
UBS Financial Services lnc. 

Notes to Consolidated Statement of Financial Condition 

1. Organization 

Year Ended December 31, 2020 
(Amoums in Thousands of Dollars) 

UBS Financial Services Inc. ("UBSFSI") is registered as a broker-dealer with the Securities and 
Exchange Commission ("SEC"), a futures commission merchant with the Commodity Futures 
Trading Conunission ("CFTC") and Lhe ational Futures Association and is a member of various 
exchanges and the Financial lndustry Regulatory Authority ("FTNRA"). UBSFSl's business 
activities include securities and commodities brokerage, investment advisory and asset 
management services to serve the investment, cash management, financial planning and 
borrowing needs of individual and instirutional cl ients. 

UBSFSI is a wholly owned subsidiary of UBS Americas Jnc. ("UBS Americas") which is a 
wholly owned subsidiary of UBS Americas Holding LLC ("UBSAHL''). UBSAHL was 
established in order to become the intem1ediate holding company for all United States 
subsidiaries of UBS Group AG ("UBS" or "Group") pursuant to the rules enacted for foreign 
banks in the United States. UBSAflL js a wholly owned subsidiary of UBS AG which is a 
wholly owned subsidiary of UBS. 

2. Summary of Significant Accounting Policies 

Principles of Consolidation and Basis of Presentation 

The consolidated statement of financial condition includes tbe accounts of UBSFSI and its 
wl10lly owned subsidiaries (col.lecrively, the "Company"). the largest of which is UBS Financial 
Services Incorporated of Puerto Ri,co ("UBSFSTPR"). All material intercompany balances and 
transactions bave been eliminated. 

UBSFSI consolidates entities in which UBSFSI has a controlling financial interest. UBSFSI 
detemlines whether it has a contro!Ling financial interest in an enricy by first evaluating whether 
the entity is a voting interest entity or a variable interest entity (11VfE11

). At December 31 . 2020, 
the Company does not have any interests in VIEs. 

The consolidated statement of financial condition is prepared in conformity with accounting 
principles generally accepted in the United States, which requjres management to make 
judgments and assumptions that affect the amounts reported in the consolidated statement of 
financial condition and accompanying notes. Actual results could differ from those estimates. 
Management makes estimates regarding valuations of certain assets and liabilities. expected 
credit losses, the outcome of litigation, the carrying amount of goodwill and other intangible 
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UBS Financial Services Inc. 

Notes to Consolidated Statement of foinancial Condition (contjnued) 
December 31 . 2020 

(Amowus in Thousands of Dollars) 

2. Summary of Significant Accounting Policies (continued) 

assets, certain accruals and other matters that affect the reported amounts and disclosures of 
contingencies in the Company's consolidated statement of financia1 condition. 

The spread of the corooavirus disease (COVID-19) pandemic and the governmental measures 
taken to contain the pandemic have significantly adversely affected, and will likely continue to 
adversely affect, global economic conditions, resulting in meaningful contraction in the global 
economy, substantial volatility in the financial markets, increased unemployment, increased 
credit and counterparty risk, and operational challenges such as the temporary closures of 
businesse.s, sheltering-in-place directives and increased remote work protocols. Governments and 
central banks around the world have reacted to the economic crisis caused by the pandemic by 
implementing stimulus and liquidity programs and cutting interest rates, though it is unclear 
whether these or future actions wiJI be successful in countering the economic disruption. 

ff the pandemic is prolonged or the actions of governments and central banks are unsuccessful, 
the adverse impact on the global economy will deepen. and our results of operations and 
tinaocia1 condition in future periods may be adversely affected. In the short-term the Company 
may benefit from bigber transaction volumes and increased volatiliry, although continuation of 
these trends is uncenain. 

Cash and Cash Equivalents 

Cash and cash equivalents are defined as highly liquid investments, with an original maturity of 
three months or less when purchased. At December 31. 2020. the Company had no cash 
equivalents. 

Financial Instruments 

Financial instruments owned, financial instruments owned and pledged as collateral (December 
31. 2020, SO), and financial instrun1ents sold, not yet purchased, are stated at fair value and 
recorded on a trade date basis. Fair value is determjned by quoted market prices, when available. 
If quoted market prices are not available, fair value is determined using pricing models which 
incorporate management's best estimates of critical assumptions, which take into account time 
value, volatility and other faclors WJderlving the securities . 

., V 

s 



UBS Financial Services Inc. 

Notes to Consolidated Statement of foinancial Condition (contjnued) 
December 31. 2020 

(Amowus in Thousands of Dollars) 

2. Summary of Significant Accounting Policie.s (continued) 

Financial Accounting Standards Board C'F ASE") Accounting Standards Codification f'ASC") 
820. '"fair Value Measurements- ("ASC 820"). defines fair value, establishes a framework for 
measuring fair value, and establishes a fair value hierarchy which prioritizes the inputs to 
valuation techniques. Fair value is the price that would be received to sell an asset or paid to 
transfer a liability in an orderly transaction between market participants at the measurement date. 
A fair value measurement assumes that the transaction to sell the asset or transfer the liability 
occurs in the principal market for the asset or liability or, in the absence of a principal marke~ 
the most advantageous market for the asset or liability. Valuation techniques. as specified by 
ASC 820, are used to measure fair value. 

The Company's fair value and valuation model governance strncture includes numerous controls 
and procedural safeguards tbat are intended to maximize the quaJity of fair value measurements 
reported in tbe consolidated statement of financial condition. ln carrying out vaJuati.on 
responsibilities, the businesses are required to consider the availability and quality of external 
market information and to provide justification and rationale for their fair value estimates. 
Independent price verification of financial instruments measured at fair value is undertaken by 
UBS's valuation control group. The objective of the independent price verification process is to 
independently corroborate the business's estimates of fair value against observable market 
information. By benchmarking the business 's fair value estimates with observable market 
information, the degree of valuation uncertainty embedded in these measurements can be 
assessed and managed as requfred i11 the governance framework. As a result of the valuation 
controls employed, valuation adjustments may be made to the business's estimate of fair value. 

All financial instruments at fair value are categorized into one of three fair value hierarchy 
levels, based upon tbe lowest level input that is significant to the financial instrument's fair value 
measurement in its entirety: 

Level l : Quoted market prices (unadjusted) in active markets for identical assets or liabilities 
that the Company can access at the measurement date. 

Level 2: VaJuation techniques for which all significant inputs are or are based on observable 
market data. 

Level 3: Valuation techniques which include significant inputs that are not based on observable 
market data. 

The following is a description of the valuation techniques applied to the Company's maJor 
categories of assets and liabilities measured at fair value: 
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UBS Financial Services Inc. 

Notes to Consolidated Statement of foinancial Condition (contjnued) 
December 3 1. 2020 

(Amowus in Thousands of Dollars) 

2. Summary of Significant Accounting Policies (continued) 

(J.S. Government securities and agency obliga1io11s: U.S. Government securities are generally 
actively traded and are valued using quoted market prices. Where market prices are not available, 
these securities are valued against yield curves implied from similar issuances. Agency 
obligations are comprised of agency-issued debt. on-callable agency-issued debt securities are 
generally valued using quoted market prices. Callable agency-issued debt securities are valued 
by benchmarking model-derived prices to quoted market prices and trade data for identical or 
comparable securities. 

Equities: Equity securities are primarily traded on public stock exchanges where quoted prices 
are reacLily and regularly avai lable. Equity securities not traded on a public stock exchange are 
valued using observable inputs. Unlisted equity securities and private equity investments are 
recorded initially at the acquisition cost, which is considered the best indication of fair value_ 
Subsequent adjustments to recorded amounts are based on current and projected financial 
performance, recent financing activities, economic and market conditions, market comparable. 
market liquidity, sales restrictions and other factors. 

Mutual fimds: Mutual funds are generally valued using quoted market prices or valuation 
techniques which use observable inputs if not traded in an ac6ve market. ln some instances, 
signjficant inputs are not based on observable market data. 

Corporate debt obligations: Corporate bonds are priced at fair market value, based on recent 
trades or broker and dealer quotes. In cases where no directly comparable price is available, the 
bonds are priced against yields derived from other securities by the same issuer or valued using 
simflar securities adjusting for seniority, maturity and liquidity. For illiquid securities, credit 
modeling may be used, which considers the foatures of the s@curity and discounted cash flows 
using observable or implied credit spreads and prevailing interest rates. 

S1a1e and municipal obligations: These securities are comprised of bonds issued by states and 
municipalities. These financial instruments are priced based on recent trades or broker and dealer 
quotes. 

Certificates of deposit and money market funds: These financial instmments have short and long 
term maturities and carry interest rates that approximate market. Certificates of deposit are 
valued at amortized cost plus interest which approximates fair vaJue. 

Mortgage-hacked ob/iga,ions: Mortgage-backed obligations represent agency mortgage pass­
through pool securities and collareralized mongage obligations (''CMO"). Pass-through pools are 
valued using quoted market prices or prices of comparable securities after considering collateral 
characteristics, historical performance and also pricing benchmark securities. Agency CMOs are 
structured deals backed by specific pools of collateral and are valued based on 
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UBS Financial Services Inc. 

Notes to Consolidated Statement of foinancial Condition (contjnued) 
December 31 . 2020 

(Amowus in Thousands of Dollars) 

2. Summary of Significant Accounting Policies (continued) 

available trades or marker comparnble securities. Both asset classes require a view around 
forward interest rates, prepayments and other macro variables. 

Brokerage receivables and payables: These assets and liabilities represeat callable, on demand 
balances whereby the fair value is determined based on the value of the underlying balance due 
(refer to Note 5). 

CoUateralized Agreements 

Securities purchased under agreements to resell C'resale agreemenrs") and sec~•riries sold under 
agreements to repurchase ("repurchase agreements") are generally collateralized by U.S. 
government securities. They are accounted for as financing transactioas at their contractual 
amounts, plus accrued interest which represents an1ounts at which the securities wi ll be 
subsequentJy resold or repurchased . 

For resale agreements, it is Company policy to obtain collateral in the form of securities, with 
fair value in excess of the original principal amount loaned. The Company is required to deliver 
securities to counterparties in order to collateralize repurchase agreements. The risk related to a 
decline in the market value of collateral (p ledged or received) is managed by setting appropriate 
market-based haircuts. On a daily basis, the Company monitors the fair value of the securities 
purchased and sold under these agreements. Should the fair value of the securities purchased 
decline, or the fair value of securities sold increase, additional collateral is requested or excess 
collateral is returned when deemed appropriate to maintain contractual margin protection. 

The Company manages credit exposure arising from resale and repurchase agreements by, in 
appropriate circumstances, entering into master netting agreements and collateral agreements 
with counterparties that provide the Company, in the event of a counterparty default (such as 
bankruptcy or a counterparty's failure to pay or perfonn ), with rhe right to net a counterparty's 
rights and obligarions under such agreement and liquidate and set off collateral held by tbe 
Company against the net amount owed by the coumerparty. The Company presents repurchase 
agreements and resale agreements on a net basis when the requirements of FASB ASC 210-20-
45-11 "Balance Sheet - Offsetting: Repurchase and Reverse Repurchase Agreements" are met. 

Securities borrowed and securities loaned transactions are recorded at the amount of cash 
advanced or received in connection w ith the transaction. Securities borrowed transactions require 
the Company to deposit cash or other collateral with the lender. With respect to securities loane~ 
the Company receives collateral~ principally cash. The initial collateral advanced or received has 
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UBS Financial Services Inc. 

Notes to Consolidated Statement of foinancial Condition (contjnued) 
December 31 , 2020 

(Amowus in Thousands of Dollars) 

2. Summary of Significant Accounting Policies (continued) 

a fair value equal co or greater than the fa ir value of the securities borrowed or loaned. The 
Company monitors tbe fair value of the securities borrowed and loaned on a daily basjs and 
requests additional collateral or returns excess collateral, as appropriate. Accmed interest income 
and expense on these transactions are reflected in dividends and interest receivable and payable 
on the consolidated statement of financial condition. 

PrincipaJ Transactions 

When acting as a principal, the Company enters into a transacdon in its own name and for its 
own account. As a principal, the Company bas beneficial ownership of and legal title to the 
assets. Transactions in which securities flow through the Company's inventory are considered 
principal transactions. The Company assumes both credit risk and market risk from the inception 
of the transaction. Amounts receivable and payable for principal transactions that have not 
reached their contractual settlement date are recorded as receivables from and payables to 
brokers, dealers and clearing organizations in the consolidated statement of financial condition. 

Leases 

The Company predominantly enters into operating lease contracts, or contracts that include lease 
components, as a lessee of real estate, inclucling operations offices and sales offices. At 
December 31, 2020, the Company has no finance leases. The Company identifies non-lease 
componenrs of a contract and accounts for them separately from lease components. 

When the Company enters into an operating lease arrangement it recognizes a lease liability and 
corresponding right-of-use (''RoU11

) asset at the commencement of the lease, the _point at which 
the Company acquires control of the physical use of the asset. Lease liabi lities are presented 
within Other liabilit1es and accrued expenses and RoU assets are presented w itbjn office 
equipment and leasehold improvements in the consolidated statement of financial condition. The 
lease liability is measured based on the present value of the lease payments over the lease te~ 
discounted using Company' s unseciired borrowing rate given the rate implicit in a lease is 
generally not observable to the lessee. The RoU asset is recorded at an amount equal to the lease 
liability but is adjusted for rent prepayments, initial direct costs, any costs to refurbish the leased 
asset or lease incentives received. 

The lease liability is accreted over the lease tern, using the effective interest method based on the 
unsecured borrowing rate at commencement. The RoU asset is adjusted for the difference 
between the straight-l ine amortization cost for the period (including amortization of initial direct 
costs) and the periodic accretion of the lease liabil ity. 

9 



UBS Financial Services Inc. 

Notes to Consolidated Statement of foinancial Condition (contjnued) 
December 31 . 2020 

(Amowus in Thousands of Dollars) 

2. Summary of Significant Accounting Policies (continued) 

Lease payments generally include fixed payments and variable payments that depend on an 
index (such as an inflation inde1.} When the lease contains aa extension or tem1ination option 
that the Company considers reasonably certain to be exercised, the expected rental payments or 
costs of termination are included within the lease payments used to measure the lease liability. 
The Company does not typically enter into leases with purchase options or residual value 
guarantees. 

Depreciation and Amortization 

The Company depreciates office equipment using the straight-line method over estimated useful 
lives of three to ten years. Leasehold improvements are amortized over the lesser of the estimated 
usefol life of the asset or the remaining tenn of the lease. At December 31, 2020, office equipmeru 
and leasehold improvements include $173,784 related to internally generated computer software 
which are under development and not ready to use 

Income Taxe,S 

Toe Company is included in the consolidated federal income tax rerum and certain combined state 
and local tax returns of UBS Americas. Ia addition~ the Company files stand-alone returns in other 
state, local and foreign jurisdictions. Federal, state, local and foreign taxes are provided for on a 
separate return basis. 

In accordance with the provisions of FASB ASC 740, ·'Income Taxes" ("ASC 740" ). deferred tax 
assets and liabilities are recognized for the future tax effect of differences between the financial 
statement carrying amounts of existing assets and liabilities and their respective tax basis. Deferred 
tax assets and Liab11Ittes are measured usmg enacted tax rates expected to be in eftect during the year 

in which the basis differences reverse. The effect of a change in tax rates on deferred tax assets and 
liabilities is recognized in earnings in the period that includes the enactment date. ln the event it is 
more likely than not that a deferred tax asset will not be realized, a valuation allowance is recorded. 

ASC 740 also sets out a coosisleol framework to determine lhe appropriate level of tax reserves to 
maintain for uncertain tax positions. This interpretation uses a two-step approach wherein a tax 
benefit is recognized if a position is more likely thail not tc be sustained. The amount of the be11efit is 
then measured to be the highest tax benefit that is greater than 50% likely to be realized. 

GoodwilJ and Intangible Assets 

Goodwill represents the excess of the cost of an acquisition over the fair value of the Company,s 
share of net identifiable assets of the acquired entity at the date of acquisition. Goodwill is not 
amortized but is tested, at least annually, for impairment in accordance with FASB ASC 350, 
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UBS Financial Services Inc. 

Notes to Consolidated Statement of foinancial Condition (contjnued) 
December 31 . 2020 

(Amowus in Thousands of Dollars) 

2. Summary of Significant Accounting Policies (continued) 

"Intangibles- Goodwill and Other". l11e Company has the option to first assess qualita1ive factors 
to determine wllether the existence of events or circumstances leads to a detennination that it is 
more Likely than not that the fair value of a reporting unit is less than its carrying amount. If after 
the qualitative assessment the Company determines it is more likely than not that the fair value 
of a reporting unit is greater than its carrying amount, then performing the two-step impairment 
test is not required. However, if the Company concludes otherwise, then it is required to perform 
the first step of the two-step impairment test. The Company has an unconditional option to 
bypass the qualitative assessment for any reporting w1it in any period and proceed directly to 
performing the first step of the two step goodwill impairment test. The Company may resume 
performing the qualitative assessment in any subsequent period. The first s tep, used to identify 
potential impairment, involves comparing each reporting unit's fair value to its carrying value 
includjng goodwill and intangible assets. 1f the fair value of a reporting unit exceeds its carrying 
value, applicable goodwill and intangible assets is considered not to be impaired. If the carrying 
value exceeds fair value, there is an indkarion of impairmem and the second step is performed co 
measure the amount of impairment 

At December 3 1, 2020, the Company's goodwill primarily relates to the acquisitions of P iper 
Jaffrey Companies and McDonaM Investments in September 2006 and Febmary 2007. 
respectively. 

Intangible assets are recorded at cost, wbjcb represents the fai r value of the acquired intangible 
assets at the date of acquisition and are amortized over three to seven years. At December 31 , 
2020, the Company held Sl ,466 of intangible assets, net of accumulated amortiz.ation of SI 252. 
The Company tests intangible assets, at least annually, for impairment by assessing whether the 
carrying value of the finite life intangible asset exceeds its fair value, based upon its future 
expecled casb nows. 

Share-based and Other Deferred Compensation Plans 

UBS bas establ ished several share-based compensation plans that are settled in UBS's equity 
instruments or ao amount that is based on the value of such instrnments. These awards are 
generally subject to conditions that require employees to complete a specified period of service 
and, for performance shares, to satisfy specified performance conditions. For equity-settled 
instrumeors, fair value is determined at the date of grant and is not re-measured unless its terms 
are modified such tbat the fair value immediately after modification exceeds the fair value 
immediately prior to modification. For cash-settled awards, fair value is re-measured at each 
reporting date such that the cumulative expense recognized equals the cash distributed. 
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UBS Financial Services Inc. 

Notes to Consolidated Statement of foinancial Condition (contjnued) 
December 31 . 2020 

(Amowus in Thousands of Dollars) 

2. Summary of Significant Accounting Policies (continued) 

UBS has established deferred compensation plans that are senled io cash or financial instruments 
other than UBS equity instruments, tile amount of whicl1 may be fixed or may vary based on the 
achievement of specified performance conditions or the value of specified underlying assets. 

Receivables from Clients and Allowance for Loan Losses 

Receivables from clients consist of non-purpose loans (the "Loans") (see ote 7). The Company 
repons Loans due from clients at the outstanding principal amount adjusted for any charge offs 
or allowances for doubtful accounts. 

Loans are generally p laced on non-accrual sranis at the point when a maintenance call is not 
satisfied by the borrower. Any accrned interest receivable related to a Loan tbar is placed on 
non-accrual status is added to the principal amount due. Payments received while a Loan is on 
non-accrual status are recorded as a reduction of principal. If the borrower has demonstrated 
over a period of time, the ability to make periodic interest and principal payments as scheduled. 
the loan \.\rill be returned ro accrual status_ 

lnterest income on loans is calculated by applying the contractual interest rate to the daily 
balances of the outstanding principal amount. 

See accounting developments section below, for details on measuren1.enr of allowance for loan 
losses. 

Accounting Developments 

Adopted io 2020 

In June 2016, the Financial Accounting Standards Board ("FASB") issued ASU 2016-13. 
"Financial Instruments - Credit Losses" (Topic 326) Measurement of Credit Losses on 
Financial lnstruments (the ''ASU" or "standard"). Subsequently, the FASB issued ASU 20 18-
19, to clarify that receivables arising from operating leases are within tbe scope of the lease 
accounting standard. Further, the FASB issued ASU No. 20 19-04, ASU No. 2019-05, ASU 
2019- to, ASU 2019- 11, ASU 2020-02 and ASU 2020-03 to provide additional guidance on the 
standard. The amendments replace the accounting under the existing incurred loss model and 
introduce a new credit loss model; the Current Expected Credit Losses ("CECL") model, whjch 
requires earlier recognition of credir losses when compared to the existing incurred loss 
approach. The CECL model requires the measurement of expected credjt losses for financial 
assets measured at amortized cost, net investments in leases, and certain off-balance-sheet 
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UBS Financial Services Inc. 

Notes to Consolidated Statement of foinancial Condition (contjnued) 
December 31 . 2020 

(Amowus in Thousands of Dollars) 

2. Summary of Significant Accounting Policies (continued} 

credit exposures based on bistorical experience, current conditious and reasonable and 
supponable forecasts over the remaining contractual life of tbe financial assets, considering 
expected prepayments as appropriate. The overall estimate of the allowance for credit losses is 
based on both quantitative and qual itative considerations. 

The a llowance for credit losses is expected to increase under CECL and additional income 
statement volatility is anticipated due to the recognition of expected credit losses over the 
contractual life of the financia l assets and off balance sheet credit exposures. 

The Company applied the practicaJ expedient provided in the ASU to collateralized agreements 

secured by collateral maintenance provisions. Entities may apply this practical expedient for 

assets secured by collateral if they reasonably expect the borrower or the counterparty to 

continue to replenish the collateral to meet the requirements of the contracts. As such, under the 
practical expedient, entities may elect to measure the allowance for expected credit losses by 

comparing the amorti2ed cost basis of the financial asset with the fair value of collateral at the 
measurement date. This approach may result in an estimate of zero expected credit losses. If the 

fair value of the collateraL however, faJls below the amortized cost of the loan, the allowance for 

crectit losses is limited to the difference between the fai r value of the collateral and the amortized 
cost of the loan at the reporting date. 

For certain financial assets measured at amortized cost (e.g., cash equivalents and receivables 
from brokers, dealers and clearing organizations), the Company has concluded that there are de 
minimus expected credit losses based on the nature and contractual life or expected li fe of the 
financial assets and immaterial historic and expected losses. 

No allowance for credit losses is recognized on accrued interest receivable that is presented 
separately from the related financiaJ assets because it is the Company's policy to write off 
accmed interest receivable aga.i11si iuleresl im:orne wLe11 U1e related financial asset is place<l on 
non-accrual status. 

The Company issues loans to certain new and active fo1ancia l advisors, which are included in 
other assets in the consolidated statement of financial condition (see ote 16 for a detailed 
description of these loans). Where financial assets are determined to share similar risk 
characteristics, the methodology applied under CECL caJculates an individual probabi lity­
weighted expected credit loss. This approach is primarily applicable to the Company's ponfolio 
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UBS Financial Services Inc. 

Notes to Consolidated Statement of foinancial Condition (contjnued) 
December 31 . 2020 

(Amowus in Thousands of Dollars) 

2. Summary of Significant Accounting Policies (continued) 

of loans to its financial advisors. Credit risk for this portfolio of loans is dependent on whether 
tbe financial advisor terminates employment with tbe Company. Therefore, the principal factors 
applied are: probability of defauJt ("PD"), loss given default ("LGD"}, exposure at default 
(" EAD1

' ) and discounting of cash flows to the reponing date. 

- The PD represents the likelihood of termination over the remaining Life of the loan. 
- The LG D represents an estimate of the loss at the time of a potential termination 

occurring during the life of the loan. 
- The EAD represents an estimate of the exposure to creclit risk at the time of a potential 

default occurring during the life of the loan. 

PDs and LGDs used in the CECL calculation consider a range of scenarios (upside. baseline, 
mild downside, downside) to capture material. non-linearity and asymmetries, and scenario 
weights are applied ro reflect a likelihood of their occurrence. CECL is measured over the 
contractual life, considering expected prepayments where appropriate. The significant 
macroeconomic variables leveraged by the CECL model for financial advisor loans are the S&J> 
500 and the CBOE Volatility Index (VIX), which is a measure of expected price fluctuations in 
the S&P 500 Index options over the next 30 days. In combination, these two macroeconomic 
variables are considered to be significant in the determination of the financial performance of the 
advisor and, therefore, provide an indication of the abi lity to repay the obligation in accordance 
with its contractual tem1s. 

Where it is determined that a financia1 asset does not share similar risk characteristics with any 
other financial assets, including when it is probable that the Company will be unable to collect 
the ful1 payment of principal and interest on the instrument when due, CECL is measured on an 
individual basis using a discounted cash flow approach. 

The Company adopted the ASU on its required effective date of January l, 2020. As a result of 
the adoption, the allowance for credit losses increased by approximately $41666 (net of tax 
$1 ,641) with a corresponding decrease to the opening balance of retained earnings. The increase 
was due to t.he recognition of incremental lifetime expected credit losses on the Company's 
portfolio of loans to its financiaJ advisors. 

Jn January 2017. the f ASB issued ASU 2017-04, "Simplifying the Test for Goodwill 
Impairment". ASU 2017-04 simplifies the subsequent measurement of goodwill by eliminating 
step 2 from the goodwill impainnent test. Under step 2 of the goodwill impainnent test, a 
goodwill impairment loss was measured by comparing the implied fair value of a reporting 
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UBS Financial Services Inc. 

Notes to Consolidated Statement of foinancial Condition (contjnued) 
December 31 . 2020 

(Amowus in Thousands of Dollars) 

2. Summary of Significant Accounting Policies (continued) 

unit' s goodwill with the carrying amount of that goodwi ll. Instead, the goodwill impainnent test 
will require an irnpainnent loss to the extent the carrying amount of a reponing unit exceeds its 
fair va lue. The Company adopted the standard as of its mandatory effective date on January I. 
2020 on a prospective basis. As ASU 2017-04 is applied on a prospective basis, the adoption of 
the ASU did not have an impact on the Company's consolidated statement of financial 
condition. 

Jn August 2018, the F ASB issued ASU 20 18-13, "Disclosure Framework - Changes to the 
Disclosure Requirements for Fair Value Measurement". The amendments remove. modify and 
add certain disclosure requirements in ASC Topic 820, "Fair Value Measurement". The 
Company adopted the standard on its mandatory effective date on January 1, 2020. The impact 
of the Company's adoption was limited to changes in the Company' s financial statement 
disclosures regarding fair value measurement, primarily those disclosures related to disclosure 
of the range and weighted average used to develop significant unobservable inputs for Level 3 
fair value measurements, when applicable. As these amendments relate to disclosures, the 
adoption did not have an impact on the Company's consolidated statement of financial 
condition. 

ln ovember 2019 the F ASB issued ASU 2019-08, Compensation- Stock Compensation 
(Topic 7 J 8) and Revenue from Conrracts wi.Lh Customers (Topic 606): Codification 
Improvements- Share-Based Consideration Payable to a Customer. The amendments require 
entities to measure and classify (on the balance sheet) share-based payments to customers by 
applying the guidance in Topic 718 Compensation- Stock Compensation. As a result, the 
amount recorded as a reduc6on in revenue would be measured based on the grant-date fair 
value of the share-based payment. The Company adopted the standard as ofirs effective date on 
January 1, 2020 and adoption did not have a material impact on the Company's consolidated 
statement of financial condition. 

In December 20191 the FASB issued ASU 20 I 9- l 2l Income Taxes (Topic 740) v,ihicb provides 
guidance that simplifies the accounting for income taxes by eliminating certain exceptions to 
ASC 740 related to1 among other things, the approach for intra-period ta."< allocation, the 
methodology for calculating income taxes in an interim period and the recognition of deferred 
tax liabilities for outside basis differences, and other codification im provements. The 
amendments in this update are effective for fiscal years, and interim periods within those fiscal 
years, beginning after December 15, 2020. The Company early adopted the ASU. on January 1, 
2020. The adoption of the ASU did not have an impact on Company's consol idated statement of 
financial condition. 
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UBS Financial Services Inc. 

Notes to Consolidated Statement of foinancial Condition (contjnued) 
December 31 . 2020 

(Amowus in Thousands of Dollars) 

2. S ummary of Significant Accounting Policies (continued) 

Pending Adoption 

lo July 2018, the FASB issued ASU 2018-14 "Disclosure Requirements for Defined Benefit 
Plans". ASU 20 I 8-14 contains several amendments to the disclosure requirements for employers 
that sponsor defined benefit pension and other post-retirement p lans. Several disclosure 
requirements that are no longer considered cost beneficial are removed~ specific disclosure 
requirements are clarified, and L-ertain disclosures are added. The Company adopted ASU 20 l 8-
14 on its mandatory effective dare of January I, 2021. The adoption of ASU 2018-14 is not 
expected to have a material impact on the Company's consolidated statement of financial 
condition. 

In January 2020, the F ASB issued ASU 2020-01 ''lnvestments-Equity Securities Topic 321-

lnvest:Juent Equity Method and Joint Ventures Topic 323 and derivatives and hedgtng Topic 815. 

which addresses two accoun6ng issues: (1) application of the measurement alternative under 

Topic 321 in correlation with the transition into and out of the equity method under ASC Topic 
323 and (2) the measurement of certain forward contracts and purchased options to acquire 

equity securities. The ASU clarifies that an entity applying the measurement alternative under 

Topic 321 that must transition to the equity method under Topi.c 323 because of an observable 

transaction wi ll remeasure its investment immediately before transition, whereas an entity 
applying the equity method under ASC Topic 323 that must transition to ASC Topic 321 because 

of an observable transaction will remeasure its investment immediately after transition. The ASU 

also clarifies that certain forward contracts or p11rchased call options to acquire equity securities 

general ly will be measured using tbe fair vaJue principles of ASC Topic 321 before settlement or 

exercise. The Company adopted the ASU on its effectjve date of January 1, 2021 . The adoption 

of the ASU is nor expected to have a materiaJ impact on the Company's conso.lidared statement 
of financial condition. 

Cn March, 2020, the FASB reJeased ASU 2020-04, Facilitation of tbe Effects of Reference Rate 

Refom1 on Financial Reporting, in response to operational challenges likely to arise in 
accounting for contract modifications and hedge accounting due to regulatory reform initiatives 

to replace various Jnterbank Offered Rate ( IBOR). The amendments in this ASU provide 

optional guidance for a limited period of time to ease the potential burden in accounting for (or 

recognizing the effects of) reference rate reform on financial reporting. The Company may elect 
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(Amowus in Thousands of Dollars) 

2. Summary of Significant Accounting Policies (continued) 

to apply the amendments for contract modifications as of any date from the beginning of an 

interim period that includes or is subs€quent to March 12. 2020, or prospectively from a date 
within an interim period that includes or is subsequent to March 12, 2020, up to the date that the 

consolidated statement of financial condition is avai lable to be issued. The Company bas not 

adopted the amendments for contract modifications and is presently evaluating the effect of the 
ASU, and expects no material impact to its consolidated statement of financial condition. The 

Company may elect to apply the amendments in the ASU to eugible hedging relationships 

existing as of the beginning of the interim period that includes March 12, 2020 and to new 

eligible hedging relationships entered into after the beginning of the interim period that includes 
March 12, 2020. UBS Group has established a cross-divisional, cross-regional governance 

structure and change program to address the scale and complexity of the transition to alternative 

reference rates (ARRs) and is currently assessing the implications of the JBOR rransition on the 
Company's consolidated statement of financial condition. 

In October 2020, the F ASB released ASU 2020-08, "Codification Improvements to Subtopic 

310-20, Receivables-Nonrefundab1e f ees and Other Costs", to provide targeted improvements 
for the amortization of certain purchased callable debt securities held at a premium. The 

Company adopted ASU 2020-08 on its effective date of January 1, 2021 . The adoption of ASU 

2020-08 is not ex.pect.ed to have a material impact on the Company's consolidated statement of 

financial condition. 
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3. Fair aloe ea orement 

At December 31 . _020 the fair alu hierarchy cl ification of finan ial as and Jiabili ti 
me ured at fair alue is wnmarized belo : 

trumcn ouncd, al fair vaJue 
~cCU'llie. and agency b tim 

.-itedebl hliga( 

nd 1mnic'1al obligaC ns-
ge.-ha edoh~- ~ 

Total 

Firwociol ~els de. igOilf:cd ot foir olu 
kcragc n:cci\ b ~-

flnancwl i:nstrwncn · !>Old, n t yet · at fain•uJu 
vc nt ·ccurit" and gt.'OC_ ns 

Eq1Ji.ies 
ra ted t bligaooos 
nd rnn:trq>ll I b6galll! 
Fi 

Ceru1ul1es f depo i D.lld monc rmrkcI fldlds 

'i!d obligat" ris 

mancial liahiUti ~ d · na1 d · .t air \'alue 

keragc payable: -

18 

Lenll 

123 
568 

- 99 

Le,·cl l 

2-'-295 

151 

-l,446 

Level I 

Level 2 

Le el 2 

L "cl 1 

19 
I, 16 

6 

I 

19 
2.2 I 

Le cl 2 

,105.96.:' 

L.:vcl J T tal 

.( 

7 
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Le,·elJ '"f: tal 
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December 31 . 2020 

(Amowus in Thousands of Dollars) 

3. Fair VaJoe Measurement (continued) 

Fair value of the brokerage receivables and brokerage payables approximate amortized cost 
wbicb generally represents tbe balance due or balance owed. 

Financial instruments sold, not yet purchased, at fair value represents obligations of the 
Company to deliver the specified securities at contracted prices and, thereby, requires the 
Company to purchase the securities in the market al prevailing prices. The Company's ultimate 
obligation to satisfy the sale of securities sold, not yet p urchased may exceed the amount 
reflected in the consolidated statement of financial condition. 

Transfers of financial instruments owned and financial instruments sold, not yet purchased 
between the fair value levels are recognized as of June 30 and December 3 1 each year. During 
the year ended December 31, 2020, the Company transferred equity securities of $2 L575 from 
Level 2 to Level 3, because of lack of observable market data, resulting from a decrease in 
market activity for the securities. 

The Company is the primary liquidity provider in the market for a number of closed-end mutual 
funds (the "Funds") invested in Puerto Rico municipal securities. These Funds use leverage , 
which is currently provided through repurchase agreements between tbe Funds and UBSFSIPR. 
Since 2013, the Pueno Rico market bas experienced a downturn and liquidity issues became 
prevalent with the Funds. The Company also bolds equity investments in privately held 
companies to facilitate its business activities. The fair value of these Funds and equity 
investments is based on valuation techniques for which significant inputs are not based on 
observable market data. 
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3. Fair aJu ea urement (continued 

The foUo\ · g table pro ides infonnarion on th valuation teclrnjques, 1gnificam unob able 
.inpur and the range of value for tbo e inputs for financial in trument owned at fair alue 
categorized as Le el 3 in tbe fajr alue bierarch at December I 2020. 

The ran e of alues presented in the belO\ table i represent.ati e of the lo\J est le el of input that 
s1 ificant to the financial in truments' fair alue. Th di closure belo\ also include 

qual itati e information on the ensiti i of the fair alue measurements to change in the 
significant unobservable inputs. ei 0 bred a erage of unob ervable inpu are cal ulated based 
on the fair alue of the respectj e instrument. 

Financial 
aluation 

ignifi ant Range of Input 
lnstrumcn 

T chniqu 
n bsc1 abl alu (\ eightcd 

Olmcd Input! veragc) 

{ utuaJ funds )7 
lnt maDy 

Discol.lll1 rates ,~"1, - _% 3 % 
developed n-od I 

Equities .J.OliS 
Reial~ luc lo p . 

rice 
irorket COfll)arable 

FinanciaJ a set and liabilitie not mea ured at fair aJue 

Other financial assets and liabilities are recorded b the Compan at their contract value and 
include ca h and cash equi 1alent cash and se uritie segregated and on deposit for federal and 
other regulations, resale and repurchase agreement ecurities borrowed and securities loaned 
recei ables from and pa ables to i) cli nts (ii brok rs, deal rs and )earing or...,anizations. (iii 
affiliated companies di idend and intere t fee and other re ei ables, and ( i 
subord i nared debL 

11 finan ial asse 
maturitie one 
appro, imate fair 
appro imate fair 
historical losses. 

and liabilitie carried at contra t amounts that either have short-tenn 
ear or less or bear market interest rate are carried at amounts that 

alue. The carrving alue of loans included ia recei able from clients ., .. 
alue as the e loans re-price dail there is no stated maturi date and no 
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3. Fair ala Mea uremenf (continued) 

The folio ·og table represents the arryin alue, fair alue and fair alue hierarchy cate ory of 
cenain fi nancial a et and liabili tie that are not recorded at fair "alue in lbe ompany' 
consolidated statement of financial condition. The follov iog table excludes all aon-financial 
assets and liabilities. 

re lions 

o:I\ bk-~ - Brokcrs. Jc:i and ~1!! )fllllllll:I ns 
Ren."1\1ili - D;\ile!ds mid intc 

"uh • - r od 11JCr 

~sb 
Payah from ci::nls 
Pay.mies - ·ers. deal: · ard ck=llg orgnnv:i 
P } !cs- Dr,. iL.."flls run .un.'Sl 
Pa. ~lcs U> 

4. CoUateralized oreements 

1.162 

:!.981,566 
356.069 

1, 1-1 
80.000 

1,1 1 I.I , 440 

l.0~5 

(U,d I 

{Lt-vl'I 2) 

l.590 31 
356,()69 

L ~.4 

252,686 

3 

5.0()"1 

12 371 

741 

1,1-1 ,7 

,cl 3) 

(uvcl3) 

The ompaay enters into re erse repurchase agreements ecunt:Jes borro ed aad secunt1e 
loaned tran actions to among oth r things acquire s curities to co er shon positions and sett! 
other ecurities obligation to a commodate customers ' needs and for the ompan s financin_ 
tran actions. 
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4. ollat ralized 0 reements continued 

Secured Financing Tran action faturities and Collateral Pledoed 

The folio ing tabl pre nt gros obligation . prior roan nettinc as sho\ belo, . for cuflt1 
loaned transactfoas b_ remainin° contractual maturity and class of collateral pledged as of 
De ember I, 20_0_ 

cctrUS lo:incd 
la) 

ecured Financio 0 b. the Oa of ollateral Pledged 

· urilies I a 

Equilxs 
I 

R£-maini111? 

1n .m 
ITT. 

TI1e Company does not ha e an transactions a ounted for as a sale that resu lt in the ompan 
r tainin0 sub tamially all of the posure t the economic r rums of the rran ferred asset. 

Off etting of Collateral greement 

The Compan manages credit ri b entering into netting agreements with counterparties. These 
netting agreements generall enable the counterpartie to offset liabilities against assets recei ed 
in the e ent that the counterparty to the transaction i unable to fulfil l its contracniaJ obliQation. 
The ompan off ets these financial as ets and financial liabilities on the consolidated tatem nt 
of financial condition onJ v hen it bas an enforceable legal right to offset the respecti e 
recognized amounts and imends to ettle on a net basis. 
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4. oUateralized ements continued 

The folio\\ ·ncr rable pre ents infonnation regardm the offs tting of finan ial as et and 
liabilitie . 

fin 

ro,. 
mount 

Amounts 
Offset in th 

tliremcntof 
Fimmd11I 

ondition 

Fioaod;tl 

Condition 

Gm s fflQuots 

not offset io the 

talemenr of 

financial 

Condition(? 

• w-ai: · borr wed l 9.467 

3- J)o') 

J "l .467 , 

56.069 url.ie - fll.ll\.'ha d l.lllder £ft: men to r c:U 11 

F'in ncial li.athiliti 

urn: loaned I • - ITl.725 ( I 70) 4. 5 

( I) __ -90.5~.J in ·c mu purch ti undcr agrcemenl 10 re II rhat an: ·gregatcd p1 nt to th 
1 mer Prot ti on Rule and incJudoo m <..-a h and nu d n d p ·it fOT fcdi::ral and tba-

regula1w1is on the c >nsolidated statement f financial condition. 

_ Amount rrul.51er netting agree d Lialeral agrccrncnl: wbic:h have be~ d ·lemun d b th C mpany 
t be II! rceabl in lb cwn ult and \\here certnin thcr cnt rio o.re n t Lnel in ac rdan c , ·th 
appu hJ g uni guidance -20-1 -11. 

(3) 1n · me oUatcral e.xcbang_ed wuh a cowitcrp the net a t r liabi1i balan with th 
c untcrparty. In uch ·, th :unouni report1:.-d in llus column are limited to the related a · ·t r liabili wi th 1h 
C tmt rparty_ 

ln the normal cour e of business the ompan recei es margin securities and obtains se urities 
under agreements to resell and securities borro ed on terms which permit itto re-pledge or resell 
the e uritie to oth rs . . t Decemb r I, 020 the ornpan obtained and had a ailable 
securities, ith a fair value of appro imately , 1-8,722 on ucb terms ofwbicb approximate! 

621 24 ha e been either pledged or otherv i e transferred to other in connection with the 
ompan 's financing acti "tie , to sati fy commitments under short sale , or for deposits made 

to clearing organization . 

23 



UB Financial erv1ce In . 

ote to on olidated ta ment of finan iaJ Condition contjnued 
December 31 _020 

'Amount. ;,, Thou and of D /lar ) 

S. Financial et and FinanciaJ Liabilitie De ignated at Fair aJue 

Finan ial a ts and financial liabil itie d ignated at fair alue on ist of brokerage re ei ables 
and payable . The e a etS and UabiLities repre em callable, on-demand balances including 
margin loans "Margin Loans") client casb debit free cash credits and ecured credits short 
sale proceeds). The balance reported represent an a~egation o cash recei ables and pa ables 
that form a sin le unit of account at the client le el. The busine s model for these ac ounts is 

imilar to an current or on-demand accoun , ith cLients using th account to hou e 
subscription redemptions and billed amounts. air alue is determined based on value of the 
underlyin balanc which appro ·imates amortized cost. Due to the on-demand nature of i 
underlyin° these recei ables and pa ables are d ignated as Level 2. Client ' ecurities and 
commodities traasa tions ar recorded on a settlement date basis. For Marnin Loan tran a tions 
the Compan ill make a loan to a client for pLLrposes of financin the purchas of securities. 
These transactions are conducted tbmu h margin accounts. 

The client is required to post ollateral in ·c of the value of th mar · loan and the 
collateral must meet certain lending alue criteria as defined b tbe Cornpan . Collateral i 
monitored aaily o p · ce ·olatili in rder to mairna · adequate argins. the ollate a 
drops belo\l the minimum required le els a maintenance call i issued. The borro\ er must 
sati fy the caJI b providin additional ecuritie or by pa ri ng do n the loan. If the borro er 
doe not satisfy the call tbe Compan may liquidate collateral to achieve required le els of 
collateralization . ignificant market olatility could ha e a negati . e impact on the borrower' 
abili to atisfy th call or the ompan 's ability co liquidate collateral. To limit the ompan • 
credit risk exposure the credit facilities are uncommined. 

of December 31 , _Q_O financial asse designated at fair val 

arginhans 
lient cash deb· 

Total 

o Decen:ber 31 . 2020. financial liabilities de igoated at fair 
Free cash cred· 

ecured cred · 

Total 

consisted of 
4. 

I 

isted of 
6. ,3rn 

ecuritie o ned b clients includin_ tho e that collateralize margin loan or imilar 
tran a tion are noc refle ted on the con olidated statement of financial condition. 
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6. a h aod e uritie e1rregat d and on Depo it for Federal and Other Regulation 

The Compan i required to egre at ca h in a sp cial reserve bank account for th e. lusi e 
benefit of customers under E Rule l c3- the Customer Protection Rule' . The ompan 
aJ o perform a eparate computation for a set in the proprietary accounts of broker-dealer 
('"PAB' in accordance ' th the ustomer Protection Rule. r December I 2020 the ompan 
included 391 ,0 5 in cash and 2, 90.5 J of qua Ii fied securities in cash and ecurities 
segregated and on deposit for federal and other regulations. 

Included in receivable from brokers, dealers and clearing organizations on tb consolidated 
statement of finan ial. condition -i -2, 29 in net liquidating equity egreoar d pursuant to 
Section 4d a 2 of the Commodi Exchange ct and CFTC Reoulation L 0 and 30_7_ 

7. Re ei hie From and Pa 1ables to Client 

The Company pro ides securitie based lending that aJlo s clients to borro\! against the aJue of 
qualifying securities for any suitable purpose other than purcbasine, trading or carrying 
se unties "Loans" . As of December 31 2020 the Compan recognized Loans m the amount of 

2 - .686_ Loans are subject to the same collateral requirements as argin Loans refer to ote 
5 . Payable to clients in the amount of 1,072 32 consist primaril of deposits in foreign 
curren y. 

8. R cei ble From and Pa abl to Broker Dealer and Clearing Organization 

Re eivable from and pa able to broke , dealers and clearing organizations at December 31 , 
20 0 consist of th follo ing: 

Rec ivnble from brok rs, denkrs and clearing orgJmiznoons: 
curitrs laiJed to deliver 

R ceivable relat d to cash clearin acLivit 
Rcce· bles relat d to comrrodit-ie learin:,actr. 't 

Deposits with clearing orgaruzations 
Others 

0~ $ 

Pa ble lo brokers. dcak! and clearin orgammtions: 

curities la iled to rece iv 
Pending trodes and other 

oial 

2:5 
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9. Related-Party Transactions 

1n the normal course of business, the Company enters into transactions with affiliated companies. 
At December 31 , 2020, the consolidated statement of financial condition included the following 
balances with affiliates: 

Assets 
Cash and cash equivalents 

Cash and securities segregated and on deposit for federal and other regulations 
Securities purchased under agreements to resell 
Securities borrowed 

Financial instruments owned, a t fu.ir value 

Receivables from brokers, dealers and clearing organizaoons 
Receivables from affiliated companies 

LiiJbmt.es 
Securities loaned 
Payables to brokers, deakrs and clearing or~tio~ 
Accrued compensation and benefits 

Payables to affiliated COOl)anies 

Other liabilities and accrued ex'Pense 
Dividend and interest payable 

Subordinated liabilities (Note 10) 

.s 642j77 

2,616,386 
224,747 

1289,467 

12,239 
895J)()7 

177.725 
64,917 
97.162 

IJ47,754 

13,242 
400 

880,000 

Cash and securities segregated and on deposit for federal and other regulations includes a resale 
agreement with an affi liated counterpany in the amount of $2,590,531 which the Company has 
deposited with a third party. 

The Company sells cash balances in a foreign currency, originating from customer deposits, to 
UBS Americas lnc. in exchange for US dollars. The US dollars the Company receives in this 
transaction is used to meet its customer requirement, pursuant to SEA I 5c3-3, that arise from the 
foreign currency deposits made by the Company's customers. The balance related to tbjs 
transaction with UBS Americas Inc., at December 31, 2020, was $871,220 included m 
receivables from affiliated companies in consolidated statement of financial condition. 
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9. Related-Party Transactions (continued) 

Service Level Agreements 

Pursuant to service level arrangements, the Company receives services from and provides 
services to affiliates (i.e., operational, administrative, securities research, premises). The 
significant arrangements where the Company receives or provides such s upport services include 
arrangements with UBS Bank USA ("BUSA"), UBS Business Solutions LLC (''UBS BS'') , UBS 
Business Solutions AG ('"UBS BS AG"), UBS Securities LLC ("UBSS LLC"), UBS Business 
Solutions UK ("UBS UK") and U BS AG Stamford branch ("Stamford branch"). Additionally, 
tbe Company receives services from Group related to the administration of certain compensation 
plans_ 

In the normaJ course of business, the Company enters into resale and repurchase agreements and 
securities lending transactions with UBSS LLC in order to facilitate client transactions and to 
meet its short-term financing needs. UBSS LLC also serves as a counterparty to all resale and 
repurchase agreements whereby the Company has entered into equal and offsetting agreements 
with independent third parties. Additionally, the Company enters into stock borrow and stock 
loan transactions with UBSS LLC. 

In ovember 2020, the Company sold its investment in certain corporate bonds and cenificares 
of deposit and money market funds to UBSS l LC for $98,008. Transaction was completed on 
fair value on the date of tnmsfer. 

Certain employees of the Company have been issued loans by an affiliate as part of the 
Company's com_peasation progtams related to eMployee recruiting and retentiotl (see Note 16). 

Retail clients of UBSFSIPR are introduced to UBSFSI on a fully disclosed basis. The Company 
bas a fully disclosed clearing agreement w ith U BSFSIPR pursuant to which UBSFSI provides 
certain clearing and related functions. Under this arrangement, U BSFSI assumes the physical 
custody of. and conducts the brokerage settlement activities for accolmts of UBSFSIPR and its 
clients. 

UBSFSI also guarantees payment and performance of all liabilities, obligations and 
commitments ofUBFSlPR. UBSFSl does not receive any consideration for this guarantee. 
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10. ubordinated Liabilities 

At December 1. 020. ubordinated borro ings and total credit a ilitie with UBS m ricas 
Holding LLC con i ted of the following: 

ubordinated term ban 
ubordinated term ban 
ubordinated term loan 

Mattuity 

-;3 _on 
/31 2023 

-131,_024 

mount 
Out tanding 

25 000 

Total redit 
Fa ility 

0, 
·so. _____ ;;.__ _____ __;_ __ 

1,150 

Interest on ubordinated cem1 loans is based on one month Libor plus a spread , hi h range.s from 
l 86bps to 00bp 

The e loans are subordina ed to claims of eneraJ credjtors. are co ered b agreement appro ed 
b FINRA and other remtlatory authorities and are included by the ompan for purposes of 
computing net capital under the E Unifonn et Capital Rule. To tbe e tent that sucb 
borrowings are required for tbe ompan 's continued compliance with minimum net capital 
requiremenrs these loan may not be repaid unless first appro ed b , FTNR . 

11. Ri k lanagem nt 

Th ompany' risk mana2ement polici · and related procedures are aligned with those of B . 
The Compan 's ri k oo emance frame ork operates along three lin of defense. The first line 
of defense bu ine mana ement own respecti e ri k exposure and i required to maintain 
effective process ands tern to manage its ri ks including robust and comprehensi e internal 
controls and documented procedures. Business management has appropriat supervi ory controls 
and revie processe in place de igned to identify control eakne ses and inadequate processes. 
The second line of defense the control function pro ides independent o ersight of ri ks 
includjng assisting in setting risk Limits and protecting a ainst non-compliance \ ·th appljcable 
la\! and regulations. Internal audi forms the third line of defense, e aJuation of the overall 
effectiveness of go emanc , risk mana 0 emenl and the ontrol environment including the 
assessment of ho, the firsl and econd line of defense meet their objectives. 

The ompany's risk mana ement and control principles are as foli o, s: 
Protection of financial strength. Protecting the financial strength of the ompan b 
controlling ri k exposures and a aiding potential risk concentra ions at indi idual exposure 
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11. Risk Management (continued) 

levels. at specific ponfolio levels and at an aggregate Company level across all risk types. 
Protection of reputation. Protecting rbe Company's reputation through a sound risk culture 
characterized by a holistic and integrated view of risk, performance and reward, and 
through full compliance with the Company's standards and principles, particularly the 
Company's Code of Business Conduct and Ethics. 
Business management accountability. Ensuring management accountability, whereby 
business management, as opposed to Risk Control, owns all risks assumed throughout the 
Company and is responsible for the continuous and active management of all risk exposures 
to ensure that risk and return are balanced. 
Jndependeot controls. Independent control functions which monitor the effectiveness of the 
business's risk management and oversee risk-taking activities. 
Risk disclosure. Disclosure of risks to senior management the Board of Directors, 
investors, reguJators, credit rating agencies and other stakeholders wid1 an appropriate level 
of comprehensiveness and rransparency. 

Market Risk 

Marke:t risk is the risk of loss from cbanges in market variables. There are two broad categories 
of changes: general market risk factors driven by macroeconomic, geopolitical and other market­
wide considerations and market risk factors that are specific to individual companies or entities. 

General market risk factors include interest rates, level of equity market indices, foreign currency 
exchange rates and other factors. Market risk factors that are specific to individual companies or 
entities cannot be explained by general market moves. ln the nonnal course of business the 
Company is exposed to general and specific market risks related to its trading activities and some 
non-trading businesses are also subject to market risk. 

The Company has two major portfolio measures to monitor market risk: Value at Risk and Stress 
Loss. The two major portfolio measures are complemented by concentration and other 
supplementary limits on portfolios, sub-portfolios or asset classes. The senior management of 
each relevant business area is responsible for reviewing trading an.d non-trading positions, 
exposures, profits and losses, and trading strategies. The Company has a risk control group 
which reviews the Company's risk profile and independently monitors development in trailing 
and non-trading portfolios according to establjsbed limits. The risk control group also reviews 
trading positions and economic hedging strategies. performs market risk modeling and aids in 
setting risk policies of the Company. 
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11. Risk Management (continued) 

Operational Risk 

Operational risk is tbe risk resulting from inadequate or failed internal processes. people and 
systems, or from external causes (e.g., deliberate. accidentaJ or natural). 

Events may be direct financial losses or indirect in tbe form of revenue forgone as a result of 
bus10ess suspension. They may also result in damage to the Company's reputation and franchise, 
which have longer term financial coosequences. 

Operational risk is an inevitable consequence of being in bltSiness, and managing operational risk 
is a core element of the Company's business activities. It is not possible to eliminate every source 
of operational risk, but the Company's aim is to provide a framework that supports the 
identification and assessment of all material operational risks and their potential concentrations 
in order to achieve an appropriate balance between risk and rehlm. 

A comprehensive operational risk taxonomy is established that defines the universe of inherent 
material operational risks which arise as a consequence of business acti ities. TI1is enables a 
common understanding and provides a standard and consistent categorization of operational risk 
across all business divisions. The aggregated impact of control deficiencies and the adequacy of 
remediation efforts are assessed by Operational Risk Control for all relevant operationaJ risk 
taxonomy categories as part of the operational risk assessment process. This front-to-back 
process, complemented by internal subject maner expertise, provides a transparent assessment of 
the current operarionaJ risk exposure against agreed risk appetite statements and measures. 

Significant control deficiencies that surface during the internal control and operational risk 
assessment processes must be reported in the operational risk inventory and sustainable 
remediation must be initiated. 

Credit Risk 

Credit risk is the risk of financial loss resulting from failure by a client or coumerparty to meet 
its contrac.tual obligations to the Company. This can be caused by factors directly related to the 
coumerpany or from failures in the serrlement process. Tt can also be triggered by economic or 
political factors in the country in which the counterparty is based or where it has substantial 
assets. Counterparties to the Company's financing activities are primarj)y affiliates, other 
financial institutions, including banks, brokers and dealers. investment funds and insurance 
companies, individuals and non-financial operating entities. Credit losses could arise should 
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11. Risk Management (continued) 

counterparties fail to perform and the value of any collateral held prove inadequate due to market 
conditions. 

The Company manages credit risk by monitoring net exposure to individual counterparties on a 
daily basis, monitoring credit limits and requiring additional collateraJ wbere appropriate. 

Client transactions are entered on either a cash or margin basis. ln a margin transaction, the 
Company extends credit to a client, using the securities purcbased and/or other securities beld on 
behalf of the client, as collateral for amounts loaned. Amouuts loaned are limited by margin 
regulations of the Federal Reserve Board and other regulatory authorities and are subject co the 
Company's credit review and daily monitoring procedures. Market declines could, however, 
reduce the value of any collateral below the principal amount loaned, plus accrued interes~ 
before the collateral can be sold. 

Client transactions include positions in written opt1oos. financial instruments sold, not yet 
purchased and commodiries and financial futures. The risk to the Company's clients in these 
transactions can be substantial. principally due to price volatility which can reduce the clients' 
ability to meet their obligations. To the extent clients are W1able to meet their corrunitments to 
the Company and margin deposits are insufficient to cover outstanding liabilities, the Company 
may take action as appropriate. 

Client trades are recorded on a settlement date basis. Should either the cJjent or broker fail to 
perfom1, the Company may be required to complete the transaction at prevailing market prices. 
Trades _pet'ldi11g at December 31 , 2020 were settled without material adverse effect on the 
consolidated statement of financial condition, taken as a whole. 

Receivables and payables with brokers and dealers, agreements to resell and repurchase 
securities, and securities borrowed and loaned are generally collateralized by cash. U.S. 
Government and agency securities. Additional collateral is requested when considered necessary. 
The Cornpany may pledge clients' margin securities as collateral in support of securities loaned 
and bank loans, as well as to satisfy margin requirements at clearing organizations. For margin 
loans, the amounts loaned or pledged are limited to the extent permitted by applicable margin 
regu.lations. S hould Lhe counLe1party fail Lo return we cliems' securilies1 the Company may be 
required to replace them at prevailing market prices. At December 31, 2020, the market value of 
securities loaned to other brokers approximated the amounts due or collateral obtained. 

Since 2013, the Commonwealth of Puerto Rico (the "Commonwealth'') along with certain 
agencies and public corporations of the Commonwealth have defaulted on various debt 
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11. Ri k la nag m nt continued) 

in numents. ln Ma O 17 certain debt o rhe Commonwealth was placed into a bankruptc -lik 
proceedina refer to ate 13). a re ult of th e recurring e ents the ompan continues to 
limit lending alues on most Puerto Rico municipal ecuritie and closed-end fonds. 

12. Lea e 

The Company is a le see in a number of lea es primaril of re-al estate inc.ludin offices and 
ales office . II of these leases are classified as operating leases. 

Consolidated Statement of Financial Condition ccounts related to Leases as at December 
31 2020 

Jidn d tat menr of Fmancial od.ition ccoun relat d to Le ll.$ at December 

IS, net accWDJla.ted dep ill.1,n of 191 .0-1 I, II 

491) 
eighted , . ge: 

Recmirung le Lenn 11 · car. ttlllll~ 

D& unt rates 3 .• 7, 

Lea Liabilities a at December J,J.. 2020 

The aggre are minimum future payments required b operating leases , irb initial or remaining 
lease terms ceedin° one ear, , ere as follow : 

2 _1 

2022 
2 2J 
_0-4 
2025 
2 6 tu10 l™-"rea er 

T Eal und ' ouraed c h l.hv 

Diflererx:c tween IJld unted aoo d' t11ted ca h th, · 
ml on ons lilatcd -tatement ffinancial c 1'dition 

Total Rent Paymcn~ 
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13. Commitments and Contingeode-s 

LegaJ Proceedings 

The Company operates in a legal and reguJatory environment lhat exposes it to significant 
litigation risks and similar risks arising from disputes and regulatory proceedings. As a result, the 
Company is involved in various disputes and legal proceedings, including litigation, arbitration, 
and regulatory and criminal investigations. 

Such matters are subject to many u ncertainties, and the outcome and timing of resolution are 
often difficult to predict, particularly in the earlier stages of a case. There are also situations 
where tbe Company may enter into a settlement agreement. This may occur in order to avoid the 
expense, management distraction or reputarional implications of continuing to contest liability, 
even for those matters for which the Company believes it should be exonerated. The 
uncertainties inherent in all such matters affect the amount and timing of any potential outflows 
for both matters ·with respect to which provisions have been established and other contingent 
liabilities. The Company makes provisions for matters brought against it when, in the opinion of 
management atter seeking tegal advice, it is more Like1y than not that the Company has a present 
legal or constructive obligation as a result of past events~ it is probable that an outflow of 
resources will be required. and the amount can be reliably estimated. Where these factors are 
otherwise satisfied. a provision may be established for claims that have not yet been asserted 
against the Company, but are nevertheless expected to be, based on the Company's experience 
with similar asserted claims. Such provisions would be included in Lhe other liabilities and 
accrued expenses on the consoljdated statement of financial condition. If any of those conditions 
are not met, such matters result in contingent liabilities. If the amount of an obligation cannot be 
reliably estimated, a liability exists that is not recognized even if an outflow of resources is 
probable. Accordingly, no provision is established even if the potential outflow of resources with 
respect to such matters could be significant. 

It is not practicable to provide an aggregate estimate of liability for our litigation, regulatory and 
similar matters as a class of contingent liabilities. Doing so would require the Compru:iy to 
provide speculative legal assessments as to claims and proceedings that involve unique fact 
panems or novel legal tbeories1 which have not yet been initiated or are at early stages of 
adjudicatio~ or as to which alleged damages have not been quantified by the claimants. 
Although we therefore cannot provide a numerical estimare of the future losses that could arise 
from the class of litigation, regulatory and s imilar matters, the Company believes that the 
aggregate amount of possible future losses from this class that are more than remote substantially 
exceeds the level of current provisions. 
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13. Commitments and Contingencies (continued) 

ln the matters disclosed below, the Company does nor state whether a provision has been 
established. Either a) the Company has not estabLisbed a provision and the maner is treated as a 
contingent liabil ity under the applicable accounting standard orb) the Company has established a 
provision but expects disclosure of that fact would prejudice seriously the Company's position with 
other parties in that matter because it would reveal the fact that the Company believes an outflow 
of resources to be probable and reliably estimable. In addition to the matters mentioned below, the 
Company is involved in Litigation as weU as regulatory matters arisin g in the nonnal course of 
business. 

Puerto Rico Matters 

Declines since 2013 in the market prices of Puerto Rico municipal bonds and of closed-end 
funds ("Funds") that are sole-managed and co-managed by UBS Trust Co. of Puerto Rico ("UBS 
Trust of PR'') and distributed by UBSFSIPR led to multiple regulatory inquiries, which in 20 l 4 
and 2015, 1ed to settlements with the Office of Commissioner of Financial I nsritutions for the 
Commonwealth of Puerto Rico, the Securities and Exchange Commission (SEC) and the 
Financial Industry Regulatory Auth ority in relation to their examinations of the Company's 
operations. 

Since that time the Company bas received customer complaints and arbitrations with aggregate 
claimed damages of approximately $3,400,000 of which claims with aggregate claimed damages 
of S2,800,000 have been resolved through settlements, arbitrations or withdrawal of the claim_ 
The claims have been filed by clients in Puerto Rico who own the Funds or Puerto Rico 
murucipal bonds and/or who used their UBS account assets as collateral for UBS non-purpose 
loans; customer complaint and arbitration allegations include fraud, misrepresentation and 
unsuitability <'.>f the Fwids and of the loans. 

A shareholder derivative action was filed in 2014 against UBSFSI, UBSFSrPR and UBS Trust of 
PR and current and certain fonner directors of the funds, alleging hundreds of millions in losses 
in the Funds. In 20 l 5, defendants' motion to dismiss was denied and a request for permission to 
appeal that rnling was denied by the Puerto Rico Supreme Court. 

lu 20 11 , a pwponed derivative act.ion was filed on behal f of Lbe Employee RetiremenL SysLem of 
the Commonwealth of Puerto Rico (the "System") against over forty defendants, including 
UBSFSIPR, which was named in connection with its underwriting and consulting services. 
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13. Commitments and Contingencies (continued) 

Plaintiffs alleged that defendants violated their purported fiduciary duties and contractual 
obligations in connection witb tbe issuance and undernrriting of approximately $3,000,000 of 
bonds by the System in 2008 and sought damages of over $800,000. In 20 I 6, the court granted 
the System's request to join the action as a plaintiff, but ordered that plaintiffs must fi le an 
amended complaint. In 2017, the court denied defendants' motion to dismiss the amended 
complaint. ln 2020, the court denied plaintiffs motion for summary judgement. 

Beginnfog in 2015, certain agencies and p ublic corporations of the Commonwealth of Puerto 
Rico defaulted on certain interest payments on Pueno Rico bonds. In 20 I 6. United States federal 
legislation created an oversight board with power to oversee Puerto Rico's finances and to 

restructure its debt. The oversight board has imposed a stay on exercise of certain creditors' 
rights. 1n 2017, the oversight board p laced certain bonds into a bankrup tcy-like proceeding under 
the supervision of a Federal District Judge. 

In May 20 I 9 the oversight board filed complaints in Puerto R ico federal district court bringing 
claims against financial. legal and accounting nrms that bad participated in Pueno Rico 
municipal bond offerings. including UBSFSI and UBSFSI PR, seeking a return of underwriting 
and swap fees paid in connection with those offerings. UBSFSI and UBSFSIPR estimate that 
they received approxima1ely $125,000 in fees jn the relevant offerings. 

In August 20J9, and February and November 2020, four US insurance companies that insured 
issues of Puerto Rico municipal bonds sued UBSFSI and seven other underwriters of Puerto Rico 
municipal bonds. The actions collectively seek recovery of an aggregate of S955,000 in damages 
from the defendants. The plaintiffs in these cases claim that defendants fai led to reasonably 
investigate financial statements in the offering materials for the insured Pueno Rico bonds issued 
between 2002 and 2007, which plaintiffs argue they relied upon in agreeing to insure the bonds 
notwithstanding that they bad no contractual relationship with the undeiwriters. 

Yield Enhancement Strategy Matters 

Customers of the Company have commenced arbitration proceedings seeking to recover losses 
incurred in the Yield Enhancement Strategy ("YES"), a managed options investment strategy. 
As of December 31

1 
2020, the aggregate claimed damages in these proceeding was 

approximately $160,000. In addition, the Company bas received regulatory inquiries from the 
SEC and FINRA, as well as certain state securities regulators, concerning YES. 
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13. Commitments and Contingencies (continued) 

The Company's consolidated statement of financial condition as of December 31. 2020 refleccs 
provisions with respect to these matters in amounts that tbe Company believes to be appropriate 
under the applicable accounting standards. As in the case of other matters for which the 
Company has established provisions, the future outflow of resources in respect of such matters 
cannot be determined with certainty based on currently available information, and accordingly 
may ultimately prove to be substantially greater (or may be less) than the provisions that have 
been recognized. 

Guarantees 

The Company has guaranteed the payment and performance obligations of UBS Swiss Financial 
Advisers AG (''SFA"), an investment adviser registered with the SEC. as it relates to certain 
transactions that SFA conducts in connection with the Company's clients. The guarantee is 
subject to a limit of $ 150,000. 

The Company is a member of various exchanges and clearinghouses that trade and clear 
securities and/or derivative contracts. Associated with its membership. the Company may be 
required to pay a proportionate share of the financial obligations of another member who may 
default on its obligations to the exchange or the clearinghouse. While the rules governing 
different exchange or clearinghouse members vary, in general, the Company's guarantee 
obligations would arise only if the exchange or clearinghouse bad previously exhausted its 
resources. In addition, any such guarantee obligation would be apportioned among the other non­
defaulting members of the exchange. Any potential contingent liability under these membership 
agreements cannot be estimated. The Company has not recorded any contingent liability in its 
consolidated statement of financiaJ condition for the agreements and believes that any potential 
requirement to make payments under these agreements is remote_ 

Other Commitments and Contingencies 

lo meeting the financing needs of certain of its clients, the Company may also issue standby 
letters of credit, which are fully collateralized by customer margin securities. Ar December 31. 
2020, the Company had outstanding $178,355 of .such .standby letters of credit. 

In the nonnal course of business, the Company enters into when-issued transactions and 
underwriting commitments. Settlement of these transactions after December 3 t , 2020 did not 
have a material impact on the consolidated statement of financiaJ condition, taken as a whole. 
There are no material underwriting commitments at December 31 , 2020. 

36 



UB Financial erv1ce In . 

ote to on olidated ta ment of finan iaJ Condition contjnued 
December 31 _020 

'Amount. ;,, Thou and of D /lar ) 

14. on olidated ub idiarie 

The following i a summary of c rtain finan ial information o tl1e ompan · con olidated 
sub idiari at D cember --1 20 O: 

BF Ip r 
FOC S 

(unaudited 

Total assets 1 63-

Total sto kbok:ler· equt ,53 

Other 

380, 26 

1.-

Eliminations/ 
0th r 

f ,102 

UB I 

I 9 I S74 

-4 3 ,621 

The ompany prepares Part II of Fonn -17 - - LLS ing the flo -through method allo ed 
pw-suam to ppeadix C of l CFR 40.1 c3-1 • the et apica l Rule ' . ccordingJy1 at 
December 31, 20_0, the computation of net capital in accordance with the et Capital Rul 
includes 139,94 of flm through capital ofUBSFSIPR. ee ote l et apital Requirements. 

15. et Capital R quirements 

As a registered broker-dealer ith the EC the ompan: is subject to the E ' et Capital 
Rule Rule 15c - I . The ompan compute its net capital requirement und r the 
alternati e method provided for in SE Rule f c3-l which requires the ompaa maintain net 
capital no I s than the e ·cess margin collected on resale agreements plus tbe greater of % of 
combined a0 gregate debit items arising from its customer reserve compuration as per EA Rul 
l 5c3-3 or the risk based capital requirement under Regulation 1.17 of the Commodity xchange 
Act. t December 1, 20 0 the Compan bad net capitaJ of 1 194 492 hich as 1 0 9 190 
in e cess of the required net capital of 14 302. The ompany' ratio of net capital to a gregate 
d bit item , as l 6.44%. 
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16. Equit)r Participation and Other Compensation Plans 

UBS bas several equity participation and other compensation plans to align the interests of 
executives, managers and staff with the interests of sbarebolders while continuously meeting 
regulatory requirements. 

Equity Ownership Plan ("EOP") 

EOP is a mandatory share-based compensation plan for all emp loyees with total compensation 
above a defined thresbo.ld. These employees receive a portion of their annuaJ performance-related 
compensation above the threshold in the fonn of notional shares. Furthermore, notional shares 
granted to (i) Group Managing Directors, (ii) employees who by the nature of their role have been 
determined to materially set, commit or control significant amounts of the firm's resources or 
exert significant influence over its risk profile and (iii) employees whose incentive exceeds a 
certain threshold are subject to performance conditions. The performance conditions are based on 
the U BS return on tangible equity and the divisional return on attributed equity. Certain awards, 
such as replacement awards issued outside the normal performance year cycle, such as 
replacement awards or sign-on awards, may take rhe form ot deferred cash under the EOP plan 
rules. 

Notional shares represent a promise to receive UBS sbares at vesting and do not carry voting 
rights during tbe vesting period. otional shares granted before February 2014 bave no rights to 
dividends, whereas awards granted since February 2014 carry a dividend equivalent which may 
be paid in notional shares or cash and which vests on the same terms and conditions as the 
awards. Awards are settled by delivering UBS shares at vesting. EOP awards generally vest in 
equal increments after two and three years following grant. Tue awards are generally forfeitable 
upon, among other circumstances, voluntary termination of employment with the Company. 

Deferred Contingent Capital Plan (''DCCP") 

DCCP is a mandatory deferred cash compensation plan for all employees with total 
compensation above a defined thresh old. DCCP awards granted up to January 2015 represent a 
right to receive a cash payment at vesting. For awards granted since February 2015, DCCP takes 
the form of notional additional tier 1 ("AT I") capital instruments, which may be settled at the 
discretion of UBS in the form of a cash payment or a marketable ATl capital instrument. 
Awards vest in fuIJ a fter five years unless tbere is a trigger or viabiLity event. 
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16. Equit)1 Participation and Other Compensation Plans (continued) 

Awards granted under the DCCP are wrinen down if UBS's common equity tier I capital ratio 
falls below defined thresholds. DCCP awards are also forfeited if a viability event occurs, rhat is 
if the Swiss Financial Market Supervisory Authority provides a written notice to UBS that the 
DCCP awards must be written down to prevent an insolvency, bankruptcy or failure of UBS, or if 
UBS receives a commitment of extraordinary support from the public sector that js necessary to 
prevent such an event. 

For awards granted up to January 20 LS, interest on the awards is paid annually. provided that 
UBS achieves an adjusted profit before tax in the preceding year. For awards granted since 
February 20 I 5, interest paymenrs are discretionary. The awards are generally forfe itable upon, 
among other circumstances, voluntary termination of employment with the Company. 

Equity Plus Plan 

Equity Plus is a voluntary s hare-based compensation plan that provides eligible employees with 
the opportunity to purchase shares of UBS at market value (not subject to vesting) and receive one 
notional UBS share for every three shares purchased, up to a maximum annual limit. Share 
purchases may be made annually from the perfonnance award and/or monthly through regular 
deductions from salary. [f the shares purchased are held for three years and, in general, if the 
employee remains ia employment. the notional shares vest. For notional shares granted since 
April 2014 , employees are entitled to receive a dividend equjvalent which may be paid in notional 
shares and/or cash. 

Voluntary Investment Plan 

The VolU1Jtary Investment Plan offers a select group of senior management employees an 
opportunity to defer their income, the length of the deferral is generally at the discretion of the 
employee. Each year that employees are eligible to participate in the Plan. they may e lect to defer 
the desired percentage of compensation into the Plan. These amounts are deducted from 
compensation before income taxes are applied. where al.lowable. Deferrals are fulJy vested and 
not subject to forfeirure. There are no Company conaibutions. 
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16. Equit)r Participation and Other Compensation Plans (continued) 

Financial Advisor Compensation 

The compensation for financial advisors is based on production payout and deferred 
compensation awards. Production payout, paid monthly in the form of non-deferred cash 
payments, is primarily based on compensable revenue generated by financial advisors. Financial 
advisors may also qualify for supplemental compensation in the fom1 of deferred compensation 
awards, which vest over various time periods of up to ten years depending on the type of award. 
Production payout rates and deferred compensation awards may be reduced for, among other 
things, negligence or carelessness, or a failure to comply with the firm's rules, standards, 
practices and policies or applicable Jaws and regulations. 

Strategic objective awards are deferred compensation awards based on strategic performance 
measures. including production. length of service with the firm and net new business. These 
awards are granted in the fonn of both deferred share-based and deferred cash-based awards with 
a vesting period of up to 6 years. 

Through performance year 2016. strategic objective awards were partly granted to eligible 
financial advisors under the PartnerPlus deferred cash plan. ln addition to such granted awards 
(Company contributions), participants were also allowed to voluntari ly contribute additional 
amounts otherwise payable as production payout up to a certain percentage, which vest upon 
contribution. Company contributions and voluntary contributions are credited with interest in 
accordance with the terms of the plan. Rather than being credited with interest, a participant may 
elect to have voluntary contributions, along with vested Company contributions, credited with 
notjonal earnings based on tl1e perfonnance of various mutual funds. Company contributi.ons 
and interest on both Company and voluntary contributions ratably vest in installments six to ten 
years fo llowing the grant date. Company contributions and interest on notional earnings are 
forfeitable under certain circumstances_ During the current year, the Company restated its 
consolidated statement of financial condition as of l January 2020 to correct a $43,000 liability 
understatement in coJmection with this plan, The restatement resulted from a correction of an 
actuarial calculation associated with compensation-related liabilities. The effects of the 
understatement were not material to prior-year statement of financial condition. 
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16. Equil)1 Participation and Other Compensation Plans (continued) 

The Company enters into compensatory arrangements to jncentivize certain eligible active 
financial advisors to achieve specified revenue production and other performance thresholds. 
Growth Plus is an incentive program for selected financial advisors whose revenue production 
and length of service exceed defined thresholds from 20 IO through 2017. Compensation 
arrangements were granted in 2010, 2011 , 2015, and 2018. The awards vest ratabJy over seven 
years from grant with tbe exception of the 2018 arrangement which vests over five years. 

The Company aJso offers the Aspiring legacy Financial Advisors program (ALFA) to eligible 
Financial Advisors, when they transition their relationships to other Financial Advisors 
(receiving FAs) as they leave the Financial Services industry. This program provides an 
opportunity to Financial Advisors to earn up to 300% of their production over the course of the 
progran1. The program aJlows financial Advisors to receive monthly payments for a period of 5 
years. 

The Company also enters into compensatory arrangements with certain new financial advisors 
primarily as a recruitment incentive. The compensation may be earned and paid ro the -financial 
advisor during a period of continued employment and may be forfeited under certain 
circumstances. 

In addition to these compensation arrangements, the Company may issue loans to certain new 
and active financial advisors. As of December 31, 2020, the Company bad loans to financial 
advisors of S 183,057 (net of an allowance for creclit losses of S29, 790) related to these loans, 
wruch are included in other assets in the consolidated statement of financial condition. 

17. Pension and Other Post-Employment Benefit Plans 

Defined Benefit Pension Plan 

Eligible employees of rhe Company were included in the non-contributory defined benefit 
pension plan of UBSFSI (the " Plan"), which was frozen in 1998. 
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17. Pen ion and Other P t-Emplo meat .Benefit Plan continued) 

The folio\! ·ng table shO\ the chao es in the projected benefit obli0 atioa and fair alue of Plan 
as et during 20 O as v eU as the o erfunded ~raru of the Plan v bicb i included in accrued 
comp n atioo and b nefit on the ompany' coo olidated statement of finan ial condition at 
December 1 2020: 

o olidat d tati ment of Financial ondition 

Projected benefit obligation at Dec aiJer L 2020 
Fair vaJue of plan a ts at Deceai:>er 31 2020 

December I O_O tatus: overfimded 

9 . 6 
(14,643) 

The measur ment date as December --1 020. The accumulated b nefit obligation for the year 
ended December l 20 0 as S894,06 . Fair alue of plan assets and fund d status surplus, as 
at December 31 o_o \l ere $908,706 and $14 64 re pecti cly. 

For December 020 the benefit obligation and benefit co for the Plan , ere determined using 
the folio\! iog rates: 

Dscount rate 

A rage rate of co~ensation increase 
[merest crediting rat s 

Benefit 
Obligation 

-.06% 

I 

IA 

Ben fit Co t 

3.07¾ 

I 

I 

The , eigbted a erag of the e pected returns for ea h asset class used in d tem1iniog the e pected 
long-term rate of return on Plan as t for each asset las as . 9% for 2020. 

Im· tmelll Polici and ·,ra1egi 

The Plan 's long-term asset aUocation target onsisting of 0% equity securities and 70% debt 
securities. lbe equity allocation indud .S. equiti of large, medium and sma11 capitalization 
companies international equity and alternative in esttnents. The fixed income allocation includ 

. . Ion -tenn fixed in ome and pportunisti in estments in high yield and international fi ed 
m ome. 
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17. Pension and Other Post-Emplo. ment Benefit Plans (continued 

Ba · Usetl I D tennine the £'Kp led Lon -Term Return 011 Plan A · A umplion 

A ,veighted a erage of the e pected returns for each asset clas " as used in detennining the expe ted 
long-tenn rate off rum on Plan ass ts. The expected returns are based on a apital marke mod I 
d eloped b the Plan s in tm nt con ulcant. 

0111rih111ic 11. 

o contributions were made to the Plan for tb ar ended December 20_0_ The furure 
contributions to the Plan ,,vil.l bee aluated on a quarter! basi b the Compan _ 

£ ·timated Future Benefit Pa me/ll'i 

The folio, ·ng benefit payments, whi h reflect e pe ted future service . a appropriate are 
expected to be pa1d: 

2025 

ears 2026 - 2030 

43 

D fin d Benefit 
Payments 

64.97 

6 , 2 
6 • 1 
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17. Pen ion and Other Po t-Emplo m nt .Ben fit Plan continu d) 

·air alu ea. uremem Plan 

At December l ~020 the fair alu of in estments held b the Plan are a folio 

inA m·e 
M,1i. hi 

Identical 

nr 
r 

Obsen·abk 

lnp 

.340 
•. 2 

1$66 

Le,·el 3 C J 

16.6IS 

In the year ended Dec rnber l , 2020 there were no dir t in estments in UB sto k or debt 
included -in the as et held b the Plan. 

The folio ing are the major categorie of Plan assets and a description of the aluation 
methodologies us d for as et measured at fair alue. Th re ha been no change in the 
methodologies u ed at D rember I 2020. 

111111011 ·, k: crivel traded e uriti are alu d at th clo ino price r port d on th acti e 
e change marker on wbi b th iodi ·idual securitie are traded. 

Mu111a/li o/1 live fimd and hort-lenn i11v Im nt : Funds that are active! traded on an 
e change are priced based on the last e change price hich repr sents the net asset value 
(' V" of shares held by the Plan at ear end. Fund that are not acti el traded on an 
e cbange are priced at the of shares held b the Plan at year end using inputs that 
corroborate the \: ith obse able i.e. on-going redemption and/or subscription activi ) 
market based data 

,ov mm 111 e uriae · a11d orp r te debt ·e uriti : Go emrnent ecunue and corporate debt 
securities are valued primarily usin:, institutional bid e aluations. Bid e aluatioa are an 
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17. Pension and Other Post-Employment Benefit Plans (continued) 

estimated price at which a de.aJer would pay for a security. Corroborated indicative market 
observable data such as reported sales of similar securiries. broker and dealer quotes, market 
information, including Live trading levels are used when available to estimate the institutionaJ bid 
evaluation. Government securities use tbe consensus and matrix pricing method. The inputs 
(quotes, spread and data points for yield curves) to these methods can be considered to be 
observable market based data. Corporate debt securities use the discounted cash flow method. 
The inputs (e.g. , tbe issue's margin, the forward curve from the appropriate benchmark, and data 
points for yield scale) to these methods can be considered to be observable market based data. 

The methods described above may produce a fair value calculation that may nor be indicative of 
net realizable value or reflective of future fair values. Furthermore, while the Plan believes its 
valuation methods are appropriate and consistent with other market participants, the use of 
different methodologies or assumptions to detennine the fair value of cenaio financial 
instruments could result in a different fair value measurement at the reporting date. 

Post-Retirement Medical and Life Plan 

As at December 31 , 2020 a net liability of S120 was recognized for post-employment medical 
plan. 

Other- Benefit Plans 

Employees of the Company are eligible to participate io the UBS 401 (k) Plan or UBS Financial 
Services Inc. of Puerto Rico Savings Plus Plan, which include an employee savings investment 
plan and a defined retirement contribution plan. 

UBSFSI also prov ides certain life insurance and health care benefits to employees of the 
Company, 
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18. Jacome Taxes 

Deferred income taxes reflect the net tax effects of temporary differences between carrying 
amounts of assets and liabilities for financial reponiog purposes and the amounts used for 
income tax purposes. 

In accordance with ASC 740, if it is more Likely than not that the ultimate realization of deferred 
tax assets is not going to be recognized. a valuation allowance should be recorded. lo assessing 
the recoverability of the deferred tax assets, the Company considered aU available positive and 
negative evidence, including history of earnings, possible tax planning strategies and future 
taxable income, supported through detailed projections. 

After consideration of all relevant evidence, UBSFS1 believes that it is more likely than not that 
a benefit will be realized for federal, state, and local deferred tax assets and accordingly, no 
valuation allowance was recorded against these assets. 

After consideration of all relevant evidence. tIBSFSTPR believes that it is more likely than not 
that a benefit will not be realized for certain foreign deferred tax assets and accordingly, a 
valuation allowance of 551 1,064 has been recorded. Since December 31 , 2019. rhe valuation 
allowance related to foreign deferred tax assets increased by SS,050. 
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The compon nt of the Compan 's deferr d tax a sets and liabilities as of D e ember ""I . _Q_0 
ere as follows : 

Defe rredta as ets: 
apitaliied exp nd:iture 
uplo e bendits 

et operatin bss carryforwards 

Lease liability 
cccbatcd income and deferred dcdoctxms 

Book o er rru depreciation 

aluation allowance 
Total deferred tax as ets 

U f erred tax lia biliti s : 

ccelerated d ductions and deferred ircome 

Right-of.use asset 
alua.tion of trading assers and in esnrents 

Total deferred tax liabilities 

et deferred tax assets 

1.17 . 

2 142 

9123 

At D cember I, Q_Q the Compan ha fo reign net operating lo ca orwards of I I 91 56 
with expiration dates startin in _024. 
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The effecti e tax rate for the Compan differs from the statutory federa l rate primarily due to the 
chan e in th vaJuation allo, ance for the ompan s foreign deferred ta a ets foreign tare 
and local taxes, non-deductibl peases tax-exempt intere t income adjustments to exi rin~ 
deferred tax balan e for ign tax redit and shortfall on equity-ba ed compen ation. 

r nciLiation of th b ginning and nding amount of unr ogniz d ta b n fits i as follo s: 

Total arrounts of llllre ognized ta benefits as ofJanuary 1. 020 
Gros annums of the increa es in unrecognized tax benefits a a resuh of 

tax po itions taken durin!:= a poor period 
Gross am:>tmts of the decrea in m1recognized tax benefits as a r ult o 
tax posifuns taken during a prior period 
Gros armunts of the · reases in unrecognized tax benefits as a .r: suh of 

tax po iti:>ns taken during the current period 

Gross an10unts of the decreases in unrecognized tax benefits as a result of 

ra po itions taken during th current period 

The armW1ts of decreases in the unrecognized tax benefits relatin-=- to 
ettlerrems it:h taxing authorites 

Reductions to the unrecogniz.ed tax benefits as a result ofa bpse of the 
applicable statute of limitations 

Total ammms ofunre ognized ra bene as ofDe ember 31 20 0 

The total a1rount of Wlfe ognized rax benefits tha if recognired ould 

affect the efrective ta rate 
The total arr unt of imerest and penah:i!s recognized in the consolidated 
tatemeat of operations 

Th total am:mnt of inter t and p ~s recognized in the onsolidated 
statement of financial condition 
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18. Income Taxes (continued) 

VBSFSI is included in the consoJidated federal income tax return and cenaia combined state and 
local income tax returns of UBS Americas. UBSFSI also files stand-alone returns in various state 
and local jurisdictions. As of December 3 I , 2020, the consolidated group is under examination 
by the Internal Revenue Service ("IRS") for tax years 2015 and 2016. The 2017, 2018 and 2019 
tax years are open for examination. There are various state and local jurisdictions currently under 
audit for tax years 2002 through 2019. UBSFSIPR files income tax returns with the 
Commonwealth of Puerto Rico. for which tax years 2015 through 20 19 are subject to 
examination. 

In the next twelve months, the Company believes that there will be no material changes to 
unrecognized tax benefits. 

19. Subsequent Events 

The Company bas evaluated its subsequent event disclosure through March I, 202 I, the date that 
the Company's consolidated statement of financial condition was issued, and has determined that 
there are no events, that would have a material of impact on tbe consolidated statement of 
financial condition. 
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