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California 94-2656341

(State or other jurisdiction (IRS Employer
Identification No.)

of incorporation or organization)

5990 Gleason Drive, Dublin, California 94568
(Address of principal executive offices) (Zip code)

_____________________

The Giga-tronics Incorporated 2018 Equity Incentive Plan

(Full title of the plan)

With a copy to:
John R. Regazzi

Chief Executive Officer

5990 Gleason Drive

Dublin, California 94568

(Name and Address of agent for service)

David J. Gershon, Esq.

Sheppard, Mullin, Richter and Hampton LLP

Four Embarcadero Center, 17th Floor

San Francisco, California 94111 
Telephone: (415) 434-9100

(925) 328-4650

(Telephone number, including area code, of agent for service)

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer ☐Accelerated filer ☐
Non-accelerated filer ☐  Smaller reporting company ☒

Emerging growth company ☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 7(a)(2)(B)
of the Securities Act. ☐

_____________________
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CALCULATION OF REGISTRATION FEE

Title of securities Amount to Proposed maximum Proposed maximum Amount of

to be registered be registered(1) offering price per share(2)
aggregate offering price
(2)

registration
fee

Common Stock, no par
value 2,500,000 $0.31 $775,000 $93.93

(1) This Registration Statement covers shares authorized for issuance under the Giga-tronics Incorporated 2018 Equity
Incentive Plan. This Registration Statement shall also cover any additional shares of the registrant's common stock
that become issuable by reason of any stock dividend, stock split, recapitalization or any other similar transaction
effected without the registrant’s receipt of consideration which results in an increase in the number of outstanding
shares of the registrant’s common stock.

(2) Estimated solely for the purpose of calculating the registration fee and based on the average of the high and low
sales prices of the common stock on the over-the-counter market of $0.31 on October 15, 2018 pursuant to Rule
457(c) under the Securities Act of 1933, as amended.

Edgar Filing: GIGA TRONICS INC - Form S-8

3



TABLE OF CONTENTS

PART I INFORMATION REQUIRED IN THE 10(a) PROSPECTUS 2
Item 1. Plan Information. NP
Item 2. Registrant Information and Employee Plan Annual Information. NP
PART II INFORMATION REQUIRED IN THE REGISTRATION
STATEMENT 2

Item 3. Incorporation of Documents by Reference. 2
Item 4. Description of Securities. 3
Item 5. Interests of Named Experts and Counsel. 3
Item 6. Indemnification of Directors and Officers. 3
Item 7. Exemption from Registration Claimed. 3
Item 8. Exhibits. 3
Item 9. Undertakings 3
SIGNATURES 5
EXHIBIT INDEX 6

1

Edgar Filing: GIGA TRONICS INC - Form S-8

4



PART I

INFORMATION REQUIRED IN THE SECTION 10(a) PROSPECTUS

In accordance with the instructional note to Part I of Form S-8 as promulgated by the U.S. Securities and Exchange
Commission (the “Commission”), the information specified by Part I of the Form S-8 has been omitted from this
Registration Statement.

PART II

INFORMATION REQUIRED IN THE REGISTRATION STATEMENT

Item 3. Incorporation of Documents by Reference.

Giga-tronics Incorporated (the “Registrant”) hereby incorporates by reference into this Registration Statement the
following documents, which have been filed with the Commission:

(a)
the Registrant’s Annual Report on Form 10-K for the fiscal year ended March 31, 2018 filed with the Commission
on June 19, 2018 (including the portions of the Registrant’s Definitive Proxy Statement for its 2018 Annual Meeting
of Shareholders incorporated by reference therein);

(b)the Registrant’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2018;

(c)the Registrant’s Current Reports on Form 8-K filed on July 9, 2018, August 20, 2018 and August 28, 2018 andSeptember 24, 2018; and

(d)
the description of the Registrant’s common stock included in the Registrant’s Registration Statement on Form 8-A
filed on July 31, 1984 and any amendment or report filed for the purpose of updating such description, including
any amendment or report filed for the purpose of updating such description.

All reports and definitive proxy or information statements filed pursuant to Sections 13(a), 13(c), 14 or 15(d) of the
Securities Exchange Act of 1934, as amended after the date of this registration statement and prior to the filing of a
post-effective amendment which indicates that all securities offered hereby have been sold or which deregisters all
securities then remaining unsold shall be deemed to be incorporated by reference into this registration statement and to
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be a part hereof from the date of filing of such documents. The Registrant expressly excludes from such incorporation
information furnished pursuant to Item 2.02 or Item 7.01 of any Current Report on Form 8-K. Any document or any
statement contained in a document incorporated or deemed to be incorporated herein by reference shall be deemed to
be modified or superseded for purposes of this registration statement to the extent that a subsequently filed document
or a statement contained herein or in any other subsequently filed document which also is or is deemed to be
incorporated herein by reference modifies or supersedes such document or such statement. Any such document or
statement so modified or superseded shall not be deemed, except as so modified or superseded, to constitute a part of
this registration statement.

2
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Item 4. Description of Securities.

Not Applicable.

Item 5. Interests of Named Experts and Counsel.

Not Applicable.

Item 6. Indemnification of Directors and Officers.

The Registrant’s Articles of Incorporation provide that the liability of the directors for monetary damages shall be
eliminated to the fullest extent permissible under California law. The Articles of Incorporation also provides that the
Registrant is authorized to provide indemnification of agents (as defined in Section 317 of the California Corporations
Code) through bylaw provisions, agreements with agents, vote of shareholders or disinterested directors or otherwise,
in excess of the indemnification otherwise permitted by Section 317 of the California Corporations Code, subject only
to applicable limits set forth in Section 204 of the California Corporations Code with respect to actions for breach of
duty to the corporation and its shareholders. Directors and officers enter into indemnification agreements with the
Registrant under which the Registrant indemnifies them to the full extent authorized by the provisions of the
California Corporations Code, as it may be amended from time to time, subject to certain limitations. Section 5.01 of
the Registrant’s bylaws provides that the corporation shall indemnify its directors, and, by action of the Board of
Directors, may indemnify each of its other agents, against expenses, judgments, fines, settlements and other amounts
actually and reasonably incurred by such person by reason of such person's having been made or having threatened to
be made a party to a proceeding in excess of the indemnification otherwise permitted by the provisions of Section 317
of the California Corporations Code subject to the limits on such excess indemnification set forth in Section 204 of the
California Corporations Code.

The Registrant also maintains officers and director’s liability insurance

Item 7. Exemption from Registration Claimed.

Not Applicable.
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Item 8. Exhibits.

Exhibit Description
5.1 Opinion of Sheppard Mullin Richter & Hampton, LLP as to the securities being registered.

10.1
Giga-tronics Incorporated 2018 Equity Incentive Plan (incorporated herein by reference to Appendix A to
the Registrant’s Proxy Statement on Schedule 14A for its 2018 Annual Meeting of Shareholders filed with
the Commission on July 30, 2018).

23.1 Consent of Independent Registered Public Accounting Firm, Armanino LLP.
23.2 Consent of Independent Registered Public Accounting Firm, Crowe LLP.
23.3 Consent of Sheppard, Mullin, Richter & Hampton LLP (included in Exhibit 5.1).
24.1 Power of Attorney (included in the signature page to this Registration Statement).

Item 9. Undertakings.

The Registrant hereby undertakes:

(a)(1) To file, during any period in which offers or sales are being made, a post-effective amendment to this
Registration Statement:

(i) To include any prospectus required by Section 10(a)(3) of the Securities Act;

(ii) To reflect in the prospectus any facts or events arising after the effective date of the Registration Statement (or the
most recent post-effective amendment thereof) which, individually or in the aggregate, represent a fundamental
change in the information set forth in the Registration Statement. Notwithstanding the foregoing, any increase or
decrease in volume of securities offered (if the total dollar value of securities offered would not exceed that which was
registered) and any deviation from the low or high end of the estimated maximum offering range may be reflected in
the form of prospectus filed with the Commission pursuant to Rule 424(b) if, in the aggregate, the changes in volume
and price represent no more than a 20 percent change in the maximum aggregate offering price set forth in the
“Calculation of Registration Fee” table in the effective Registration Statement;

3
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(iii) To include any material information with respect to the plan of distribution not previously disclosed in the
Registration Statement or any material change to such information in the Registration Statement.

Provided, however, that paragraphs (a)(1)(i) and (a)(1)(ii) do not apply if the information required to be included in a
post-effective amendment by those paragraphs is contained in periodic reports filed with or furnished to the
Commission by the Registrant pursuant to Section 13 or 15(d) of the Exchange Act that are incorporated by reference
in the Registration Statement; and

(2) That, for the purpose of determining any liability under the Securities Act, each such post-effective amendment
shall be deemed to be a new registration statement relating to the securities offered therein, and the offering of such
securities at that time shall be deemed to be the initial bona fide offer thereof.

(3) To remove from registration by means of a post-effective amendment any of the securities being registered which
remain unsold at the termination of the offering.

(b) The undersigned registrant hereby undertakes that, for the purpose of determining any liability under the Securities
Act of 1933, each filing of the registrant’s annual report pursuant to Section 13(a) or Section 15(d) of the Exchange
Act (and, where applicable, each filing of an employee benefit plan’s annual report pursuant to Section 15(d) of the
Exchange Act) that is incorporated by reference in the Registration Statement shall be deemed to be a new registration
statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to
be the initial bona fide offering thereof.

(c) Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers and
controlling persons of the Registrant pursuant to the foregoing provisions, or otherwise, the Registrant has been
advised that in the opinion of the Commission such indemnification is against public policy as expressed in the
Securities Act and is, therefore, unenforceable. In the event that a claim for indemnification against such liabilities
(other than the payment by the Registrant of expenses incurred or paid by a director, officer or controlling person of
the Registrant in the successful defense of any action, suit or proceeding) is asserted by such director, officer or
controlling person in connection with the securities being registered, the Registrant will, unless in the opinion of its
counsel the matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question
whether such indemnification by it is against public policy as expressed in the Securities Act and will be governed by
the final adjudication of such issue.

4
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, as amended, the Registrant certifies that it has reasonable
grounds to believe that it meets all of the requirements for filing on Form S-8 and has duly caused this registration
statement to be signed on its behalf by the undersigned, thereunto duly authorized, in the City of Dublin, State of
California on October 17, 2018.

GIGA-TRONICS INCORPORATED

By:/s/ John R. Regazzi
John R. Regazzi
Chief Executive Officer and President

POWER OF ATTORNEY

Each of the undersigned officers and directors does hereby constitute and appoint John R. Regazzi and Lutz P.
Henckels, and each of them, or their substitute or substitutes, as his or her true and lawful attorneys-in-fact and agents,
with full power and authority to do any and all acts and things and to execute and file or cause to be filed any and all
instruments, documents or exhibits which said attorneys and agents, or either one of them, determine may be
necessary or advisable or required to enable said corporation to comply with the Securities Act of 1933, as amended,
and any rules or regulations or requirements of the Securities and Exchange Commission in connection with this
registration statement. Without limiting the generality of the foregoing power and authority, the powers granted
include the power and authority to sign the names of the undersigned officers and directors in the capacities indicated
below to this registration statement, to any and all amendments, both pre-effective and post-effective, and
supplements to this registration statement and to any and all instruments, documents or exhibits filed as part of or in
conjunction with this registration statement or amendments or supplements thereof, with the powers of substitution
and revocation, and each of the undersigned hereby ratifies and confirms all that said attorneys and agents, or either
one of them, or their substitute or substitutes, shall lawfully do or cause to be done by virtue hereof. In witness
whereof, each of the undersigned has executed this Power of Attorney as of the dates indicated below.

In accordance with the requirements of the Securities Act of 1933, as amended, this Registration Statement has been
signed by the following persons in the capacities and on the dates stated.

Signature Title Date
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/s/ Gordon
L. Almquist Director October 17,

2018
Gordon L. Almquist

/s/ Lutz P. Henckels 
Lutz P. Henckels

Executive Vice President, Chief Financial Officer (Principal Financial and
Accounting Officer) and Director

October 17,
2018

/s/ John R. Regazzi 
John R. Regazzi Chief Executive Officer (Principal Executive Officer) and Director October 17,

2018

/s/ William
J. Thompson Director and Chairman of the Board October 17,

2018
William J. Thompson

/s/ Jamie Weston Director October 17,
2018

Jamie Weston 
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EXHIBIT INDEX

Exhibit Description
5.1 Opinion of Sheppard Mullin Richter & Hampton LLP as to the securities being registered.

10.1 Giga-tronics Incorporated 2018 Equity Incentive Plan (incorporated herein by reference to Appendix A to the
Registrant’s Proxy Statement on Schedule 14A for its 2018 Annual Meeting of Shareholders).

23.1 Consent of Independent Registered Public Accounting Firm, Armanino LLP.
23.2 Consent of Independent Registered Public Accounting Firm, Crowe LLP.
23.3 Consent of Sheppard Mullin Richter & Hampton LLP (included in Exhibit 5.1).
24.1 Power of Attorney (included in the signature page to this Registration Statement).
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i) it concludes that there is justified concern that UBS is over-indebted or has serious liquidity problems or (ii) UBS
fails to fulfil the applicable capital adequacy requirements (whether on a standalone or consolidated basis) after expiry
of a deadline set by FINMA. If one of these pre-requisites is met, FINMA is authorized to open restructuring
proceedings or liquidation (bankruptcy) proceedings in respect of, and/or impose protective measures in relation to,
UBS. The Swiss Banking Act grants significant discretion to FINMA in connection with the aforementioned
proceedings and measures. In particular, a broad variety of protective measures may be imposed by FINMA, including
a bank moratorium or a maturity postponement, which measures may be ordered by FINMA either on a stand-alone
basis or in connection with restructuring or liquidation proceedings. The resolution regime of the Swiss Banking Act
is further detailed in the FINMA Banking Insolvency Ordinance (“BIO-FINMA”). In a restructuring proceeding,
FINMA, as resolution authority, is competent to approve the resolution plan. The resolution plan may, among other
things, provide for (a) the transfer of all or a portion of UBS’s assets, debts, other liabilities and contracts (which may
or may not include the contractual relationship between UBS and the holders of Securities) to another entity, (b) a stay
(for a maximum of two business days) on the termination of contracts to which UBS is a party, and/or the exercise of
(w) rights to terminate, (x) netting rights, (y) rights to enforce or dispose of collateral or (z) rights to transfer claims,
liabilities or collateral under contracts to which UBS is a party, (c) the conversion of UBS’s debt and/or other
obligations, including its obligations under the Securities, into equity (a “debt-to-equity” swap), and/or (d) the partial or
full write-off of obligations owed by UBS (a “write-off”), including its obligations under the Securities. The
BIO-FINMA provides that a debt-to-equity swap and/or a write-off of debt and other obligations (including the
Securities) may only take place after (i) all debt instruments issued by UBS qualifying as additional tier 1 capital or
tier 2 capital have been converted into equity or written-off, as applicable, and (ii) the existing equity of UBS has been
fully cancelled. While the BIO-FINMA does not expressly address the order in which a write-off of debt instruments
other than debt instruments qualifying as additional tier 1 capital or tier 2 capital should occur, it states that
debt-to-equity swaps should occur in the following order: first, all subordinated claims not qualifying as regulatory
capital; second, all other claims not excluded by law from a debt-to-equity swap (other than deposits); and third,
deposits (in excess of the amount privileged by law). However, given the broad discretion granted to FINMA as the
resolution authority, any restructuring plan in respect of UBS could provide that the claims under or in connection
with the Securities will be partially or fully converted into equity or written-off, while preserving other obligations of
UBS that rank pari passu with, or even junior to, UBS’s obligations under the Securities. Consequently, holders of
Securities may lose all of some of their investment in the Securities. In the case of restructuring proceedings with
respect to a systemically important Swiss bank (such as UBS), the creditors whose claims are affected by the
restructuring plan will not have a right to vote on, reject, or seek the suspension of the restructuring plan. In addition,
if a restructuring plan has been approved by FINMA, the rights of a creditor to seek judicial review of the
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restructuring plan (e.g., on the grounds that the plan would unduly prejudice the rights of holders of Securities or
otherwise be in violation of the Swiss Banking Act) are very limited. In particular, a court may not suspend the
implementation of the restructuring plan. Furthermore, even if a creditor successfully challenges the restructuring
plan, the court can only require the relevant creditor to be compensated ex post and there is currently no guidance as to
on what basis such compensation would be calculated or how it would be funded.

•

Dealer incentives - UBS and its affiliates act in various capacities with respect to the Securities. We and our affiliates
may act as a principal, agent or dealer in connection with the sale of the Securities. Such affiliates, including the sales
representatives, will derive compensation from the distribution of the Securities and such compensation may serve as
an incentive to sell these Securities instead of other investments. We will pay total underwriting compensation of
1.50% per Security to any of our affiliates acting as agents or dealers in connection with the distribution of the
Securities. Given that UBS Securities LLC and its affiliates temporarily maintain a market making premium, it may
have the effect of discouraging UBS Securities LLC and its affiliates from recommending sale of your Securities in
the secondary market.

•

Uncertain tax treatment - Significant aspects of the tax treatment of the Securities are uncertain. You should read
carefully the sections entitled "What are the Tax Consequences of the Securities" herein and in the prospectus
supplement and “Material U.S. Federal Income Tax Consequences” in the accompanying product supplement, and
consult your tax advisor about your tax situation.

Information about the Underlying Asset

All disclosures regarding the underlying asset are derived from publicly available information. UBS has not
conducted any independent review or due diligence of any publicly available information with respect to the
underlying asset. You should make your own investigation into the underlying asset.

The underlying asset will be registered under the Securities Act of 1933, the Securities Exchange Act of 1934 (as
amended, the "Exchange Act") and/or the Investment Company Act of 1940, each as amended. Companies with
securities registered with the SEC are required to file financial and other information specified by the SEC
periodically. Information filed by the underlying asset issuer with the SEC can be reviewed electronically through a
website maintained by the SEC. The address of the SEC’s website is http://www.sec.gov. Information filed with the
SEC by the underlying asset issuer can be located by reference to its SEC file number provided below. In addition,
information filed with the SEC can be inspected and copied at the Public Reference Section of the SEC, 100 F Street,
N.E., Room 1580, Washington, D.C. 20549. Copies of this material can also be obtained from the Public Reference
Section, at prescribed rates.

Regeneron Pharmaceuticals, Inc.

According to publicly available information, Regeneron Pharmaceuticals, Inc. ("Regeneron") is a biopharmaceutical
company that discovers, invents, develops, manufactures, and commercializes medicines for the treatment of serious
diseases and medical conditions. Information filed by Regeneron with the SEC can be located by reference to its SEC
file number: 000-19034, or its CIK Code: 0000872589. Regeneron's website is regeneron.com. Regeneron's common
stock is listed on the NASDAQ Global Select Market under the ticker symbol "REGN."
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Information from outside sources is not incorporated by reference in, and should not be considered part of, this
preliminary terms supplement or any accompanying prospectus. UBS has not conducted any independent review or
due diligence of any publicly available information with respect to the underlying asset.

Historical Information

The following table sets forth the quarterly high and low closing prices for Regeneron's common stock, based on daily
closing prices on the primary exchange for Regeneron. We obtained the closing prices below from Bloomberg
Professional service (“Bloomberg”), without independent verification. The closing prices may be adjusted by
Bloomberg for corporate actions such as stock splits, public offerings, mergers and acquisitions, spin-offs,
extraordinary dividends, delistings and bankruptcy. UBS has not undertaken an independent review or due diligence
of any publicly available information obtained from Bloomberg. Regeneron's closing price on April 16, 2019 was
$367.69. The actual initial price will be the closing price of Regeneron's common stock on the trade date. Past
performance of the underlying asset is not indicative of the future performance of the underlying asset.

Quarter Begin Quarter End Quarterly High Quarterly Low Quarterly Close

07/01/2014 09/30/2014 $364.41 $296.41 $360.52

10/01/2014 12/31/2014 $434.95 $328.07 $410.25

01/02/2015 03/31/2015 $488.87 $396.89 $451.48

04/01/2015 06/30/2015 $539.40 $438.27 $510.13

07/01/2015 09/30/2015 $592.40 $451.82 $465.14

10/01/2015 12/31/2015 $587.09 $459.82 $542.87

01/04/2016 03/31/2016 $519.48 $359.68 $360.44

04/01/2016 06/30/2016 $427.20 $331.05 $349.23

07/01/2016 09/30/2016 $441.37 $358.50 $402.02

10/03/2016 12/30/2016 $444.52 $336.01 $367.09
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01/03/2017 03/31/2017 $397.80 $340.75 $387.51

04/03/2017 06/30/2017 $526.53 $366.06 $491.14

07/03/2017 09/29/2017 $521.22 $431.38 $447.12

10/02/2017 12/29/2017 $469.95 $358.63 $375.96

01/02/2018 03/29/2018 $393.78 $315.82 $344.36

04/02/2018 06/29/2018 $344.99 $284.60 $344.99

07/02/2018 09/28/2018 $408.51 $351.14 $404.04

10/01/2018 12/31/2018 $403.04 $335.82 $373.50

01/02/2019 03/29/2019 $439.57 $372.08 $410.62

04/01/2019* 04/16/2019* $414.82 $367.69 $367.69

* As of the date of this preliminary terms supplement available information for the second calendar quarter of 2019
includes data for the period from April 1, 2019 through April 16, 2019. Accordingly, the “Quarterly High,” “Quarterly
Low” and “Quarterly Close” data indicated are for this shortened period only and do not reflect complete data for the
second calendar quarter of 2019.

The graph below illustrates the performance of Regeneron's common stock for the period indicated, based on
information from Bloomberg. The solid line represents a hypothetical trigger price and coupon barrier of $265.61,
which is equal to 75.00% of an intra-day price on April 17, 2019. The actual trigger price and coupon barrier will be
based on the closing price of Regeneron's common stock on the trade date. Past performance of the underlying
asset is not indicative of the future performance of the underlying asset.

What are the Tax Consequences of the Securities?
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The U.S. federal income tax consequences of your investment in the Securities are uncertain. There are no
statutory provisions, regulations, published rulings or judicial decisions addressing the characterization for
U.S. federal income tax purposes of securities with terms that are substantially the same as the Securities. Some
of these tax consequences are summarized below, but we urge you to read the more detailed discussion in the
prospectus supplement under “What are the Tax Consequences of the Securities?” and the accompanying
product supplement under “Material U.S. Federal Income Tax Consequences — Securities Treated as Prepaid
Derivatives or Prepaid Forwards” and to discuss the tax consequences of your particular situation with your tax
advisor. This discussion is based upon the Internal Revenue Code of 1986, as amended (the “Code”), final,
temporary and proposed U.S. Treasury Department (the “Treasury”) regulations, rulings and decisions, in each
case, as available and in effect as of the date hereof, all of which are subject to change, possibly with retroactive
effect. Tax consequences under state, local and non-U.S. laws are not addressed herein. No ruling from the U.S.
Internal Revenue Service (the “IRS”) has been sought as to the U.S. federal income tax consequences of your
investment in the Securities, and the following discussion is not binding on the IRS.

U.S. Tax Treatment. Pursuant to the terms of the Securities, UBS and you agree, in the absence of a statutory or
regulatory change or an administrative determination or judicial ruling to the contrary, to characterize the Securities as
pre-paid derivative contracts with respect to the underlying asset. If your Securities are so treated, any contingent
coupon that is paid by UBS (including on the maturity date or call settlement date) should be included in your income
as ordinary income in accordance with your regular method of accounting for U.S. federal income tax purposes.

In addition, excluding amounts attributable to any contingent coupon, you should generally recognize capital gain or
loss upon the taxable disposition of your Securities in an amount equal to the difference between the amount you
receive at such time (other than amounts or proceeds attributable to a contingent coupon or any amount attributable to
any accrued but unpaid contingent coupon) and the amount you paid for your Securities. Such gain or loss should
generally be long-term capital gain or loss if you have held your Securities for more than one year (otherwise such
gain or loss would be short-term capital gain or loss if held for one year or less). The deductibility of capital losses is
subject to limitations. Although uncertain, it is possible that proceeds received from the taxable disposition of your
Securities prior to a coupon payment date that are attributable to an expected contingent coupon could be treated as
ordinary income. You should consult your tax advisor regarding this risk.

We will not attempt to ascertain whether the underlying asset issuer would be treated as a “passive foreign investment
company” (a “PFIC”) within the meaning of Section 1297 of the Code or as a “United States real property holding
corporation” (a “USRPHC”) within the meaning of Section 897 of the Code. If the underlying asset issuer were so
treated, certain adverse U.S. federal income tax consequences might apply, to a U.S. holder in the case of a PFIC and
to a non-U.S. holder in the case of a USRPHC, upon the taxable disposition of a Security. You should refer to
information filed with the SEC or the equivalent governmental authority by the underlying asset issuer and consult
your tax advisor regarding the possible consequences to you in the event that such entity is or becomes a PFIC or
USRPHC.

In the opinion of our counsel, Cadwalader, Wickersham & Taft LLP, based on certain factual representations
received from us, it would be reasonable to treat your Securities in the manner described above. However,
because there is no authority that specifically addresses the tax treatment of the Securities, it is possible that
your Securities could alternatively be treated for tax purposes as a single contingent payment debt instrument,
or pursuant to some other characterization, such that the timing and character of your income from the
Securities could differ materially and adversely from the treatment described above, as described further
under “Material U.S. Federal Income Tax Consequences — Alternative Treatments for Securities Treated as Any
Type of Prepaid Derivative or Prepaid Forward” in the accompanying product supplement. Because of this
uncertainty, we urge you to consult your tax advisor as to the tax consequences of your investment in the Notes.
Notice 2008-2. In 2007, the IRS released a notice that may affect the taxation of holders of the Securities. According
to Notice 2008-2, the IRS and the Treasury are actively considering whether the holder of an instrument such as the
Securities should be required to accrue ordinary income on a current basis. It is not possible to determine what
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guidance they will ultimately issue, if any. It is possible, however, that under such guidance, holders of the Securities
will ultimately be required to accrue income currently in excess of any receipt of contingent coupons and this could be
applied on a retroactive basis. The IRS and the Treasury are also considering other relevant issues, including whether
additional gain or loss from such instruments should be treated as ordinary or capital, whether non-U.S. holders of
such instruments should be subject to withholding tax on any deemed income accruals, and whether the special
“constructive ownership rules” of Section 1260 of the Code should be applied to such instruments. Both U.S. and
non-U.S. holders are urged to consult their tax advisor concerning the significance and potential impact of the above
considerations.

Except to the extent otherwise required by law, UBS intends to treat your Securities for U.S. federal income tax
purposes in accordance with the treatment described above and under “Material U.S. Federal Income Tax
Consequences — Securities Treated as Prepaid Derivatives or Prepaid Forwards with Associated Contingent Coupons” in
the accompanying product supplement unless and until such time as the IRS and the Treasury determine that some
other treatment is more appropriate.

Medicare Tax on Net Investment Income. U.S. holders that are individuals, estates, and certain trusts are subject to an
additional 3.8% tax on all or a portion of their “net investment income”, which may include any income or gain realized
with respect to the Securities, to the extent of their net investment income that when added to their other modified
adjusted gross income, exceeds $200,000 for an unmarried individual, $250,000 for a married taxpayer filing a joint
return (or a surviving spouse), or $125,000 for a married individual filing a separate return. The 3.8% Medicare tax is
determined in a different manner than the income tax. U.S. holders should consult their tax advisors as to the
consequences of the 3.8% Medicare tax to an investment in the Securities.

Specified Foreign Financial Assets. U.S. holders may be subject to reporting obligations with respect to their
Securities if they do not hold their Securities in an account maintained by a financial institution and the aggregate
value of their Securities and certain other “specified foreign financial assets” (applying certain attribution rules) exceeds
an applicable threshold. Significant penalties can apply if a U.S. holder is required to disclose its Securities and fails
to do so.

Non-U.S. Holders. The U.S. federal income tax treatment of the contingent coupons is unclear. Subject to the
discussions below with respect to Section 871(m) of the Code and FATCA (as defined below), our counsel is of the
opinion that contingent coupons paid to a non-U.S. holder that provides us (and/or the applicable withholding agent)
with a fully completed and validly executed applicable IRS Form W-8 should not be subject to U.S. withholding tax
and we do not intend to withhold any tax on contingent coupons. However, it is possible that the IRS could assert that
such payments are subject to U.S. withholding tax, or that another withholding agent may otherwise determine that
withholding is required, in which case such other withholding agent may withhold up to 30% on such payments
(subject to reduction or elimination of such withholding tax pursuant to an applicable income tax treaty). We will not
pay any additional amounts in respect of such withholding. Subject to Section 871(m) of the Code, discussed below,
gain from the taxable disposition of the Securities generally should not be subject to U.S. tax unless (i) such gain is
effectively connected with a trade or business conducted by the non-U.S. holder in the U.S., (ii) the non-U.S. holder is
a non-resident alien individual and is present in the U.S. for 183 days or more during the taxable year of such taxable
disposition and certain other conditions are satisfied or (iii) the non-U.S. holder has certain other present or former
connections with the U.S.

Section 871(m). A 30% withholding tax (which may be reduced by an applicable income tax treaty) is imposed under
Section 871(m) of the Code on certain “dividend equivalents” paid or deemed paid to a non-U.S. holder with respect to a
“specified equity-linked instrument” that references one or more dividend-paying U.S. equity securities. The
withholding tax can apply even if the instrument does not provide for payments that reference dividends. Treasury
regulations provide that the withholding tax applies to all dividend equivalents paid or deemed paid on specified
equity-linked instruments that have a delta of one (“delta one specified equity-linked instruments”) issued after 2016 and
to all dividend equivalents paid or deemed paid on all other specified equity-linked instruments issued after 2018.
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However, the IRS has issued guidance that states that the Treasury and the IRS intend to amend the effective dates of
the Treasury regulations to provide that withholding on dividend equivalents paid or deemed paid will not apply to
specified equity-linked instruments that are not delta one specified equity-linked instruments and are issued before
January 1, 2021.

Based on our determination that the Securities are not “delta-one” with respect to the underlying asset, our counsel is of
the opinion that the Securities should not be delta one specified equity-linked instruments and thus should not be
subject to withholding on dividend equivalents. Our determination is not binding on the IRS, and the IRS may
disagree with this determination. Furthermore, the application of Section 871(m) of the Code will depend on our
determinations made upon issuance of the Securities. If withholding is required, we will not make payments of any
additional amounts.

Nevertheless, after issuance, it is possible that your Securities could be deemed to be reissued for tax purposes upon
the occurrence of certain events affecting the underlying asset or your Securities, and following such occurrence your
Securities could be treated as delta one specified equity-linked instruments that are subject to withholding on dividend
equivalents. It is also possible that withholding tax or other tax under Section 871(m) of the Code could apply to the
Securities under these rules if you enter, or have entered, into certain other transactions in respect of the underlying
asset or the Securities. If you enter, or have entered, into other transactions in respect of the underlying asset or the
Securities, you should consult your tax advisor regarding the application of Section 871(m) of the Code to your
Securities in the context of your other transactions.

Because of the uncertainty regarding the application of the 30% withholding tax on dividend equivalents to the
Securities, you are urged to consult your tax advisor regarding the potential application of Section 871(m) of
the Code and the 30% withholding tax to an investment in the Securities.

Foreign Account Tax Compliance Act. The Foreign Account Tax Compliance Act (“FATCA”) was enacted on March
18, 2010, and imposes a 30% U.S. withholding tax on “withholdable payments” (i.e., certain U.S.-source payments,
including interest (and original issue discount), dividends, other fixed or determinable annual or periodical gain,
profits, and income, and on the gross proceeds from a disposition of property of a type which can produce U.S.-source
interest or dividends) and “passthru payments” (i.e., certain payments attributable to withholdable payments) made to
certain foreign financial institutions (and certain of their affiliates) unless the payee foreign financial institution agrees
(or is required), among other things, to disclose the identity of any U.S. individual with an account of the institution
(or the relevant affiliate) and to annually report certain information about such account. FATCA also requires
withholding agents making withholdable payments to certain foreign entities that do not disclose the name, address,
and taxpayer identification number of any substantial U.S. owners (or do not certify that they do not have any
substantial U.S. owners) to withhold tax at a rate of 30%. Under certain circumstances, a holder may be eligible for
refunds or credits of such taxes.

Pursuant to final and temporary Treasury regulations and other IRS guidance, the withholding and reporting
requirements under FATCA will generally apply to certain “withholdable payments” made on or after July 1, 2014,
certain gross proceeds on a taxable disposition occurring after December 31, 2018, and certain foreign passthru
payments made after December 31, 2018 (or, if later, the date that final regulations defining the term “foreign passthru
payment” are published). If withholding is required, we (or the applicable paying agent) will not be required to pay
additional amounts with respect to the amounts so withheld. Foreign financial institutions and non-financial foreign
entities located in jurisdictions that have an intergovernmental agreement with the U.S. governing FATCA may be
subject to different rules.

Investors should consult their tax advisors about the application of FATCA, in particular if they may be classified as
financial institutions (or if they hold their Securities through a foreign entity) under the FATCA rules.
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Proposed Legislation. In 2007, legislation was introduced in Congress that, if it had been enacted, would have
required holders of Securities purchased after the bill was enacted to accrue interest income over the term of the
Securities despite the fact that there may be no interest payments over the entire term of the Securities.

Furthermore, in 2013, the House Ways and Means Committee released in draft form certain proposed legislation
relating to financial instruments. If it had been enacted, the effect of this legislation generally would have been to
require instruments such as the Securities to be marked to market on an annual basis with all gains and losses to be
treated as ordinary, subject to certain exceptions.

It is not possible to predict whether any similar or identical bills will be enacted in the future, or whether any such bill
would affect the tax treatment of your Securities. You are urged to consult your tax advisor regarding the possible
changes in law and their possible impact on the tax treatment of your Securities.

Both U.S. and non-U.S. holders are urged to consult their tax advisors concerning the application of U.S.
federal income tax laws to their particular situation, as well as any tax consequences of the purchase, beneficial
ownership and disposition of the Securities (including possible alternative treatments and the issues presented
by Notice 2008-2) arising under the laws of any state, local, non-U.S. or other taxing jurisdiction.

Supplemental Plan of Distribution (Conflicts of Interest); Secondary Markets (if any)

We will agree to sell to UBS Securities LLC and UBS Securities LLC will agree to purchase, all of the Securities at
the issue price to the public less the underwriting discount indicated on the cover of the final terms supplement, the
document that will be filed pursuant to Rule 424(b) containing the final pricing terms of the Securities. UBS Securities
LLC will agree to resell all of the Securities to UBS Financial Services Inc. at a discount from the issue price to the
public equal to the underwriting discount indicated on the cover of the final terms supplement.

Conflicts of Interest - Each of UBS Securities LLC and UBS Financial Services Inc. is an affiliate of UBS and, as
such, has a "conflict of interest" in this offering within the meaning of FINRA Rule 5121. In addition, UBS will
receive the net proceeds (excluding the underwriting discount) from the initial public offering of the Securities and,
thus creates an additional conflict of interest within the meaning of FINRA Rule 5121. Consequently, the offering is
being conducted in compliance with the provisions of Rule 5121. Neither UBS Securities LLC nor UBS Financial
Services Inc. is permitted to sell Securities in the offering to an account over which it exercises discretionary authority
without the prior specific written approval of the account holder.

UBS Securities LLC and its affiliates may offer to buy or sell the Securities in the secondary market (if any) at
prices greater than UBS’ internal valuation - The value of the Securities at any time will vary based on many factors
that cannot be predicted. However, the price (not including UBS Securities LLC’s or any affiliate’s customary bid-ask
spreads) at which UBS Securities LLC or any affiliate would offer to buy or sell the Securities immediately after the
trade date in the secondary market is expected to exceed the estimated initial value of the Securities as determined by
reference to our internal pricing models. The amount of the excess will decline to zero on a straight line basis over a
period ending no later than 1 month after the trade date, provided that UBS Securities LLC may shorten the period
based on various factors, including the magnitude of purchases and other negotiated provisions with selling agents.
Notwithstanding the foregoing, UBS Securities LLC and its affiliates are not required to make a market for the
Securities and may stop making a market at any time. For more information about secondary market offers and the
estimated initial value of the Securities, see “Key Risks - Fair value considerations” and “Key Risks - Limited or no
secondary market and secondary market price considerations” in this preliminary terms supplement.
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Prohibition of Sales to EEA Retail Investors — The Securities are not intended to be offered, sold or otherwise made
available to and should not be offered, sold or otherwise made available to any retail investor in the European
Economic Area (“EEA”). For these purposes, a retail investor means a person who is one (or more) of: (i) a retail client
as defined in point (11) of Article 4(1) of Directive 2014/65/EU, as amended (“MiFID II”); (ii) a customer within the
meaning of Directive 2002/92/EC, as amended, where that customer would not qualify as a professional client as
defined in point (10) of Article 4(1) of MiFID II; or (iii) not a qualified investor as defined in Directive 2003/71/EC,
as amended. Consequently no key information document required by Regulation (EU) No 1286/2014 (as amended, the
“PRIIPs Regulation”) for offering or selling the Securities or otherwise making them available to retail investors in the
EEA has been prepared and therefore offering or selling the Securities or otherwise making them available to any
retail investor in the EEA may be unlawful under the PRIIPs Regulation.

You should rely only on the information incorporated by reference or provided in this preliminary terms supplement,
the accompanying prospectus supplement, the accompanying product supplement or the accompanying prospectus.
We have not authorized anyone to provide you with different information. We are not making an offer of these
Securities in any state where the offer is not permitted. You should not assume that the information in this preliminary
terms supplement is accurate as of any date other than the date on the front of the document.
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