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From: D

Sent: - Fridev_December 14, 2001 €:08 AM
To: B s =
Sutject: lr:.ponant InsightCne communicztions

Two "hot items” that | need your input / assistance with:

1. How the new compenseétion changes effect InsichtCne- elthiough word is getting eround that InsightOne fee will be at
Crid +4%, we need to clerify that not all ectivity in InsighiCrie account will be paid at CGrid+4%. The following items will
continue to be peid at Crid+1%:

- Ineligible purcheses or ssles

- Elock cherges (peid monthly elong with cther traces)

- 12b-1 trailers

- syndicete purcheses

How / When should we communicete this? Should it be a pert of en overzall ICS enncuncement? We met end discussed
in Novemeber, | gave a write-up to lan - but have not seen any plans or progress.

2. QC Pclicy chienges in InsightOne - still have not received final sign-off from Bruce, f’_*}:! and Legal - this has been an
cpen issue for & yeer now. We have been policing the worst items but do not have fingl epproval on the others. We are
getting alot of FAs converling or planning on ccnvering accounts thaet may violaie these policies. lan has not had much
luck pushing this elong, 1 wes hoping you mey be eble to get Bruce's e&r on this. Altached is the latest proposal and the

lelest stats on accounts in violation.
R

ICsupervisory-  QC treding deteils- 2%- 10- 2001.xis trading -

Dec(1.doc (22 K... 10-01.xIs ... (20 KB) releticnship- final ...
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&% UBS PainéWebber

Client Information and Competitive Landscape

Background for Management Committee Offsite
October 14-15, 2002

.
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UBS PaineWebber Client Base and Asset Flows
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Definitions and Sources

Definitions - Household investable Assets
Core Affluent $500,000 - <$5MM
High Net Worth SSMM - <S50MM
Uitra High Net Worth SSOMM+

Sources used for the following client and investor data:

+ CiS Database Analysis (August 2002 Month-End Data and September 2002 Month-End Data).
« 2002 Nationwide High Liquid Assets Investor Survey
- 631 respondents with $1MM+ investabie assets (Data collected May - June 2002).
* 2002 NFO Affluent Market Research Program (formerty inown as Spectrem)
— 711 respondents with S1IMM+ investable assets (Data collected May - June 2002).
+ 2001 Spectrem Uitra High Net Worth Study
~ 282 respondents with $S5MM+ investable assets (Data collected Sepiember - November 2001).

“FUBS PusoRitber
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UBS PaineWebber Client &glnents

« Clients with $250,000 or more in assets at UBS PaineVWebber account for 17% of refationships, 81% of assets
and 71% of revenues.

- $2MM+ refationships account for 1.47% of the client base, but control 35% of the assets and contribute
21% of revenues.
— $250,000 to <$2MM refationships represent 15.6% of the dient base, 47% of assets and 49% of revenues.
— Ower half of the client base with greater than $100 has less than $50,000, controls only 3.7% of assets and
less than 8% of revenues.
UBS PaineWebber Accounts, Assets Under Control and Revenues'
Personal R Sugent

923,918 292
1,413,061 44.64

has no asscly or revenues
wre margin interest, IRA
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UBS PaineWebber Client Facts

= Utilization of UBS PaineVWebber “value added” services is associated with higher assets and stronger
relationships.

House hoids (Personal Re lationships)
Avg Assets per Household

Core AMuent House holds {Personal)
Core Affluent Wallet Share

% of Total HHs that are Core Affluest
% of Households that are $SINMMY

% of Total Relationships that are PCS

RMA/BSA Relationships
% of Total Relationships
Average Assets of RMA/BSA

Re lationships with Any Wrap Account
% of Total Relationships
Average Assets of Wrap Account.

Re lationships with at least 1 Retirement Account
% of Total Relationships
Average Assets of 1+ Refirement Account

OLS Activated Relationships
% of Total Relationships
Average Assets in OLS Activated Relationships

Aug. 31, 2002
1,553,535
$207.857

487,082°

33.6%°

31.4%°
3.9%
1.3%

557,127
3™
$560,389

178,205
10.8%

$561,167°

831,938
50.3%
$230.578

271.963
16.4%
$606,138

Source: Markeling Strategy & Analysis Clert Facts
Note: Al data based on households with et least $100 in assets.

3.UBS Priodibber
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Preferred Client Services

There 1s growing evidence that enroliment in Preferred Client Services (PCS) is associated with deeper,
longer lasting client relationships.
Retention Rates

~ PCS chents with $2MM or more, measured December ‘01 through Juty ‘02, realized a 93.8% retention
rate va. 89.1% retention rate for non- PCS clients with $2MM or more, & 4.7 point difference.

-~ 4.7% retention rate equates to 1,335 chent households representing $6.9 bilfion in assets. t
Assets at UBS PaineWebber

-~ PCS clients with over $2MM in assets average $5.6 MM with the Firm.
~ Non-PCS clients with more than $2MM average $4.5MM with the Firm.

Rewards Program Utilization

- PCS relationships represent 15% of the Rewards account base and 24% of total spending.

- Average PCS rewards ding s 2x Non-R , ger g $165,500/month interchange revenue.
Online Services Rekationship Trends

Total M hold: PCS Relat hily
(% Change June '02 vs. June 01)

- Frequent User Relationship Activations 93 +21.0

- Unique User Relationships +21 +2.5

— Total Activated Retationships +54 +77

— Total Enrofled Relationships +27 +56

! According 1o Frederick Reichfeld, suthor of The Loyally Effect (1996), Increasing custorner retanon by 5% resulls in an 35% sggregute
increase in the net presernt vakue of bank deposits.

" UBS PainWbber
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UBS PaineWebber Net New Asset Flows

= Although consistently positive, Net New Assets show considerable variation month o month.

- August 2002 YTD has seen a 33% decrease, compared to the same period last year.

Total Monthly  Monthly
(S Millions) Total Change  Average  Change
Aug2002YTD 15250 | 57578 1,906 }
O Mikicas) Aug 2001 YTD } -33% 2,854 -33%
2001 Full Year 33,595 2,800

$2,000 :
31300 b

2
$1.000 £

3 i 2= ke

PP R P LI PRPEF I LL PSP

1
S DS P/ B At Mot gm0 T im0
& UBS Prindibber

o
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ACATS Delivered and Received

s YTD August 2002 over $28 Bifion of client assets flowed between UBS PaineVvebber and other fins
through ACATS,

- YTD August 2002, UBS PaineWebber received $13,337 MM and delivered $15,164 MM — a net ioss
of $1.8 Bition thraugh ACATS.

- During the same period last year, UBS PaineWebber gained a net $10.4 Bilion though ACATS
- Each Month in 2002, UBS PaineWebber has had a net loss of accounts through ACATS.
- Average account size received August YTD is larger than the average account size defivered.

Assets Jan-Aug 2002
In SMM ACATS January 2002 to August 2002 5 ounte  Receved: $13.337 MM
3808 T - 1008 Deflvered: $15,164 MM
Net $-1,825 MM
52,500 Lo Jan-Aug 2001
2000 Recewed: $30,233 MM
| _yeeq  Delivered 520537 MM
$1,500 Net $10,353 MM
100 1 E 2000
sse 1 | Jees  Received StaeX
- Delivered: $133%
. F 4000 @ Received
CINet Agacts
cLee0) - Monthly ACATS Net Assets (Mitions) CSNS  mtAccts
% UBS Prin&éebber
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ACATS 2002 YTD--Competitive Analysis

s UBS PaineWebber is gaining assets and accounts from our traditional full-service competitors
= Assets and accounts are being lost to discount brokers (Schwab and Fidelity), A G Edwards, Edward

Jones, and smaller regional firms.

= Among Merrill, MSDW, Prudential, Schwab and Fidefity, the average account defivered is larger than the

average accourt recetved.
Assets In SMM
sT08 T
stom | August 2002 YTD ACATS Assets
s.000 Received, Delivered and Net Account Bz
1 Fim £000s) D
By Competitor Rec. Da.
34,00 GSachs 2315 15 W
2,00 SSBasay w " »
Merml 5l 2
MSOW 134 1M .
Scwab 120 14 M
AGEdwds 111 13 -2
Fidaily " e =
Prodential AL R
Edwarddas 01 7 -1
o) L 8 Received (1 Delivered O Net Assets
YTD ACAT Accounts through Aug 2002
flarryt G Sachs  1AS0OW Figefity Schwatr  AG Edwrds
Reewd | 15283 | 11,243 m| nswe| 1208| «4m] 4567 3841 21| 30737
Derd | 6470 9057 @l 0436] 4947 oam 8,136 7481 5400 | $3585
nNet | 000¢] 1300 200 3100{ 2351] Spos| 3see 3040 | 3,007 | -22.836 | * Net Other = 74% Regioaal Fims
& UBS PainfWhber
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Private Client Group Recrultmg

= August YTD, UBSPaneWebberhasbemanetrecmneﬂrmnmdtanaprcompalots with
exception of AG Edwards.

= However, average production of termi d FAs are gresater than the age production of new FAs
from Morgan Staniey and AG Edwards.

- Merrill terms include Paramus Market Timing team with $8.5M in production.
- Smith Bamey terms include Boston Instiutional team with $7.7M in production.

Recruits vs. Terms to Competition > $250K

L] 0003 l: Prod. 00y ‘: Mok ST L] ST l: Pod S A!M 1] 0
Najor Competiors
RSP W oam W | 1 e @ [ em e e | 5 wms e} w s
Prosestnl [ amm L.} e - - »m ” i ] » 4 m m w 44am
Suon e SuRh tarney a BA -, = it g - - a2 L ] e oy n nsn T3 ] un
Morgm Sasiey m oam @ |» um o n wmin e @ |0 e | w m
AQ vl -] L5 -2 L] an .09 " (& ] 3 - =t ? ate M m .
Tota| Majors L, 7} [ » R o |23 mam [ s 4 » DA R KT ]
Uu Oporictogn |8 mst m [ ® awm % sl nm e [ % om w0 nm l
[n Omen l M o o ln e . u.nl: xam ws N w|em wm I
l?umum-l-ul. mm W WM wm W e |v| s oW o T W N an l

* Terms reflects Finmcial Advisors who resigned to po to snother frm. Source: UBS PW Brinch Administration
& UBS Paindbber ’

Confidential Treatment Requested By Wilmer Cutler Pickering Hale and Dorr LLP

UBS-1/Oe 000065141



Investor Needs, Behaviors and Attitudes
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U.S. Wealth is Growing

The U.S_ has $16.9 Trillion in investable assets and is growing at a compound annual growth
rate of 5.5%. -

s The HNW represent 0.22% of U.S. households, but control 24% of investable assets.
s Core Affluent households account for less than 6% of households, but control 45% of

assets.
a Core Affluent and HNW assets are growing faster than the Mass Affluent and Non-Affluent
segments.
U.S. Affluence
(Based on Year-End 2001)

:;I’u’onl l 14,200,000 uﬂi 32 l 18.93 l 4
l;h] 84,700,000 Lu.u rz.a Ju.uJ a7 J

iTohl l 103,030,000 L"ﬁ ‘ 18 l 100% l §.5%

Sasoe: WealhCAST, UBS Group Research aad UBS Srategic Anaiysis, June 2002
n this avalysis Core AfTeert i detined 33 $500K 1o <SSMIL; AN is S5M

& UBS PaindWkbber
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U.S. Wealth is Concentrated in Five Market Areas

Geographically, Core Affluent and HNW assets are located primarily in five Market Areas:
Northeast Corridor, Florida, Chicago, Houston and California.

s The top ten metropolitan areas comprise approximately $534 billion — 35% of all U.S.
assets in $1 MM+ retail accounts at major full-service brokerage fins.

. Top 10 MSAs' by Assets
in $4MM+ Accounts
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Managing Wealth Transfer is Increasing in Importance

» In the 1990s, it was estimated that $10 Trilfion in wealth would transfer by 2045 (including
estate fees and taxes).' This figure was commonly reported by professionals, academics, and
the media.

= A new study by the Boston College Social Welfare Research Institute? suggests $10 Trillion is
an underestimate. Using a "conservative™ scenario, over the 5S5-year time period from 1998 to
2052, they project a $41Trillion transfer of assets. Of this: ey

~ $1.6 Trillion will be used to pay estate fees

—~ $8.5 Trillion will pay estate taxes

$6 Trillion will take the form of charitable bequests
— $25 Trillion will be passed to heirs

» This conservative estimate was prepared in 1999 and assumed 1998 U.S. houschold weaith of
$32 Trillion (there is roughly half that—-about $17 Trillion—as of June 2002°), an economy
growing at 2%, and no significant recession or depression over the 55-year time period. While
current economic conditions clearly challenge these assumptions, even reducing the
“conservative” projected trensfer size by half would roughly double the “traditionatly™
accepted figure to around $20 Trilffon.

T Avery, & L, & Rasciell, M. 3. “Esfrnatiog fhe 3i2¢ and Disribation of the Baby Besmers’ . it - of Commmer ice md
Housing, Comell University, Rimca, NY 14533,

*Hrveas, & L, & Schervish, P. G. ~ERiomires and the hiiltensjamc New Estmates of the Farthcaming Woalh Tramater and fhe Proqpects far a Goldes Age of
Puitanferepy.” Boston Callegn Bocial Welfare Rewcarch Institnse, October 1999.

) WealihCAST, UBS Grosp Resmarch and UBS Swategic Asslyeis, fume 2002
& UBS PrineXebber 5
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Goals of the Core Affluent and High Net Worth

Core Affluent and HNW need for holistic advice stems from the complexity of their personal and financial lives.
» Virtuzally al Core Affluent/HNW individuals have a comfortable standard of fiving in retirement as a goal.
= In addition, many identify educational goats.

Beyond these objectives, there are important differences in the financiai goals for the HNW vs. Core AMuent.
= HNW place greater emphasis on estate planning, tax managemert, and maintaining thelr standard of living.
« The HNW also piace greater importance on minimizing taxes when investing.

Importance of Minimizing Taxes When Investing
by Investabie Axsets

Goal
(Multiple Resporrses Accepted)

Assure ¢ comfortable standard of living
during refirement

Finance my children's college ecucation
Not fasll below my curment standard of hving
Protect my estate from he impact of taxes
Minimize ary income and Capital gains taxes
Leave an esiaie for my heirs

on v

SSOIK~<S2MM SIMM+
Source: Nationrwide High Liquid Amet Sarvey 2002

"
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Attitudes of the Core Affluent and High Net Worth

Core Afluent and High Net Worth investors want a long-term relationship with a trusted advisor.

= Almost two-thirds (62%) agree with the stat nt “the most t thing is o find a broker or financial
advisor | trust and have a long-term relationship. °2

» Greater than half (56%) would follow their primary advisor if hefshe switched firms. !

« 84% of penta-millionaires say they would always want a personal relationship with a financial advisor, no
matter how far the Internet advances.®

Core Affluent and HNW investors have a preference for consolidation.

» 44% of Core AffluentHNW investors prefer to get most of thetr investment advice from one source.!
=« A majority feel there is tooc much information and find i difficull to male sense of it af.!

= Only a quarter befieve they need to go to different specialfists because one company cannot do i all.!

% Agree Strongly/Somewhat
Core Afduent | High Net Worth
| would prefer o do most of my financial business at one instiution 71% 73%
that can bring topether the speciafists and services | need
Sometimes | feel that there is too much investment information and % 5%
itis difficult 1o make sense of
1 need o go to different specialists for financial services because 2% 2%
one company cannot do k all
Source: NFO Affuent Market
1 NFO Affent Market Resesrch Program (2002) ograin (20027
2 Natiorwice Survey of High Uquid Asset investars (2002)
3 Spectrem UHNW Study 2001
& UBS PaioCbber
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Paying for Advice and Service

are willing to pay Is greater.

compared to onty 8% of those with $500,000 fo <§2MM.

The majority of Core Affluent/HNW investors are willing to pay for investment advice.
« 61% say they are willing to pay more for superior investment advice and service.
2MM+ investors are more willing to pay than $500,000 to <§2MM investors. Moreover, the dollar value they

" UBS PricWebber

» More than one-quarter of S2MM+ households are willing to pay up to $5,000 per year for advice,

Higher Feas
Befter Service

Asset Level
S500K-<32MM | 32+
Nct witiing to pay for adkice 41% 29%
Up to $500 0% 18%
Up to §1,000 19%
Up to $10,000 1%
$10,000 or More 1% 4%
When given the choice, these investors choose paying for superior personal service aver low commissions
Level of Fees and Services Recelved % Ranking First
(Selact the statement fhat best represents your preferance) 3‘5“;‘:‘“.- s2MMe
Puy a rensonebie premium for & superior level of personal senice 43% 51%
Compettve fees, cOmMISSIONs, and rates with a nonmal level of service: 38% %
T:via best fees, nd rates with a “bars bones™ level of 19% 16%

Sowrce: NFO Affuent Markel Research Program (2002)

-
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Importance of Factors in Selecting Investment Management Firms

Two thirds or more of Core Affluent/HNW investors say Performance, Service, Reputation
and the Advisor are very or extremely important when evaluating financial services firms.

» These conclusions do not differ significantly between $500,000 to <$2MM and
$2MM+ investors,

Importance of Factors in Selecting a Firm for Investments by Investable Assets

% Agreeing E: ly or Very impartant

SS00K- <S2MM saMve
Reputation of Company
Performance/Track Record
Responsiveness of Customer Service
Advisor/Person You Work With
Offers Products from Several institutions
Availabliity of Full Brokerage Services
Offars Full Finandal Planning Services

t883ddd
gasgdyd
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Short-Term Client Needs and Expectations

The previous data describe longer term needs s of affuent i . However, it is also important 16 stay in touch
with the cuTenl concems and inferests of affiuent investors.

Emlocusm 89 respondents were conducted in July and August. 2002 In New York, Chicago, Dellas and San
Francisco.

Al pariicipants had $TMM or more in investable assets. (Source: Millonaire Insight Focus Groups)

mm.[nn,lilbn&econsumnsepmumcmlmwdng ch!ms C

for providers about the market typically receive a “so what reaction from clients. Tmmmsmm@s
predominant message is “stay the course” — & is ineffeciive not onty because it rings hollow, but aiso because it is not
spaciic enough for them 1o bake any action.

; nd atte .AA.' Fammm“-wmnmdummum
mlm 'm-l'lavborlssoonbbom “exceplion’ within the industry.

ot b folos, The most salient iesson Tom the pest year for hese investors
BhlmmmwmmmnshpdmasManmmnmldmmmuunm
responsibilty for their i - not g online do-it-y but, rather, making more studed decisions

mmmmuﬂqmn@mmm

| * 1 SYSEMS QO NO et N D (RYS pACes i J
few report of he iy mmbysanwwum mm
sware, msm-mutmmmnwm
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Unknown

From: TrEIZIIIISTETT
Sent: _Thursdav. Mav 752003111 AM _ _ _ _ _ ... .. . _._._._._. . -
To: U T T T s e e e T T T T T .
Cc: ©mimsmemimoomTITETETETAT T U —
Bursey, Bruce A, . --7 ~-~_ |

Subject: RE: 05.14.03 in re Insight One accounts

I'-T -
Hi -,

Thank you for your prompt reply.

| am happy that the firm embraces the professional services model, the question is: how can we bill for strategic
services?

Currently, we view Access and PACE as product models to use against a given client strategy.
How is the firm approaching client compensation for FA's 'intellectual capital'?

e e i it i e

From: o z-TrTiTI

Sent: V_Ved_ngsga .May14,20037:00PM . _.

To: : R e e S — R
Cc: L= ..===,-.::::,:I:Z:::::::,_._.,_-___',,—_'T_',_,_'.‘_'.‘,_'_—_-.—_-,-_-___..__,lBursey,BruceA /’.A-‘\._j
Subject: FW: 05.14.03 in re Insight One accounts e T

=T
SN

| ED.

Bruce asked that I respond to your email since I am responsible the firm's managed accounts and fee-based
brokerage business.

We understand and appreciate your "professional services model”. Clearly, this is the most appropriate process
for many clients, and one the Firm embraces and wishes to encourage. The InsightOne guidelines were never
designed to undermine this model or to force "transactions". The Low trading, and consistent high cash
guidelines were put into effect to address the suitability of the pricing vehicle, and not the investment strategy.

The low trading and high cash guidelines were estcblished to address a real regulatory concern, requiring
individual InsightOne fees to be earned for traditional £rokerage services, and not primarily for investment
advice. Since InsightOne is a fee-based brokerage account, not an advisory account we must periodically examine
whether InsightOne clients are reasonably utilizing the services for which the fees are paid.

We are committed to delivering a platform that enables a consultative relationship with our clients. We are also
committed to improving it.

Thank you for your feedback.
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Rédacied

cc- ._-__‘._'—'_'"'-‘_:'_-_'.—:_-—~-—-=::.-:.'__.':_' ------------------- -

SubJéEt' : 05.14.03 in re Insight One accounts

Hi Bruce,

I'm writing in response tq_ ; E % z -email regarding low and high velocity "transaction” accounts. The firm's position is of great concem to

us. Our group banded together as of May 1st 2002. We are all 'second career’ guys, and we have managed to aggregate some $120MM as a
team. Our concem in brief:

e from our point of hire {June - July 2001}, through branch training and through firm training {through 12/02], we were encouraged to develop a
‘non-commissioned based consuitative platfon'n and use InsightOne to value our services;

personally presented to, -~ == 7 _- we stated we would charge a fee [IOne, PACE] rather than charge per transaction, as that aligns us
with our client in considering risk and decision-making;

» we developed our own "4E" methodology, to design [financial] solutions to meet business/ personal goals, aligning ourselves with those client
goals, as a market differentiator;

o the only means we have to be paid for our advice is through the InsightOne program

Our entire model is based on serving businesses and people, and providing proper financial advice to meet goals. We are not modeled to move
product and transact with clients as traditional brokers - which this email would claim we are due to low or high velocity of transactions in accounts.

As a matter of fact, it would appear the firm is reverting to encouraging transactions to generate income - isn't that the reason insightOne came into
existence?

We feel our "professional services” model is compromised, and it is & model that hes had the support of management, and we have generated
results from the model as well. Sometimes it will be the trade we talk a client out of, scmetimes it will be how we help them manage their cash
flow, or to 'stay in cash,’ sometimes it will be how we coordinate legal and tax advisors in developing a plan, that the client values - and we have no
fee system in place for - that makes InsightOne the only means of valuing our service.

Going forward if InsightOne is to be considered solely a 'transaction’ account, is the firm developing a platform to allow us to charge for our advice?
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Unknown

From: x-;::::Zi::::I

Sent: Thursday, October 02, 2003 11:44 AM
To: Bursey, Bruce A.

Subject: I-One changes issue

Mr. Bursey,

Just some thoughts for you to review....Many advisors have built their business based on no-load mutual funds through Insight One. Requiring a
minimum number of transactions for these accounts is detrimental to the client, the advisor, and the relationship. This new policy will cause many
headaches and damaged relationships for our Advisors. If this goes through, many Advisors will have to convert their book to PACE, and appear
incompetent to their clients in the process. What benefit do the clients get? Nothing, but paperwork headaches and now they get to pay
commissions on trades. Many brokers have an issue with this...it's definitely not just me.

Insight-One is a fee based account, meaning we are paid an investment advisory fee. !f we are paid to give advice, the number of transactions is
imelavant. In fact, increasing transactions in order to comply with this new policy could be detrimental to many clients, which is not something we
want to do. Fee based or not, increasing transactions for the sake of increasing transactions (not for the benefit of the client) is cailed chumning.

Sincerely,

R T T T T T e T s T s A
I~ P
' |
| ~ -~

. N . i
; Redacted !
i e ~ [
. - ~ 1
i - ~

, {
| -~ ~

« ~N |
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URS Finoncial Services Inc.
l l B S 1200 Horbor Bivd., 3< Floor
@ Weehawken, NJ 07086

-t — s s s — s — s — e — = -
~ -~
~ -~

| R_édactéd
Memo | - )

April 24, 2004

o . X -

' Redacted ~:=:z - —-7:7n FErTIT T TITIEA
Cec: ;| _-- R To==i7_ . Bruce Bursey,
from  _

_—e = S le = -
le:z. 0 .7 0 -

subject InsightOne Proactive Calls Made by DMACs & Summary of Calls on Sales Center
Hoftline on Friday, April 23, 2004

To follow is @ summary of outgoing, proactive calls made by the DMACs:

A 1otal of 55 Branch Manager’s were confacted.
The major topics were:

-~ This was sold as an advice account.

- If the “look back"” period was longer, 13 ~ 15 months, many accounts would not be
affected. ‘

- CAAT - This was specifically designed for 10, how does a client now hold onto the
fund outside of an 10 account2 How does the FA get paid?

- How does an FA have the conversation about going from 10 to Advisory Insight if
they provide the same advice after a client has been told they have been
overcharged?

— Can aletter be sent from the BOM and the FA together?

~ Can “significant” be removed from the letter?

- If a client wants remuneration, what is the procedure? Will the branch be
responsible for the cost? Does it affect a FAs U-4%

- BOMs want a grid on the pricing of the bonds.

— BOMS want clarity on the mutual fund calculation.

The DMACs have cleared their calendars for Monday and Tuesday and will complete
calling all of their Branch Managers.

To follow is a summary of InsightOne calls into the IO Branch Manager Hotline:

The volume of calls received was 131, of which 115 were answered.
The major topics were:

~ Relcting Accounts - this is the topic receiving the mcst questions: define eligible
accounts, how to complete the form to link.

Confidentiai Treatment Requested By Wilmer Cutler Pickering Hale and Dorr LLP
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UBS Financial Services Inc.
UB S 1200 Harbor Blvd., 3¢ Roor

Weehawken, NJ 07086

Memo e

— Regarding the e-mail "InsightCne Client Mailing Immediate Action Required" there
was no e-mail address to send the reply back to.

- Various funds are only eligible in IO, what happens to these funds when the a/cis
terminated?

- FA did tfrades in earty April and the BOM wants to now if the letter can be waived.

BOMS are doing their own analysis of commissions and are challenging the math

done by ICS.

— Canregular RMA accounts be linked with 10 accounts for trading purposese

-  What are the Mutual Fund assumptions®?

—  When will FAs be receiving information?

- When is the Advisory version of this coming?

All of the Sales Center Licisons have been trained on IO and, if necessary, we are
prepared o put more people on the hotline on Monday.

they are receiving. | Lot -iIl " will also be on 1hes_,e§ calls, _V_Ve have also invited the
DSMs and RSMs to porhc:lpote The cdll-in number i is_.-.-=-=:2__, confimation code:
751045,

Confidential Treatment Requested By Wilmer Cutler Pickering Hale and Dorr LLP
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UBS PaineWebber
fnsightOne -
A

©2001 UBS PalneWebber

Not For Public Use

Confidential Treatment Requested By Wilmer Cutler Pickering Hale and Dorr LLP

UBS-1/Oe 000118909



~N M

UBS PaineWebber InsightOne Review

= Non-discretionary brokerage account

s Minimum Asset Size
* 50K Primary Account
* 10K Additional Related Accounts

« Can hold eligible and ineligible assets in account

Eligible trades - no commissions or handling charges
Annual RMA/BSA and IRA fees are waived

Flat fee charged on eligible assets (from .30% to 2.5%)
Fee charged quarterly in advance

Not For Public Use

Invesiment Consulting Services

& UBS|PaineWebber:

S

.
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UBS PW InsiechtOne Products & Services

» Personalized Financial Consultation
= UBS Warburg Research

= Asset Allocation Assistance

» Retirement Planning Strategies

» Education Pianning Strategies

= Estate Planning Strategies

» Stock Option Planning Strategies

- ggsA%urce Management Account® or Business Services Account

s UBS PaineWebber's online services:
* Online Trading (Equities and Mutual Funds)
* Research
* Bill payment JEFT

» Portfolio Tracking
Not For Public Use

Investment Consuiting Services

#¢ UBS|PaincWebber

N

—
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= Non discretionary Brokerage Services
= Equities

s Over 2,000 Participating Mutual Funds
s Participating Annuities

» Participating Unit Investment Trusts

s Participating Managed Future Funds
s Corporate Bonds

= Municipal Bonds

s Other Fixed Income Securities

s Options

= Rights and Warrants

s Cash/Money Market Funds

Not For Public Use

investment Consulting Services

& UBS| PaincWebber

N
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InsightOne Pricing

» One Flat Fee on Long Mkt. Value of Eligible Assets

» Negotiated Fee Range from .30% to 2.5%
- Recommended Fees:

Balanced Accounts 75% >2.0%
Active Accounts 2.0% >2.5%
Fixed Income Accounts or

Large Relationships 30% ——> 75%

» Minimum Fee = $1,250 for InsightOne relationship

» InsightOne relationship:

« Spouse, children (all ages), children’s spouse, parents,
grandparents, grandchildren, grandchildren's spouse,siblings

Not For Public Use Investment Consulting Services

25 UBS| PaineWehber

)
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Benefits of InsightOne - Client Perspective

» Flexibility
« Orders entered through FA or online

s Fee-based program focuses on results, not transaction
costs

» Cost-effective way to create and maintain portfolio
a Client still has final investment decision

a Customized pricing based on assets, size, product mix
and service

» Pay one price for all services - predictable expenses

Not For Public Use Investment Consulting Services

& UBS| PaineWebber:

N
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Benefits of InsightOne - FA perspective

» You're in control — you customize pricing for each
client based on advice and services utilized

Compensation tied to asset growth - same side of the
table

A more predictable revenue stream

Open to all FAs (no additional licenses or tests)

» Provides a consultative foundation

» Profiling Tool
- Basic Asset Allocation

Not For Public Use Investment Consuiting Services

&% UBS| PaincWebber

(M

~—

Confidential Treatment Requested By Wilmer Cutier Pickering Hale and Dorr LLP U BS-I Ioe 0001 1891 5



C

IFA Compensation
» Payout at Grid+4

= Branch Retention of .10 bps on the first $500,000 of
eligible assets in the relationship

= Paid quarterly in advance

s Account priced below .75% and less than $2,500 in quarterly
relationship revenue, $12 charged to FA net per non-fixed
income trade

» Accelerated Compensation option - Paid for the full year
up-front

= Mutual Fund 12b-1 trailer payments credited to FA

= FA Payout on Block charges™

* $.02 per share over 5,000 (equities)
$2 per contract over 50 (options)

*Can be waived with BOM approval
Not For Public Use

tnvestment Consulting Services

25 UBS| PaineéWebber

N 8

C
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Opening an Account

= Account Setup on Broker workstation

s Set the fee
» Additional BOM review for fees > 2%
BOM approval

* Existing accounts can trade same day
« New accounts can trade next day

Not For Public Use

35 UBS| PaindWebber

= InsightOne application signed by client and FA

= Profile the Client (optional but encouraged)

= Account can then begin trading commission-free
= Account billed at the end of the first month

Investment Consulting Services

Confidential Treatment Requested By Wiimer Cutler Pickering Hale and Dorr LLP
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Growth in InsightOne Accounts

Not For Public Use Investment Consuiting Services

&% UBS| PaineWebber:

~
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Growth in InsiehtOne Assets (in millions)

$20,000
$18,000

$16,000

$14,000
$12,000 —~
) /
$10,000
7

$8,000
$6,000 /

$4,000

$2,000
so T T 7 T 1 T L3 T

1999 5000

D

N
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Not For Public Use nvestment Consulﬁnl Services
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ROA and Average FFees in InsightOne

1.21%

1.16%

111% —
1.06%

1.01%

0.96%

0.91%

0.86%

0.81%

0.76% LIRS S S S

Not For Public Use

&8¢ UBS|PaincWebber:
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IFA Penetration ot InsiehtOne

90%

80%

70% P —

60% /

50% ,//

40%

30% //

20%

10% —T T T — — - T )
3] Q) S O N N5 g O v v

& \&@ »&@ %&@ @,@\&@ ~°:“® @“Q & \&@ w&@
Not For Public Use Investment Consulting Services

&% UBS| PaineWebber

13
{
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Change in InsightOne Assets

December 1999 June 2002

Not For Public Use Investment Consulting Services

& UBS| PainéWebber

e
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The Competition

é@ COUD

Source: Cerulli Associates 1Q2002

Not For Public Use investment Consulting Services
& UBS| PainéWebber

D

TN
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C' Challenges Faced

Changing the culture of the FA (transactions to fees)
FAs properly valuing their insight and advice
Program Positioning

Dependencies on many systems (firm-wide changes)
Getting FAs attention -many programs and products
Distribution - shelf space

Continuing to add more eligible assets
Penetrating the last 25% of the branch force

Not For Public Use Investiment Consuiting Servicas

& UBS|PaineWebber
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InsiehtOne Positioning

Pricing Alternative vs. All Inclusive Program

= PAA (InsightOne predecessor) - counted trades — pricing
alternative

» InsightOne - All services and advice for one fee

+ Converting existing clients -- often positioned as pricing
alternative

+» Attracting new clients — FA as a consultant (all inclusive)

= Our Goal is to move away from the pricing alternative
« Maintain clients when trading declines
« Add services to provide additional value
« FA becomes a true advisor

Not For Public Use Investment cansumnI Services

(>

“ 17
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Unknown

From; Sy

Sent: Thnrcdav_Aunusi_‘lg 2004 12:41 PM
TO: I_ i=1 . :, ______

Subject: RE: ™ R (‘Exceptnon Request

Your statement,"I recognize the value of advice but that is not the basis of this
program"._-=:_, this was the basis of this program it was sold to me and my clients that
way . Would you like to see the marketing materials. The fee is consistent with the
services. You define services as commissions.only..the marketing materials define service
as flexibility,advice, research. Your below statement" benchmark is commissions™ you are
using a benchmark in a up market environment ,when the right thing to do for the client

was to hold not sell. 2. -T=2<Z.

L:=-2.7 link. We talked about these accounts and you said their would be an exception.
remember I did not want to turn in bonds before maturity to hit your June 30 guldellne to
reinvest.. hence putting them into CAT III. Better to let bonds mature in July then

~ iz T

reinvest (done) . Same as; _T-=~Z_client wanted to wait for July to adjust portfolio. This

has been completed her variance was 131 should be down, but again I have no tool to
measure this.

and my clients willand are aware that no tools are available. Look hard @
insight-one and tell me this is right for the client.
> From: eI
> Sent: _ Thursday, August 19, 2004 5:13 AM
> To:r Tr—-o._ =
> Ccxy_ :::::::::: 1.'/7_'.‘_'.‘_. !
> Subject RE: | ‘W~ * Exception Request
> Vo .2
=17
>L:le
>
> A few follow points
>
> 1. For all the reasons previously stated, I can not consider an
> exception at 70 bp.
>
> On more then one occasion, you and I have discussed that InsightOne is
> a fee based brokerage program. I recognize the value of advice but
> that is not the basis of this program. There is no conflict
> associated with adjusting a fee because the benchmark is commissions -
> again InsightOne is fee based brokerage program. The guidelines are
>

intended to 1dent1fy where a fee is not consistent with the brokerage services being
used.

Subject: RE:11>:? Exceptlon Request

>

> 2. Can you give me the account referred to in your statement

> "...other accounts who will not be sent a Cat II letter because they

> turned into Cat III 5 days after the cut-off (bonds were redeemed and re-invested)."
> I would like to confirm they were given an exception and by whom.

>

> 3. I do not agree with your recommendation to get rid of the InsightOne
> program.

>

> Thx.

> .

>

>

> === Original Message -----

> From:_ . Z./=z-=:=.20]

> Sentx_ﬂegneﬁgej, August 18, 2004 9:04 PM

> TOti, = ==

>

>

>

hey, what are you still doing € work. I can't thank you enough for

1
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working con this issue.I understand the 6821 vs.1,112.... but it is not

about commission it is about ADVICE.The best advice for the client was

to not trade as much last year..... this year that has changed due to

needs for client. Why not put the fee @ €.65-1.00% and re-visit

trading activity in 6 months. A .30 no cne get's paid you do not work for free.
We can not increase a fee by trades accordingly, that is wrong and

puts a ccnflict of interest to the client. Why not place the _.~. . and

—_ >

LoSi5~=zZI77.70/.75 and re-visit in Jan.1-05 .In coming weeks we will
be able to track this on a monthly basis. A little late now that my

clients are thrown out into a commission world. I have other accounts

who will not be sent a Cat II letter because they turned into Cat

II1 5 days after the cut-off (bonds were redeemed and

re-invested) .Remember, by allowing brokers to track variance on a

monthly basis is also wrong (trade heavy, trade light}-CONFLICT is all

over this. You guys need to rid insight-one after advisor is launched.

This account has turned my clients sour. Place the fee back on until

you replace this account correctly. My clients should not be forced

to the commission world unless we have an account for them. These

clients know other firms already have the proper accounts available. Why would you not
make a 3 6 month exception ..

V\/V\/VVVVVVVVVVVVVVV

From:

Sent.,WQdae§dayL_Aygps;_;ﬁk12004 5:04 PM

To: - - .

Ce: j_.z:zilllliTimal

Subject: RE:?: Exceptlon Request
._._-I

=iz

We are trying to work with you on this issue. The objective is to
identify accounts not consistent with the guidelines and determine if
the program remains suitable. The exception process is intended to
address those accounts in which additional factors need to be
considered. Based on the information we received there was no
compelling reason to grant the exception. An alternative would be to
reduce the fee to 30 bp. I do not have all the data right now but I
estimate the annualized InsightOne fee would be $1,635 which is closer
to the commissions waived of $1,112. I have to discuss with{

.. = =" 7" and confirm the annualized 10 fee. What is relevant and

> perhaps you may not be giving enough consideration to is that this client paid $ 6,821
in IO fees vs $1,112 of commissions waived.

Although the client would like to remain in the program, in light of

the data we need to have a ccmpelling reason to leave the account in

the program, considering the difference. A decrease in the ROA is one

way to do that. If the trading level increases, the IO fee can be

increased accordingly. In coming weeks you will be able to track this

on a monthly basis.

VVVVVVVVVVVVVVYVYVVYVYV

From:
Sent.
TOI

-7
August 18, 2004 5:37 PM
=7

ety .

. Exception Request

On the_ "= >-=.777 account look at the activity last two months...
it is APFARENT we are starting to sell stock. we need to raise 40k-60k

every two months for home care.. Do they need to tell you that in the ¢
letter?.-="} how do you "consider a clients INTENDED trading level"”

if you do not know their future needs or future market -

movements? Fee is to keep the conflict of interest out. L{:ﬁj, I am a

fee broker keeping conflict away from the broker/client relationship.
Charging commissions you might think is right for a client, but my

clients do not want this.. Guidelines... there is no toocl to measure
guidelines in the accounts... now we have to trade heavy or light to

stay within guidelines to keep insight -one alive.... how Wrong is

VVVVVVVVVVVVVVVVVVVVYVYVYVYV
[2]
c
U"
.
4]
9]
rf

2
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that? You are not looking at the best interest of the client. You are
absclutely right I am VERY frustrated with the situation at large...
our clients{yours and mine) are livid, a commission driven account is

not in the best 1nte;$st of their relationship. Let me know what

From: CoT2TeTarzezinll 7]

Sent: Tuesday, August 17, 2004 3:57 PM
To: = =27 T -

Ces L.oczrziZll e
Subject: RE: (. ~._ Exception Request

When we review the requests to remain in the program, we need to
consider the clients intended trading level, which is based on their
letter. 1In additicn we need to recognize that the fee charged in the
account was not consistent with the guideline for the trailing 12
months. I do not think there is anything incecnsistent in moving the
account to a standard RMA account and charging commissions.
The client has been using the brokerage services of the program,
however, the InsightOne fee was considerably higher then the commissions waived.
As a result if an account is granted an exception, we generally
require a reduction in fees in an attempt to bring it in line.

To: T
Cc: |-

1:':-— I understand your frustration with the InsightOne situation
at large - however that doesn't impact the committee review on these
exception requests. "Much more activity"™ isn't apparent

from the [ "7 letter.

From: |L;}}%E%f%iliif
Sent: Tuesday,_ qugs§_£2__2004 5:26 PM
To: =:_:E:-:::=._
Subject: RE: [ =7 Exception Request

requests. That is why 2nd letters were wrltten. TheLz:;Tf?;? accounts

do not need to be re-priced because there is going to
ke much more activity given their current needs. Hence, we charge a

commence, now we are going to charge a commission? TheL _____ 7 2nd

letter wants the advise and fee not the commission. In51ght one

package in front cf me was presented and sold to me during recruitment

and sold to my clients as "service, flexikility,advice, One Fee.Now , I stand to lose
3.5 millien in assets because we will not put them back into fee

account.

From: [ = e

Sent: Tuesday, August 17, 2004 1 20 PM

VVVVVVVVVVVVVVVVVVVVVVVVVVVVV\/VVVVVVVVVV\/VVVVVVVVVVVVVVVVVVVVVVVV

3
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VVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVV

To: | T~ iaee -- T
Co: | _.-:z:ziZpToTAT I Tt
Subject: RE:L,XléiException Request

Pz !

We have reviewed the|_.--T'~. :situation as well...
even if we repriced the account at 30BPS - the account would only move
to Cat. II. Given that it is paying 125 BPs - there is noc way we can

grant this exception.

From:

Sent.lTueedavL_Aqust_J7 2094 2 :38 _EM
To: | R ST

Cc: . _.--=-----"7~ T -

1
!

situation. _EA,_ 'additional letter - however - the
commission to fee disparity is simply too wide. There just isn't

enough evidence that this account will ever be cost-effective for them.

Finally - as was earlier conveyed, the | T .= =7 'exception request
was denied. Please let me know if you have any further questions.

ST T T T T T T T T P

1 \’\‘\ /-" |

| S -7 i

1 Sl P |

Sub]ect; RE: f: i Eﬁceptlon Request
—z.---Also faxlnglg. letter All trustees are now
in placeL__:;f:'__:::_- on the account and activity can now take place.
We have to raise 60k every 2months in the account. Activity last month
shows funds being sold and checks paid for the care ofn_fgffrrrﬁ};;;:j

Three other accounts that are here 1.6 mill need to go on fee also...
I'm just waiting for the new advisor acct. for these accts. many thanks; °

*ns Exception Request

I am not sure we saw a second letter from theLj:;éij
- 1 know we reviewed one letter received 6/14. Can you fax me another
copy?
4
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From: i

Subject:

thank you .how about the' '~ 2nd request fn59544.

From:
Sent:
To: !
Cc: le:2 0
Subject:

based on the clients' second request to remain in the program -
Given the $425,000 in new assets brought in by the client, this
exception is granted - provided the following occur -

=: B
#1. Reduce the Fee in, \~K-’ ito 125BPs

VVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVYVVYV

#2. Reduce the Fee in_ .- ‘~._ to 100 BPs
soT T 1
! N7
LN - please update your spreadsheet. these are items 35 and
36, I believe, ¥----- b
NI T T T T T T mm oo ST
1 ~ - :
~ - |
! Tl P
~ - l
' b - i
! Redacted i
| b
. - ~. I
' -7 ~- |
] -7 Sl .
e L L e e e e i m e m e T
5
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Unknown

From: b.ziziTaTiEiill

Sent: _Friday, December 18, 2003 3:26 PM _ _ _ _ _ _—
To: ! ~ T I I -Redacted= T T ;
Cc: Lem:i=:= i D e i Do e
Subject: RE: InsightOne Manual

| think we have to review this carefully, and soon. Just based on the first section | glanced at, it suggests we're getting
paid for advice not as a broker,

From: B 2

Sent: Frlga_v‘Qe_ce_rgbAeL‘lQ_ZQ% 243PM . _ . _ . _ ... 4
To: _L fz- —--—-_——,'-.‘;-f':_'-:_’:‘: N T srmimima
Ce: =TT

Subject: FW InsightOne Manual

We use the attached manual for training new service reps. | thought you may want to review for edits/ comments - in
the past we have talked about a "Procedures Manual”.

There is another InsightOne Procedures manual that is maitained and updated by_ - _:._jandf;: ' — which covers

- Resergs,
[
—Original Message— _ | e
From: Lot2rzszii ]
Sent: F nday,_D_ege_rrlberJS 2003 2:37 PM
. ~
s .__Redacted
Subject: Inééﬁtaﬁe-ManLal

L. =~ attached is most recent manual. | try to update as soon as any aspect of the product changes. Let me know if
you have questions,, ==
<< File: Training Manual Dec03.12.3.03.doc >>
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% of
Revenue
from
1998 Wrap 1999

Top 100 $785,790 - $944,713
Non-Wrap
Fas

Top 100 §783,941 44% $1,444,256
Wrap Fas

Confidential - Not for Public Use

Why Are We Here?
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% of
Revenue
from

1995 Wra 1999
Top 100 $785,790 - S;O 3
Non-Wrap
Fas

Top 100 $783,941 44% $1,444,256
Wrap Fas

Confidential - Not for Public Use

Why Are We Here?
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Insight)one. ... .The Early Results

»

$16.6 billion total firm assets - 52,068 accounts

$3.7 billion total Central Division - 13,144 accounts
* 25.2% New Assets to PaineWebber

$747,307 average size relationship

31,474,299 Central Division average assets per FA
* $425,966 average firm account size
* $350,454 average Central Division account size

1.00% Average Fee  Central Division 1.10%
(.81% average fee in Merrill Lynch’s Unlimited Advantage)
* 35% accounts being charged 1.5%
* 75% accounts being charged from 1-1.5%

65% Financial Advisor Participation//Central Division 67%
* 23% Insight)one Only

Confidential Treatment Requested by Wilmer Cutler Pickering Hale and Dorr LLP

UBS-1/Oe 000018882



... Redacted _ |
Year Production
1998 $24,562
1999 $143,725
2000 $280,928

Confidential - Not for Public Use
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Year
1997
1998
1999
2000

$230,000 ADVISOR

Production
$237,364
$355,369
$563,786
$671,270

Confidential - Not for Public Use
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$400,000 ADVISOR

L "Redacted X
Year Production
1998 $400,000
1999 $548.,516
2000 $781,858

Confidential - Not for Public Use
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$600,000 ADVISOR

Year Production
1996 $618,408
1997 $1,171,214
1998 $1,480,542
1999 $1,871,684
2000 $2,290,306

Confidential - Not for Public Use
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$1 000,000 ADVISOR
T e
Year Production
1996 $1,009,690
1997 $1,362,379
1998 $1,892.707
1999 $2.,675,454
2000 $3.,268,486
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Get Paid More for Less

AB-12345
$1,205,686 account
$11,151 commissions
.92% ROA

40% discount

40% grid

Confidential - Not for Public Use

10
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Get Paid More for Less

s Commission World = Insiecht)one World

.75% fee charge
$11,151 commissions = $9,042 fees

40% = 32% payout 41% payout (grid plus
after discount sharing 1%)

$3,568 pre tax income

$3,707 pre tax income

Confidential - Not for Public Use
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Handling Concerns About Insight)one

Objective: Learn to handle common
investor concerns

w What are some concerns an investor might have
about Insight)one?

w What are your concerns as a Financial Advisor?

Confidential - Not for Public Use
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Where Did We Begin?

On October 4, 1999 Insight)one Began... What Did it Look Like?
s Fee in lieu of commission “Brokerage” account

$100k minimum
$1,500 mimmum annual fee
Fee range from .30 - 1.50%
200% tumover guideline
Relaled Accounts = Spouse and Minor Children
* 10k minimum with min. annual fee of $750
Termination fee applied each year
MF’s required liquidation upon leaving the account
12b-1"s to the House!
No American Funds or Janus Funds
No Variable Annuities
No UIT’s
No Turmover Reporting
Confidential - Not for Public Use
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= Non-discretionary Brokerage Services
= Personalized Financial Consultation

= PaineWebber Research

s Asset Allocation

» Retirement Planning

a Education Planning

» Estate Planning Strategies

= Stock Option Planning

= Resource Management Account® or
BSA/Business Services® Account

s PaineWebber EDGE®

= Online Account Access, Trading Research
and Portfolio Tracking

Insight)one Products & Services

Equities

Participating Mutual Funds
Mortgage-backed Securities
Corporate Bonds

Municipal Bonds

Other Fixed Income Securities
Options

Rights and Warrants
Cash/Money Market Funds

Confidential Treatment Requested by Wilmer Cutler Pickering Hale and Dorr LLP
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Where Are We Today?

a Fee in lieu of commission “Brokerage” account
— $100k minimum
— $1,500 minimum annual fee
— Fee range from .30 - 1.50%
- 200% turnover guideline
- Related Accounts = Spouse and Minor Children
« 10k minimum with min. annual fee of $750
- Termination fee applied each year
— MF’s required liquidation upon leaving the account
-~ 12b-1’s to the House!
- No American Funds
— No Variable Annuities
— No UIT’s
- No Tumover Reporting
Confidential - Not for Public Use
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Where Are We Today?

= Fee in lieu of commission “Brokerage” account

$50k minimum
$1,500 minimum annual fee
Fee range from .30 - 1.50%
200% turnover guideline
Related Accounts = Spouse and Minor Children
+ 10k minimum with min. annual fee of $750
Termination fee applied each year
MF’s required liquidation upon leaving the account
12b-1"s to the House!
No American Funds
No Variable Annuities
No UIT’s
No Tumover Reporting
Confidential - Not for Public Use
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Where Are We Today?

s Fee in lieu of commission “Brokerage” account

$50k minimum
$1,250 minimum annual fee
Fee range from .30 - 1.50%
200% turnover guideline
Related Accounts = Spouse and Minor Children
* 10k minimum with min. annual fee of $750
Termination fee applied each year
MEF’s required liquidation upon leaving the account
12b-1’s to the House!
No American Funds
No Variable Annuities
No UIT’s
No Turnover Reporting
Confidential - Not for Public Use
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Where Are We Today?

» Fee in lieu of commission “Brokerage” account

$50k minimum
$1,250 minimum annual fee
Fee range from .30 - 2.50%
200% turnover guideline
Related Accounts = Spouse and Minor Children
+ 10k minimum with min. annual fee of $750
Termination fee applied each year
MF’s required liquidation upon leaving the account
12b-1’s to the House!
No American Funds
No Variable Annuities
No UIT’s
No Turnover Reporting
Confidential - Not for Public Use
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Where Are We Today?

= Fee in lieu of commission “Brokerage” account
~ $50k minimum
- $1,250 minimum annual fee
— Fee range from .30 - 2.50%
— Turnover Guideline Has Been Eliminated
- Related Accounts = Spouse and Minor Children
*» 10k minimum with min. annual fee of $750
— Termination fee applied each year
- MF’s required liquidation upon leaving the account
— 12b-1’s to the House!
— No American Funds
— No Variable Annuities
— No UIT’s
— No Tumover Reporting
Confidential - Not for Public Use
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Where Are We Today?

s Fee in lieu of commission “Brokerage” account

$50k minimum
$1,250 minimum annual fee
Fee range from .30 - 2.50%
Turnover Guideline Has Been Eliminated
Spouse, Children(all ages), Parents, Siblings, “The Grands™ & their Spouses
* 10k minimum with no min. annual fee
Termination fee applied each year
MF’s required liquidation upon leaving the account
12b-1’s to the House!
No American Funds
No Variable Annuities
No UTT’s
No Turnover Reporting
Confidential - Not for Public Use
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Where Are We Today?

= Fee in lieu of commission “Brokerage” account

$50k minimum

$1,250 minimum annual fee

Fee range from .30 - 2.50%

Tumover Guideline Has Been Eliminated

Spouse, Children(all ages), Parents, Siblings, “The Grands” & their Spouses
* 10k minimum with no min. annual fee

Termination fee applied only for the first year

MEF’s required liquidation upon leaving the account

12b-1’s to the House!

No American Funds

No Varnable Annuities

No UIT’s

No Tumover Reporting :

Confidential - Not for Public Use
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Where Are We Today?

» Fee in lieu of commission “Brokerage” account

$50k minimum
$1,250 minimum annual fee
Fee range from .30 - 2.50%
Turnover Guideline Has Been Eliminated
Spouse, Children(all ages), Parents, Siblings, “The Grands” & their Spouses
* 10k minimum with no min. annual fee
Termination fee applied only for the first year
MF’s no longer require liquidation upon leaving the account
12b-1’s to the House!
No American Funds
No Variable Annuities
No UIT’s
No Turnover Reporting
Confidential - Not for Public Use
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Where Are We Today?

» Fee in lieu of commission “Brokerage” account

$50k minimum
$1,250 minimum annual fee
Fee range from .30 - 2.50%
Turmover Guideline Has Been Eliminated
Spouse, Children(all ages), Parents, Siblings, “The Grands” & their Spouses
* 10k minimum with no min. annual fee
Termination fee apphied only for the first year
MF’s no longer require liquidation upon leaving the account
12b-1’s to the Financial Advisor!
No American Funds
No Variable Annuities
No UIT’s
No Turnover Reporting
Confidential - Not for Public Use
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Where Are We Today?

= Feein lieu of commission “Brokerage” account

$50k minimum
$1,250 minimum annual fee
Fee range from .30 - 2.50%
Tumover Guideline Has Been Eliminated
Spouse, Children(all ages), Parents, Siblings, “The Grands” & their Spouses
« 10k minimum with no min. annual fee
Termination fee applied only for the first year
MF’s no longer require liquidation upon leaving the account
12b-1s to the Financial Advisor!
Amcrican Funds and Janus Funds are Now Available!
No Variable Annuities
No UIT’s
No Turnover Reporting
Confidential - Not for Public Use
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Where Are We Today?

» Fee in lieu of commission “Brokerage” account

$50k minimum
$1,250 minimum annual fee
Fee range from .30 - 2.50%
Turnover Guideline Has Been Eliminated
Spouse, Children(all ages), Parents, Siblings, “The Grands” & their Spouses
¢ 10k minimum with no min. annual fee
Termination fee applied only for the first year
MF’s no longer require liquidation upon leaving the account
12b-1’s to the Financial Advisor!
American Funds are Now Available!
Variable Annuities available starting with Manulife. More firms to come
No UIT’s
No Turnover Reporting
Confidential - Not for Public Use
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Where Are We Today?

» Fee in lieu of commission “Brokerage” account

$50k minimum
$1,250 minimum annual fee
Fee range from .30 - 2.50%
Tumnover Guideline Has Been Eliminated
Spouse, Children(all ages), Parents, Siblings, “The Grands™ & their Spouses
¢ 10k minimum with no min. annual fee
Termination fee applied only for the first year
MF’s no longer require liquidation upon leaving the account
12b-1’s to the Financial Advisor!
American Funds are Now Available!
Variable Annuities available starting with Manulife. More firms to come
UIT’s available
No Tumnover Reporting
Confidential - Not for Public Use
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Where Are We Today?

s Fee in lieu of commission “Brokerage” account

$50k minimum

$1,250 minimum annual fee

Fee range from .30 - 2.50%

Turnover Guideline Has Been Eliminated

Spouse, Children(all ages), Parents, Siblings, “The Grands™ & their Spouses
* 10k minimum with no min. annual fee

Termination fee applied only for the first year

MF’s no longer require liquidation upon leaving the account

12b-1’s to the Financial Advisor!

American Funds are Now Available!

Variable Annuities available starting with Manulife. More firms to come

UTT’s available

Turnover Reporting available on the MAS Billing system
Confidential - Not for Public Use
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Confidential Treatment Requested by Wilmer Cutler Pickering Hale and Dorr LLP

Non-discretionary Brokerage Services
Personalized Financial Consultation

PaineWebber Research
Asset Allocation
Retirement Planning
Education Planning

Estate Planning Strategies

Stock Option Planning

Resource Management Account® or
BSA/Business Services® Account

PaineWebber EDGE®

Online Account Access, Trading Research

and Portfolio Tracking

Insight)one Products & Services

Equities

Participating Mutual Funds
Morigage-backed Securities
Corporate Bonds

Municipal Bonds

Other Fixed Income Securities
Options

Rights and Warrants
Variable Annuities

UlTs

Cash/Money Market Funds

Confidential - Not for Public Use
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What’s in Store for the Future?

» Relationship Pricing - The combination of accounts to allow
meeting of the minimum annual fee. For example: Three $50k
accounts where the combination of the three meet $1,250 and not
one has to meet the min. Fourth Quarter of 2000

» Ability to tag concentrated positions - Second Quarter of 2001
s Additional Investment Products, example Futures!

» Quarterly Monitor - First Quarter of 2001 we will have portfolio
reporting for Insight)one

» Tax Reporting - Allocation of fee according to trades for year

Confidential - Not for Public Use NOT FOR PUBLIC USE
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FA Panel Session

Confidential - Not for Public Use
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How Do You Compete ......... Value
Proposition

Old Model
Price = Transaction

T

Today’s Model
Price = Services + Value

Confidential - Not for Public Use
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How To Customize Insight)one Pricing

3-Step Process:

» Use Householding Report to identify Insight)one
candidates

= Identify the Insight)one services that would appeal
to your client

= Prepare itemized value worksheet to highlight
Insight)one benefits.

Confidential - Not for Public Use
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~ Insightjone Householding Report

SAMPLE
PutmrWrbber Prespecung Report.
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Insight)one Pricing Worksheet
O Non-discretionary Brokerage Services O Equities
O Personalized Financial Consultation O Participating Mutual Funds
O PaineWebber Research O Mortgage-backed Securities
O Asset Allocation O Corporate Bonds
O Retirement Planning 1) Municipal Bonds
O Education Planning O Other Fixed Income Securities
O Estate Planning Strategies O Options
O Stock Option Planning O Rights and Warrants
O Resource Management Account® or a Cash/Mdney Market Funds
BSA/Business Services® Account O Variable Annuities
O PaineWebber On Line Services® 0O UITs
O Online Account Access, Trading Research . TOTAL
and Portfolio Tracking -
Confidential - Not for Public Use
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Price Yourself

» Custodial Services

» Research: Munis’, Equities, TF]
» RMA, BSA, IRA Fees

» Mutual Fund Selection

» FEducation

» Retirement Analysis

s Asset Allocation

» Stock Option Planning

s You

n Anmualized Fee

Confidential - Not for Public Use

Insight)one Value Workshop

10-25 bps

50-75 bps
5-10 bps

35-75 bps

35-75 bps
35-75 bps
35-75 bps

15-25 bps

DS

30-250 bps
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Objections Review

Confidential - Not for Public Use
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Your Insight)one Plan

» Identify ways to incorporate Insight)one into your
business plan through:

— Prospecting:
* Who/Why?
» How to locate prospects
* Your marketing approach

— Converting Existing Clients:
* Your pricing strategy

Confidential Treatment Requested by Wilmer Cutler Pickering Hale and Dorr LLP UBS'IIOG 00001 8915



Top 10 Reasons NOT to use
InsightOne

You belive it’s wise to ignore major business trends in
the financial services industry.

Your Prefer to follow rather than lead your clients and
chose to make major changes in your business by
reacting rather than initiating.

You don’t care that wrap fee F.A.’s have the highest
business growth rates over the past 5 years.

You believe that your clients will NEVER hear about
this concept from someone else.

You look forward to discussing the commission on
equity trades.

Confidential - Not for Public Use
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Top 10 Reasons NOT to use
InsightOne

You firmly believe that executing a 500 share order for
MSFT is worth $535.

You enjoy working through the discount sharing
policy.

You are looking forward to price transparency in the
fixed income markets and the impact it could have on
your revenue.

It’s efficient for you to constantly review TFI and
MUNI inventory for bond swaps that enhance the
client’s position after the buy and sell SC.

“A” shares at NAV are not an attractive way for you to
sell mutual funds. consdential - Not for Public Use
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Top 10 Reasons NOT to use
InsightOne

= You don’t mind spending time on the 410 process

everytime you or your staff put an incorrect discount on
a ticket.

» Your clients are excited to see the RMA/BSA/IRA fees
hit their accounts year after year.

= Your clients understand and appreciate the $4.50
postage and handling fee on every trade.

Confidential - Not for Public Use
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Unknown

From: Lo TiiTioC
Sent: F_nday,_ Qa_n_u_ag 16 2004 4:31 PM
To: 0 TlZr=-=1I0
Subject: ‘RE: 'lﬁé@ht‘dﬁe’ =
=i _/'-_'l
fe :t:“.\j

Do we have any tools outside of managed money and PACE to price a relationship and get paid for advice, service,
coordination w/ client advisors without generating a transaction (and perhaps a tax liability)? Sometimes advice not to
trade (as a result of spending time monitoring clients assets) is more valuabie than advice to trade. The firm is preaching
asset allocation and overall wealth management but we are still serving as just brokers? Our titles are Financial
Advisors, the firm has to give us tools so that we can act that way. Merrill Lynch has an MLUA account (similar to

InsightOne) which | understand has different trading guidelines. If this is a regulatory matter then shouldn' they have the
same guidelines?

Any comments about future alternatives that are currently being worked on would be helpful.

Thank you.

-----Original Message—-—

From: [P

Sent: fndav._Januarx 1q 2004 3:56 PM
To: TR~

Subject: RE InsnghtOne

e 3you are absolutely correct, and prescient to boot. We've just finished editing the brochure and we hope to have the
new one out as soon as we can get the printing done. That usually takes a couple of weeks. don't ask why.

—Original Message—

From: .Ziz:=iZ 0
Sent Fnday._Januag 16 2004 3:220 PM
To: L2izsEl
Subject lnslghtOne
~rZIT LM

| wanted to encourage our fimn to look at our InsightOne brochures and possibly take out the misleading marketing information on the
COVET........... (ie: Advice, Flexibility and Service......One Fee). Apparently the regulators are only concemed with trading to justify the
accounts......not advice, service, etc. Therefore, perhaps our materials should reflect how these accounts should be used in conjunction with
overall relationship pricing. Please provide your feedback and comments. Thanks,
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