")

f)
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FA Compensation Policy Changes

The most obvious effect on the proposed FA compensation Plan changes should be an increase
in InsightOne assets, as the FA has a higher incentive to convert their book to wrap business
(Grid +4%). :

There are other changes to the compensation plan that may possibly cause confusion or may
have other possible negative effects on InsightOne. These are discussed below.

Net ticket charge comparison:
Caemmission Policy InsightOne Policy Proposed Solution

New net ticket charge applied | Current net ticket charge Apply net ticket charge to
to all Equity and Option trades | applies to accounts accounts that generate less
completed in most discounted below .75% that | than $30 in revenue per
commission-based accounts. do not meet asset revenue trade.

threshold of $2,500 per

relationship

$12 Net ticket charge on Listed | $14 Net ticket charpe on all | $12 Net ticket charged on all
equity, OTC and Option trades | eligible, non-fixed income eligible non-fixed income

trades (equities, options, trades.
2 mutual funds, UITs)
No trade will result in payout | If trading is excessive, If trading is excessive, payout
below zero payout may be negative may be negative - create
reporting to warn FA.

Trainees net ticket charge is Trainee net ticket charge is | Trainee net ticket charge is
less (36, $8, $10) the same ($14) the same ($12)
FAs capped at 24% are All FAs are subject to All FAs are subject to ticket
exempt from $12 ticket charge | ticket charge regardless of | charge regardless of their

their payout rate. payout rate.

‘trade is completed. after révenue test is applied. | revenuc test is applied.

Net ticket charpe is applied in | Net ticket charge is applied | Net ticket charge is applied at
the same month in which the | at the end of the quarter the end of the quarter afier

Other Potential Issues:

New accounts, not yet funded: If an account is not yet funded (awaiting ACAT) it cannot be
approved as InsightOne (billed on assets in the account on day of approval). If one of these
accounts wishes to trade commission-free before being approved for InsightOne, the branch may
process the trade at TD100 (trade discount 100%) or process the trade with commissions and then
do a cancel/correct after approved as InsightOne.

Solution: Work with systems to prevent an undue penalty on the FA.

Employee accounts: It may now be cheaper for FAs to trade in a commission account, and get hit
with the $12 ticket charge, than through InsightOne. We may lose much of the InsightOne
employee assets (@ $3b).
Solution: Need to find out how the minimum equity ticket charge ($49.99) is applied on
employee accounts - charge may then be $61.99. More of a reason to implement the
revenue per trade policies.

Employee Self-Directed Account: This ticket charge of $12 is inconsistent with the Employee
Self-Directed account ($14 per equity and option trade). Changes would require a P&S system
enhancement which will probably not be completed by January 2002.

UBS-1/Oe 000190915



FA Compensation Policy Changes

(" Solution: Review with Ron Safir and then work with systems to implement the change as
soon as possible. :

Leveled Accounts: FAs often moved from leveled account payouts (e.g., account charged cents
per share) to InsightOne to increase their pay.

Solution: We will need to see how the policy change will effect this. Ensure DMACs
understand this effect.

Another Potential Benefit:

Net New Assets: With Net new assets baving a more prominent role in asset awards, we may be

able to capitalize on reporting requirements and push InsightOne as an asset gathering tool (48%
net new assets). Double win proposition - a higher payout and additional asset awards.

C
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From: _
Sent: Tuesday, February 24, 2004 6:26 PM
To: Bursey, Bruce A.

Subject: As requested, the revise memo

February 24, 2004

For internal use

' such 1Ssues. v .
1. Failure to raise up a serious resource issue when confronted with an inability to
deal with the Trading and Investment Guidelines.
2. Assumed authority to interpret policy/procedure on a sensmve matter (tenmnatlon

letters) without first discussing it with management, _ el k told Redacted _thatno

termination letters would be sent in January 2004 because the low tradmg waming
letters, which should have been sent in April 2003, didn’t get mailed until
October. And therefore, termination letters wouldn’t be needed for another six
months.) When I asked. -~ ;how he could give such advice without asking me, he
responded that he was just repeating the thch S -

3. Allowing FA to skirt policy requlrements 7 .a]]owed Redacted .to

for counting trades but before the ]etters were sent. This included delaying the date
for sending the letters in order to execute trades.
4. Authorized exceptions to the minimum account size and the contnbut]on bl]]mrJ

accounts is $10,000. Thanks to Sl _exception largess, we now have many

accounts dramatically below that requlrement Some accounts have as little as
$1000 - $2000.

5. The point of these examples (and others if we chose to list them) is -that1 > 1d1d
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not understand one of the fundamental responsibilities of the job; that is to identify
and manage risk exposure. If you would like to discuss these issues or any
others, please let me know.

ABC/abc

Enclosure
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Proposed InsightOne Trading
Guidelines & Controls

UBS Financial Services Inc.

Contidential Treatment Requested By Wilmer Cutler Pickering Hale and Dorr LLP
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Proposed Trading Guidelines

Compare Actual Fees Paid vs. Commissions Waived

e Rationale:

e Provides the most “fair” comparison and satisfies NASD request

e Counting trades does not capture large accounts Pamg too
much and captures accounts “getting a good deal” (MFs)

e Revenue per trade does not take the size of the trade into
account

e The majority of securities (stock, bonds, options) have
commissions calculated that Firm systems already capture

¢ Would need to develop methodology for mutual funds, UITS,
managed future funds and annuities (will use an average “load™
until we can link into current breakpoint logic in trading systems)

e May eliminate need to review cash% as client is taking advantage
of program with other 50-60% of assets

e May eliminate need to review rev/trade for excessive #adin@.ve  +
$WS UBS Financial Services Inc.
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Proposed Trading Guidelines

Compare Actual Fees Paid vs. Commissions Waived

e Review Process:

e Review would be completed in January for all accounts opened for
at least 6 months. Additional review in July for accounts opened in
second half of year

e Maximum time before review 1 year
o Minimum time 6 months and a day

e System would highlight those accounts that paid X% more in fees
than commission waived (full commissions)

e Analysis being taken to determine a fair % (20%%?)
e For those accounts highlighted --should system then look at
prior year (if available) to obtain a more complete picture?

e Clients maz c;Jay 50% less in year 1 and 30% more in year 2 --
still saved 20% ‘

Not for Public Use 2

$ UBS UBS Financial Services Inc.
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Proposed Trading Guidelines

Compare Actual Fees Paid vs. Commissions Waived

¢ Client Communication:

e Warning letter sent if account’s Fees Paid is X% more than
commissions waived

e |etter would inform them of fees paid and what they would have
paid in commissions

e Accounts flagged as “paying x% more” would then be reviewed in
another 6 months

e If still paying x% more, client will be sent termination letter and
terminated within 30 days.

e Maximum period before terminating = 19 months
e Minimum period before terminating =13 months

e We may automatically send termination letter (skip 6-month waitin
period) if account is paying an excessive amount more (2 times X%

$ UBS Not for Public Use 3

UBS Finandial Services inc.
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Proposed Trading Guidelines

Compare Actual Fees Paid vs. Commissions Waived

e Branch Communication;

e Memo to announce new policy - early 2004

¢ Online screen that will provide rolling 12-month trades, fees,
commissions waived, revitrade(?)

e Quarterly report that will show:
e Which accounts are paying x% more(?)
e Which accounts were sent warning letter ( and date)
o Which accounts were sent termination letter

¢ We may automatically send termination letter (skip 6 month waiting
period) if account is paying an excessive amount more XX%.

*UBS Not for Public Use 4

UBS Finandal Services Inc.
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INSIGHTONE TALKING POINTS

e |

1. In1999; _ _.-.-RedactedZ'” _ imet with the SEC to request

guidance on fee-based brokerage accounts. The objective was to
push the SEC to state publicly that the Investment Advisers Act
should NOT govern fee-based brokerage accounts.

2. SEC later issues one no-action letter stating that such accounts are
brokerage accounts if they provide the essential services of
brokerage accounts — execution services and advice that is
incidental to brokerage services

3. InsightOne grows very rapidly but no other regulator offers any
guidance about the application of other regulatory rules.

4. Because of regulatory vacuum, the positioning of InsightOne -
from a marketing perspective — was vague at best. In fact,
InsightOne was probably misunderstood and thus sold incorrectly.

5. The existing surveillance tools (the trade counting and cash
concentration reports) were introduced at the end of 2002 after
management struggled (for almost a year) to introduce a
reasonable method to examine suitability for clients in InsightOne.

6. In 2003 the NASD begins examining broker/dealers’ fee-based
brokerage programs to determine (i) how these programs are
working, and (ii) whether customers are being treated fairly. In
November the NASD issues a Notice to Members providing
guidance on the issue of how Members must determine suitability
in relation to fee-based accounts.

7. The Notice makes it quite clear that an economic determination
should be applied. In the NASD’s words - if a Member places a
customer in an account with a fee structure that reasonably can be
expected to result in a greater cost than an alternative account...
that provides the same services and benefits, the Member will have
violated just and equitable principals of trade.

8. It is important to note that we believe most InsightOne accounts
are suitable, and that it is an excellent alternative to commission
accounts. These new guidelines are intended to alert us to clients
who are likely served better in a different program.

Confidential Treatment Requested By Wilmer Cutler Pickering Hale and Dorr LLP UBS-I/Oe 000550657






Wealth
A B Management - USA

STRICTLO PRIVATE AND CONFIDENTIAL

Strategic Business Plan Summary
2004 — 2006

New Oork, November 24, 2003
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Strictly Private & Confidential

Now that we have activated the entity of the Bank, we will begin to look at expanding our offering of products and services that we
currently provide to our current and prospective clients in order to increase net new assets, wallet penetration and client retention. We
are currently ooking at the needs of small and medium size enterprises and plan to add services that are consistent with growing our
wealth management business.

312, UBS Mortgage LLC

Our approach to wealth management is holistic. It extends beyond traditional investments, indluding the kability side of a client's
"personal balance sheet.” As our Financial Advisors make the transition to balance sheet advisors, we cannot ignore what may be our
chients' largest liability; their home mortgage. In order to enter this market quickly and economically, we partnered with the largest
originator of mortgages in the U.S., Wells Fargo Home Mortgage, to form UBS Mortgage LLC. In late August of 2003, we
received local licensing from New Jersey and New York thereby allowing us to offer mortgages in all 50 states.

UBS Morigage LLC offers a full amay of both primary and secondary mortgage products including home equity lines and
loans, conforming and nonconforming mortgages and super§umbos al with various rate structures and maturities. Also
available are 100% mortgages and combo loans, which combine our non-purpose lending products with a home
mortgage to offer the client solutions tailored to their needs. We recently introduced the fiexible mortgage program, which
utilizes the 30-day LIBOR index.

Trust

Accelerating demand for sophisticated, tax-efficient, inter-generational planning from the pre-retiree and retiree populations (where
most wealth is concentrated) has spurred growth in the personal frust market. We have identified this opportunity as a key growth
area, and we are currently looking to expand owr current offering.

We believe that winners in this growing market will be those players who can deliver not just personal trust services but a
compelling overall wealth management value proposition. In other words, the successful strategy will be to combine specialized
trust capabiliies with a knowledgeable sales force that can position these services within a comprehensive wealth management
solution.

UBSWM-USA currently has approximately $8.6bn invested assets in personal trust accounts and over $38bn in additional
inter-vivos trust assets. We have created wealth management teams that, in addition to personal trust (in parinership with
Comerica), provide portfolio strategy, wealth management advice and estate planning services to HNW clients with $2m+. We plan
to increase this platform further either organically or by teaming up with a leading trust firm, who can provide resources for
administrative services (e.g., trust operations/systems platiorm and tax returns), management expertise and recruiting capabiities. As
we are curently pursuing this alkance, we are not able to present specific projected financials at this point.

3.1.4  Recumring fees

Our focus has been to “annuitize® our revenue stream by offering clients products with asset based pricing. Besides responding to
chent demand for these products, this enables us to better withstand down market environments. During the recent bear market our
recumming fees have proven to be quite resilient despite the significant declines in market indices. In fact, 2003 recurring fees are
expected to be 8.4% higher than in 2000. Today about 37% or our revenues are recurring fees as compared to 34% in 2001, A
prolonged market downtum, however, entadls the risk of putting downward pressure on the pricing of wrap products.

We plan to increase recurring fees's by launching new offerings and enhancing existing ones as well as by continuing to align FA
compensation fo support these products. For instance, in the past, in order to support recurring revenues, grid payouts were
increased for the distribution of wrap-fee products (grid +4%) and fee-paying accounts (grid +1%). However, this practice will be
systematically eliminated going forward, while asset awards will continue to be paid fo increase net new money and Invested Assets.

Recurring fees consist of wrap and managed products (48% of total), Investment management fees (20% of total), Non-
proprietary fees (17% of total), Account fees, insurance, etc (15% of total). While, we project recurring fees to increase as a

proportion of revenues over the planning period, there are three primary reasons why the growth in recurring fees as a % of total
revenues will be relatively tamed:

- As the UBS Bank USA initiative grows, net inferest revenues (which are not recurring fees) will become a larger portion of our
P&L

- In the event of an acquisition, we expect the acquired firm to have less recurring fees as a proportion of revenues than we do;
this, therefore, should “ditute” our ratio.

- Transactional-based revenues are also expecled to rebound during the planning period.

'* Recurring fees are asset based and advisory revenues including fees from mutual funds, wrap fee products and insurance products

UBSWM-USA Business Plan 2004 - 2006 Page 14
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Fee-Based Programs

Business Review
February 2002
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Fee-Based Programs Financial Summaﬁ
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Fee-Based ProErams Headcount Census
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Fee-Based Programs Key Drivers: Quantitative
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Fee-Based Programs Strategic Review

Business Strategies: Whal are the strategies and tactics your business is employing to drive client asset acquisition,
development and retention and bring net new assets into the firn?

—
o Advice Consistency/Process Integration
~ « Integration of PACE and InsightOne into the Advisor

e ICS Research Center - ACCESS & MAC (PACE in Phase Il)

¢ Offer Mutual Fund Model portfolios off Advisor platform for InsightOne and PACE

Core Affluent Services
¢ Multiple Discipline Accounts
¢ Tax Efficient Platform - ACCESS
¢ Inception to date performance - ACCESS, MAC, PMP, SELECTIONS
¢ Introduce performance reports for affluent InsightOne relationships

Business Efficiency
e Expand MAC electronic trading platform
» Enhance ICS Trading system to allow purchases and rebalancing of Models for InsightOne accounts
¢ Online account opening and maintenance

Asset Accumulation

¢ Repositioning of fees and pricing (i.e. special schedule for larger accounts) - ACCESS, MAC
¢ Expand composite reporting for PMP FAs that would allow them to better market themselves - PMP
‘ + Develop new program for an all ETF porifolio - PMP
Cv ¢ Education (see distribution model)
¢ Develop program to transition Selections FAs to model portfolios

2 NB2ILIRAePPsE
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Fee-Based Progams Strategic Review

£

Competitive Review: What is the competition doing and how does it impact your business (include and cite relevant charts or stats)?

Salomon Smith Barmey

Mutual Fund Model Portfolios

Exchange Traded Fund Models

Multiple Discipline Accounts (in-house managers)

No retention

Offers invoicing of IRAs

Charge only on 10% of cash in fee-based brokerage account

Proprietary investment managers ($62 billion in assets- according to Cerulli)

Merrill Lynch

Mutual Fund Model Portfolios

Offers invoicing of IRAs

Pays sales credits and asset-based fee on syndicate purchases in fee-based brokerage account
Captures assets weekly for UA program - no contribution fees required

Proprietary investment managers ($62 billion in assets- according to Cerulli)

Prudential

Mutual Fund Model Portfolios
Offers invoicing of IRAs

Morgan Stanley

Mutual Fund Model Portfolios

No retention

Allow invoicing of IRAs

Began paying FAs 50% on fee-based brokerage activity (4Q2001)

(M
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Fee-Based Programs Strategic Review

.
o Competitive Review: Continued
- ‘McLagan Results- | ;
“ Total Revenue: All Firms Rank Market Share |
2000 2001 2000 | 2001 |
Wrap Fees Broker Mgd 115 | 1-14 335% @ 27.4% |
W Foee hornaly od | s eow e
Wrap Fees Externally Mod __ 345 | 314 168% | 174%
'Wrap Fees Mutual Funds 312 2413 17.4% | 175% |
Total Wrap Fees i 2-18 2-18 184% ' 17.9% !
Non-Discretionary Fee Trading P31 3-10 118% | 132% !
Revenue/Salesperson: All Frmsi Rank % of Other
2000 2001 2000 | 2001 |
Wrap Fees Broker Mgd 5-15 6-14 326.9% | 253.1% !
Wrap Fees Internally Mgd 11-16 12-16 42.6% 33.8%
Wrap Fees Externally Mod 315 314 129.7% | 141.6%
Wrap Fees Mutual Funds 7-12 6-13 136.8% | 142.8%
Total Wrap Fees 7-18 6-18 1462% | 146.5%
Non-Discretionary Fee Trading 311 2-10 B4.8% | 102.3% |

4 NB2ITRAEPPSE
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Fee-Based Programs Strategic Review

Competitive Review: Continued

™

i Total Revenue: Trend Firms Rank Market Share |
L2000 2000 . 2000 2001
Wrap Fees Broker Mgd L 14 14 : 463%  383% |
WapFeesntemalyMgd 1 34 34 - 103% | 72%

Wrap Fees Externally Mod 34 34  189% . 19.7%

Wrap Fees Muitual Funds n/a 24 | 229% : 23.4%

Total Wrap Fees 2-4 24 | 228% | 21.8%

Non-Discretionary Fee Trading 34 34 125% | 14.3%
Revenue/Sales persgﬁ : Trend Firm Rank P ‘iof &h:;w

2000 2001 2000 | 2001

Wrap Fees Broker Mod 1-4 1-4 3637% @ 260.5%

Wrap Fees Internally Mgd 34 34 48.7% 32.6%

Wrap Fees Externally Mgd 2-4 2-4 98.6% 102.8%

Wrap Fees Mutual Funds nva 34 125.9% 127.9%

Total Wrap Fees 2-4 2-4 125.1% 117.0%
Non-Discretionary Fes Trading 24 24 60.3% 70.1% |

C
¥ NB2PIEPPS 7
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Fee-Based Progms Strategic Review -

Strategic Drivers: What are your business’ strategic drivers - how will you measure success of your strategies?

Advice Consistency/Process integration
¢ Integration of PACE and InsightOne into the Advisor (4Q2002)
¢ ICS Research Center - ACCESS & MAC (PACE in Phase |1) {(3Q2002)
e Offer Mutual Fund Model portfolios off Advisor platform for InsightOne and PACE (4Q2002)

0

Core Affluent Services

Multiple Discipline Accounts (3Q2002)

¢ Tax Efficient Platform - ACCESS (4Q2002)

Inception to date performance - ACCESS, MAC, PMP, SELECTIONS (4Q2002)
Introduce performance reports for affiuent InsightOne relationships (2Q2002)

Business Efficiency
¢ Expand MAC electronic trading platform {2Q2002)
¢ Enhance ICS Trading system to allow purchases and rebalancing of Models for InsightOne accounts {2Q2002)
« Online account opening and maintenance - Phase 1 (4Q2002)

Asset Accumulation

o Repositioning of fees and pricing (i.e. special schedule for larger accounts) - ACCESS, MAC {2Q2002)
e Expand composite reporting for PMP FAs that would allow them to better market themselves - PMP (3Q2002)
« Develop new program for an all ETF portfolio - PMP (2Q2002)
- : o Education (see distribution modet)
C o Develop program to transition Selection FAs to model portfolios (3Q2002)

¥ NBRIFTRAEPPT
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Fee-Based Progams Strateﬁic Review

]

Bamriers & Risks: What are the risks, obstades or barriers to success and the plans for overcoming them?
Barriers:

1. Systems resources
Solution: Prioritization of projects vs. resources
2. Protracted fiat stock market

Solution: FA education/retention marketing
3. Legal resources

Solution: Prioritization of projects vs. resources

Risks:

1. Maintaining two PACE platforms, thereby incurring increased and unleveraged trading, systems and operations costs
and increased frustration from the field

Solution: Merge PACE Select and PACE Multi programs and implement through the Advisor platform
2. Inability to tum Selections attrition around

Solution: Develop program to transition Selections FAs to model portfolios
3. Converting unsuitable accounts to InsightOne

Solution: Implement new trading and investment guidelines

¥ (BRI BTrepper
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Fee-Based Programs 2001 Highlights & Disappointments

L

What were your accomplishments in 20017
ACCESS

— Due Diligence - Addition of 7 new managers, including exclusive offering of PIMCO Total Retumn
PACE

— Added 22 fund families and over 400 new funds to the PACE Muliti ProgramRolled-out browser tool to assist FAs with
the Capital Market Assumption changes

PMP/Selections
- Developed Model Equity Portfolios,
Added 62 FA's to PMP, 93 to Selections

Researched 125 managers
Published MAC Summaries on 60+ Researched managers
Introduced Accelerated Compensation Program

InsightOne

Implemented new InsightOne enroliment system (added features and enhanced navigation)
Introduced Accelerated Compensation Program
Developed and implemented tax worksheet (allocation of fee to eligible trades)
Added hundreds of additional eligible mutual funds and a new managed future fund
Administration
- Periodic disbursements for ACCESS
( - Added Confirm butking for PMP and Selections
/\' —~ Introduced automation of ACCES_S manager communication (e.g., ICS Manager Link)
.

o (B2 FIpeppss 10
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Fee-Based Programs 2001 Highlights & Disappointments

L R

C Which results against business & financial goals were most disappointing in 20017
C ACCESS
- - Delay in introducing ICS Research Center
PACE

— Delay in introducing Mutual Fund Models
— Delay in introducing a new PACE front-end

PMP/Selections

— Dedline in the number of Selections accounts and assets under management, due to performance of Highlighted List
MAC

- Delay in introducing the new MAC Application / Agreement - in legal review for almost one year
- Delay in introducing MAC electronic trading

InsightOne
= Net sales were $5.7 billion (with 14,223 accounts) - much lower than planned, due to the difficult market conditions
Administration
~ Delay in introducing electronic account approvai

P NBRALTRAEPPS
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Fee-Based Programs 2001 Highlights & Disappointments e

Discuss unanticipated events that affected results against business & financial goals. How did you handle them?
h What would you do differently?

Unanticipated Event
— Poor performance of highlighted list

Action Step
— Introduction of model portfolios

Unanticipated Event
— Continued flat stock market
ction St
— Focused on retention marketing materials

Unanticipated Event
— September 11th

Action Step
— Focused on retention marketing materials
— conducted risk audit in Trading and Administration

Ole

o NB2IETRAEPP 12
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Fee-Based Programs 2002 Business Initiatives

C“ Describe your 2002 business initiatives and how they support your strategies and strategic drivers.
' ACCESS ‘
(_ A — Create competitive Multiple Disci dplme Account (MDA) platform, allowmg diversification across multiple investment
management styles for portfolio diversification within one account

— Make the ICS Manager Research reports (e-Vals) legally suitable for client use.

—~ Put the ICS Research Center on the FA workstation, providing them with the ability to create managed account
proposals in the branch office.

PMP/Selections
-~ Toincrease FA participation in PMP & SELECTIONS by provi mrg additional tools such as portfolio models and easy

to use screening tools and execution of securities through the Trading System.
- Develop an all Exchange Traded Funds (ETFs) portfolio program for FAs to manage dlient assets.
PACE
~ Improve PACE performance stability
MAC

— Rollout the MAC Summaries, Brochure and New Application. The application will make it easier to do MAC business.
Having information available on managers will also help market the program to FAs.

— Automate MAC trading to improve efficiency and reduce financial errors.

InsightOne

- Enhance ICS Trading system to allow purchase and rebalancing of Models - improved business efficiency.

-~ Introduce performance reports (>$1mm) - an additional core affluent service.

~ InsightOne account enroliment function migrated into Advisor - another step in process integration.
Administration

Begin process of automating account opening / maintenance (will improve efficiency and reduce financial errors)
Implement inception performance

Consolidate confinms in statements

— Automate tax loss processing

(M

B NRAETOePpT
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Fee-Based Programs 2002 Business Initiatives

]
r
- Describe your process for tracking and measuring initiatives going forward (i.e. Planner system)
- Projects and delivery dates are tracked by ICS Business Analysts using Microsoft Project.
~ Asssts, accounts and other ralevant statistical information is tracked using Business Intelligence.
o NB2|IRaepPe: 1
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Fee-Based Programs Kez Drivers: Qualitative

Yy )

~

Program £7.-2001 CURO02T
MAC ® New Contract
¢  Summarics
ACCESS ¢  Reduced retention for ACCESS * MDAs
fixed income accounts
¢  Addition of 7 pew managers
PACE ¢ Added over 400 new funds ®  Updated Capital Market
¢  Rolled-out browser tool for Capital Assumptions
Market Assumptions changes ®  Cosmctic changes to the PACE
®  Added 22 fund families, 957 funds Portfolio Review
PMP/Sel ® New contracts ®  Performance Composites
¢ Model Portfolios ® ETF Portfolios
® Increased Pricing Flexibility ¢ Recruiting Tools
InsightOne ¢ Implemented new InsightOne ¢  Performance reports (>$1mm)
enrollment system ¢ 1CS Trading system
¢ Introduced Accelerate ¢ Integration with Advisor
Compenaation Program
®  Developed and impl ted tax
worksheet
®  Added hundreds of additional
eligible mutual funds and a new
maneged future fund

o NBRIEIRNEPPeE
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Did You Know?

*Low-cost funds are more likely to outperform their peers
* Have outperformed the average in 14 of 15 fund categories this year®
« Fund expenses can become more important than manager performance over time
*25% of Personal Finance's Top 150 Performers* are InsightOne eligible (based on 3-year
return)
« Al least one top performing fund in every category is InsightOne eligible
*There are thousands of eligible mutual funds in InsightOne
* There are 86 fund families with over 2,000 mutual funds that are eligible for InsightOne.
* These includes our primary vendors and other popular fund companies
» There are 25 fund families with over 250 mutual funds that are eligible for InsightOne that
cannot be purchased in a commission-based account (no-load and advisor series funds)
» Most eligible funds are load-waived class A shares
« This fund class generally has a Jower expense ratio than other share classes
« All 12b-1 trailers paid by the fimd company are paid to the FA at Grid +1%
* You can search for eligible mutual funds that meet specific criteria
« Utilizing the Mutual Funds Research tool on the FA Mirror application
* You can search based on performance, risk, portfolio composition, net assets, or region

FofWbsesinfrmation refer 1o InfoNet (Products >>ServisgsRlnsipht 00522 WeiblenT 263 mpm o
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Additional Disclosure
mnmmwawmom.mmmdumudm on risks, pes and exp
Investors should read the prosp 9.

Msuhblny
uBs Pa dne is a y brokerage & for i f on long-tarm
|nvsumntmtegls.mod|mymdudethemcnfullnngedbm offered through a UBS
P UBS Psine InsightOne is suitable for clients who desire to maintain control
aver their md ip mhmaqmuasmmmt
avaiiabie for all types of encq.i ws, DVP and 9 subject ta
suttability.

Investor Concerns
UBS PaineWebber InsightOne may not be appropriate for investors who anticipate very fittle or no trading. do not
seok or accept periodic advice from their F Advieor, y high levels of cash or money
market funds, p and hold pr nvbadnuunlmuawmmum“ashmm
uBS Pain does npat pr mwhﬂmcﬂmmmmmw edvisor
regarding their specific situstions.

Important Note:
UBS Pain tOne is not an advtsofyaecount. m#u-unmmdzclsssoooomh
initiat account, $10,000 for additional refated ne i ped a fes based on the
market vatue of efigible assets, with a mini fee ch Inm of $1,250 for the account relationship.
Additionai fees and expenses may be incurred, mnmmmﬂ SEC fess 1or saies ana other service fees.
Payment of a fee based on the value of the A may p tax different from those resuiting
from the payment of brokerage commissions on a per trade basis. For a more complete discussion on terms and
conditions, please see the Cllent Agreement and Account information Boolkiet. Many of UBS PaineWabber

. InsightOne services and advice are available through commission-based reiationships, sometimes subject to other

chaRgtFor Public .
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Unknown

From: = _R‘?FI?PS‘?EI -

Sent: _T_hursdav Decembe{ 11, 2003 6:09 PM
(T:zf | Redacted

Subject: '*RE: Compliance Tn‘q‘uury NG 38589

Because the excessive trading is an economic issue and not a suitability issue -- it does not have the same "coooling off
period". To re-enroll requires that the account sign new paperwork at the higher fee to bring the revitrade over $12 -- with
BOM and RCO approval. Other resolution may be to add assets - but aiso requires new paperwork and approvals.

Please pass any you find onto us as ICS will be doing the follow-up.

Redacted
~QOriginal Message— :
From: 1. Redacted
Sent: ~ . Thursday. December 11, 2003 3:55 PM
. 1 - -
= . _Redacted _ |
Subject: : ‘cbr?aﬂéricé ina{.'n& NG 38589

This message is: COMPANY CONFIDENTIAL

Redactec 0 ~i----.-
Recently, account REdaCIECI _came up on a /O trading before Inception report with several buy and sell

IO program due to excessive trading. Busme=s Intelligence confirms this an the ‘2s of 30-Sep-03" report.
The branch reinstated the client back into the IO program as of 11/17/03.,, -~ 7~ _ stated that the clients

are ineligible for IYO for 12 months after termination and explained that your area would be dealing with
clients that were terminated due to high velocity.

Thank you,

I
I
I
I
I
I
I
I
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InsightOne Procedures Manual
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Program Highlights

Account minimum : $50,000 of eligible assets in at least one InsightOne account;

accounts with a minimum of $10,000 in eligible assets for the beneficial owner’s spouse,

parent, children of all ages, children’s spouses, grandparentis, grandchildren,

grandchildren’s spouses siblings and sibling’s spouses may also be linked to the lead

account.

A single, flat fee with no breakpoints or split schedules based on asset type. There
is wide latitude for FAs to charge an appropriate fee for superior advice and
service, while also enabling them to compete on price when it makes sense.

Flat fee ranges from .75% to 2.5%, intended for equity and balanced accounts.
For accounts priced above 2%, the eligible commission payments for the prior 12
months or anticipated trading activity must substantially justify the InsightOne
fee. Accounts priced above 2% require Branch Manager approval.

The client fee may be reduced to 0.30% 10 accommodate predominantly fixed
income and/or larger accounts. However, when the client fee is less than 0.75%,
the Financial Advisor will be charged a net $12 transaction fee on any non-fixed
income trades. An InsightOne relationship in which the client fee is at least
$2,500 per quarter is exempt from the $12 transaction charge.

A minimum fee may be charged for each billing period. The annual minimuin fee
for accounts in an InsightOne relationship is $1,250. If the combined asset-based
fees for linked accounts are below $1,250, then the minimum fee will be prorated
for each account based on eligible assets in the account. If the combined asset-
based fees for linked accounts are above $1,250, then the minimum fee does not
apply.

A termination fee may be charged in the first year for each account. The first
year consists of the partial quarter in which the account was opened, plus the next
three quarters. The termination fee will be prorated for the remainder of the year.
Termination fees are waived for all IRA/QP accounts.

A transfer fee ($50 per transaction) may be applied to accounts with excessive
withdrawals of eligible assets, including accounts terminating from the program
where the transfer activity is deemed to circumvent the payment of InsightOne
fees. In addition, in abusive circumstances, a transfer fee equal to 1% of the value
of eligible mutual funds purchased in the last 12 months may also be charged.

" For large trades, the client will be assessed a block charge of $0.02 per share on

all equity shares over 5,000 and $2.00 per contract on option contracts over 50.
All account block charges will be paid to FAs at Grid plus 1% and credited in the
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month in which the trade settles. In addition, upon Branch Manager approval,
block charges may be waived on an individual account basis.

Since there are no commissions, no Resource Management Account® / Business
Services Account® fee, no IRA fee, no postage and handling charge on eligible
transactions and no charge for standard check printing, a 0.10% administrative
retention (charged to FA payout) will apply on the first $500,000 of eligible assets
for the InsightOne relationship.

Eligible assets are equitics, fixed income, cash/MMF, options, participating
mutual funds, participating UITs and participating annuities.

Ineligible assets may be held and traded in the same account but are excluded
from the InsightOne fee and will be subject to standard commission charges.

Online services and online trading (only equities to start) are available as a
service convenience, not as a substitute for the Financial Advisor.

InsightOne is not intended for excessive levels of trading (e.g., “day trading™),
but rather for long-term investment relationships where it is appropriate both for
the client and the Firm from a pricing perspective.
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Account Opening Steps

1. Account Application

The Financial Advisor and client should complete the appropriate Client Agreement.
(Note: because the Agreement contains important information, the FA should encourage
the client to read it and ask questions if necessary.). Remember that requirements will
vary, depending on whether the client is a new or existing UBS client.

There are separate kits for:

Individuals and their IRAs, estates, trusts and custodial accounts - Rochester order # CL-
10-IND-KIT

Organizations, businesses and certain trusts (including ERISA Plans) - Rochester order #
CL-10-BUS-KIT

New UBS Accounts

For a new client (complete all sections of Application)

For new accounts, collect and submit any additional required documents (e.g.,
Trustee Certification, Corporate Resolution, etc.) as for any regular commission-
based account.

Existing UBS Account

Convert an existing RMA/BSA account to InsightOne (Only need to complete
Yellow highlighted areas on Application, Sections 4 and 9 on Individual and
Sections C and E on Business)

Convert an existing cash accoun InsightOne Only need to complete Yellow
highlighted areas on Application, Sections 4, 6 and 9 on Individual and CD and E
on BSA)

Open a new IRA account (complete sections 4 and 9 and 6 only if IRA is
approved for distribution plus complete an IRA Application).

See Exhibit A

Note: International clients should complete the current InsightOne Applications

Fill in the fee on the InsightOne Account Agreement. If the account is a qualified
retirement plan (e.g., profit-sharing, 401[k], etc.), indicate whether the client wants to
have his or her InsightOne fees invoiced on the InsightOne application. Important:
Invoicing is not available for IRAs or non-qualified plans.




To access Business Intelligence from ConsultWorks2, click on:
My Business tab

Assets/Rev, and then

Business Intelligence

The InsightOne reports are located under the Product Specific tab on the left side menuw

To access Business Intelligence from ConsultWorks, click on:
Start,

Products & Investments, and then
Business Intelligence Portal
The InsightOne reports are located under the Product Specific tab on the left side memu.

InsightOne Turnover Screen

To assist vou in monitoring the daily eligible activity of your current InsightOne accounts,
the InsightOne Turnover screen was introduced in 2000. Revenue per trade will be added to
this screen by 1Q 2004.

To access the InsightOne Turnover screen from ConsultWorks click on:
= Start,

* Client Info, and then

* Managed Accounts Billing system

» The InsightOne Turnover Screen is option # 6.

To access the InsightOne Tumover screen from Consult Work2 click on:
= My Business

Fees, and then

Managed Accounts Billing system

The InsightOne Turnover Screen is option # 6.

3
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' Sam Sample

January 2003

123 Hilltop Lane
Town, State 90210

Dear Mr. Sample

UBS and your Financial Advisor remain committed to investing in long-term
relationships. We would like to take this opportumty to thank you For your business.

A review of your InsightOne account (XX 12345) indicates that your account has
been relatively inactive during the last 12 months. The ability to effect transactions in
eligible securities on a fee basis is only one feature of InsightOne, which offers you

the opportunity to access a wide range of brokerage services and products, for one
inclusive asset-based fee.

We sugpest you discuss the effectiveness of your current asset allocation ﬁm your
UBS Financial Advisor. This may be an opportune time to discuss reallocation
strategies in light of your personal investment needs and financial objectives.

We thought it helpful to bring this to your attention so that you may evaluate your
pricing altematives. Please feel free to call your Financial Advisor to discuss your
account or any additional services we offer. Again, thank you for your business.

Sincerely,

74
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InsightOne Program Manager

cc: Branch Office Manager

January 2003

Sam Sample
123 Hilltop Lane -
Town, State 90210

Dear Mr. Sample

UBS and your Financial Advisor remain committed to investing in long-teom
relationships. We would like to take this opportunity to thank you for your business.

A review of your InsightOne account (XX12345) indicates that your account has held
a large portion in money market funds for an extended period of time. InsightOne
offers you the opportunity to access a wide range of brokerage services and products
for one inclusive asset-based fee. This fee applies to all “eligible” assets, which include
cash and money market funds.

We suggest you discuss the effectiveness of your current asset allocation with your
UBS Financial Advisor. This may be an opportune time to discuss reallocation
strategies in light of your personal investment needs and financial objectives. For
example, you may wish to consider investing in certain short-term fixed income
securities with potentially higher remums. As with all investments, you should
consider and understand the potential risks and rewards specific to the security before
making a purchase.

We thought it helpful to bang this to your attention so that you may evaluate your
pricing alternatives. Please feel free to call your Financial Advisor to discuss your
account or any additional services we offer. Again, thank you for your business.
Sincesely,

InsightOne Program Manager
cc: Branch Office Manager
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InsightOne Portfolio Trading System

The InsightOne Portfolio Trading System, a new user-friendly, web-based system, allows the FA
to purchase and sell equity models using one system order instead of multiple entries. The FA

can also use this system to help rebalance the client’s portfolio to the most recent equity models.

The InsightOne Portfolio Trading System is not just a trading system - It’s a portfolio
management system. The FAs have the ability to assign investment categories to your
InsightOne accounts and then purchase equity models based on the investment objectives for
eachaccount. In addition, they can search for InsightOne accounts that contain specific
securities, amounts of cash, or cash percentages in their portfolios.

System Benefits

Makes it easy for the Financial Advisor to purchase equity models - with only one system order

required. The system will automatically generate the 30 individual orders based on the invested
. amount and model selected.

Offers the flexibility to customize the equity models by allowing the user to replace a secunty

with a selected alternate security in that sector.

Enables the user to exclude or include current holdings from being sold when purchasing the

model.

Provides the ability to rebalance an InsightOne client’s portfolio to match the most recent equity
model.

Efficient method to liquidate the portfolio, or a portion of the portfolio, if the client requires
cash.

And since this system is exclusively for InsnghtOne accounts — all purchases, sales and
rebalancing are completed commission-free.

Equity Models/ Portfolio Analytics Group (PAG)

Models are developed by the Portfolio Analytics Group (PAG) and are updated periodically.
The models are developed based upon research provided by the Firm's Global and European
Research teams, both ranked #1 by Institutional Investor (Dec 2001 and Feb 2002, respectively).

Getting Started

The InsightOne Portfolio Trading System is available to all FAs and can be used to purchase
equity models only.for InsightOne client accounts. There are no specific user entitlements for
this system.

The system can be used to place equity model trades for current Insgthnc accounts as well as
accounts that are approved on the InsightOne system today.

76
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Input the Annual Fee Percentage and then click on Next.

Verify the account information is correct and then click on Submit.

Pass the completed paper-based InsightOne Application to your Branch Manager or
Series 8 designee to obtain his/her signature and electronic approval of the account on
this system.

5. Scan the InsightOne Application and keep the original Application in the Branch.

bl adi o

For detailed information on using the InsightOne system refer to the Help function within the
InsightOne system on ConsultWorks or ConsuitNet.

If the client wishes to utilize Online Services and its Online Trading functions, the client must be
enrolled through the Online Services Enrollment system on ConsultWorks.

Q7: How do I approve an account?

Click on the Approve Accounts link.
1. Search for the account #.
2. Select the desired account #.
3. Review the account detail
4. If appropriate, approve the account.

Q8: How do I profile an account?

Click on the Profile a Client or Prospect link.

Search for the account #.

Select the desired account #.

Complete the 7 mandatory questions of the Investor Proﬁle Questionnaire.
Select the Save/View Allocation button.

Rl ol ol o

Q9: How do I view/print a performance report?

Click on the View Performance Reports link .
1. Enter the client information or specific search criteria and then click on Find to view
matching accounts
2. Click on the drop down box and choose the desired report date then click View

3. You can print the report by clicking on the printer icon. Choose the “ Shrink to Fn
option and click OK.
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Account Opening

Q1:

Q2:

Q3:

What is the simple process to open an InsightOne account?

6. Click on the Open an Account link.

7. Select an Account.

8. Input the Annual Fec Percentage and then click on Next.

9. Verify the account information is correct and then click on Submit.

10. Pass the completed paper-based InsightOne Application to your Branch
Manager or Series 8 designee to obtain his/her signature and electronic
approval of the account on this system.

11. Scan the InsightOne Application and keep the original Application in the
Branch.*

*Note:

If your Branch does not have scanning capabilities , the original InsightOne
application should be sent to the RMA New Accounts department at the home office
and a signed copy should remain at the Branch.

For detailed information on using the InsightOne system refer to the Help function
within the InsightOne system on ConsultWorks or ConsultNet.

If the client wishes to utilize UBS Online Services and its Online Trading functions,
the client must be enrolled through the UBS Online Services Earollment system on
ConsultWorks.

How can 1 open a related InsightOne account that is less than $50,000?

To open smaller accounts:

Ensure that an InsightOne account with $50,000+ in eligible assets that is part of the
InsightOne relationship is already appraved on the InsightOne system.

Profile the smaller account on the InsightOne system.

Open a STAR case to I.C.S. using the “InsightOne Linking” task. Be sure to include
the account number and fee of the smaller account and to identify the larger account

that this account needs 1o be linked to. InsightOne Administration will input the fee
and electronically submit the account for online approval by your BOM or designee.
Your BOM or BOM designee must approve the account on the InsightOne system.
The accounts entered must be valid InsightOne accounts for the same beneficial
owner or their spouse, parents, children (all ages), children’s spouses, grandparents,
grandchildren, grandchildren’s spouses, siblings, or sibling’s spouses.

Submit the account agreement for approval by your BOM or designee so that he/she

may approve it at the same time that he/she electronically approves the InsightOne
account.

The account was just opened on CAI/CDB. Can it be approved today for
InsightOne?
No, the InsightOne system can not recognize the account until the next day. Trades

80

Confidential Treatment Requested By Wilmer Cutler Pickering Hale and Dorr LLP

UBS-1/0e 000801467



Qs:

Q7:

done that day will trade on a commission basis. Accounts already set up on CDB may
be approved for InsightOne on the same day the client approves the Agreement.

What marketing materials are available?

Client brochures are available through the Rochester Service Center. The InsightOne
Application may be used for new accounts as well as current accounts and may be
ordered through Rochester. See the "Sales & Marketing" section for more
information.

How long do we have to submit the paperwork?
The signed InsightOne Application/Agreement should be scanned the day that the
Branch Manager approves the account on the InsightOne system.

Are there any other forms I need to fill out for new IRAs?
Yes. In addition to the InsightOne Application, an IRA agreement must be completed.

What is the policy for migrating clients from PACE Multi to InsightOne?
Requests for termination of the PACE Multi Advisor account must be forwarded to
PACE Administration (wire code PWPP, Att: PACE) when converting the account to
InsightOne. Do not use the PACE System to terminate the account unless the client
wants 10 automatically liquidate all eligible mutual funds in the account. PACE Multi
eligible mutual funds that are also eligible for InsightOne do not have to be liquidated.
PACE Administration will notify the branch when the account is terminated. Once the
notification is received, the FA can proceed to open an InsightOne account using the
standard account opening procedures.

‘What is the policy for converting 2 managed account to InsightOne?

Terminate management of the account through normal ICS procedures. Management
fees will be refunded for the unearned portion of the quarter as called for by the
managed account Agreement. The day after ICS removes the managed account code,
you will be able to set the account up for InsightOne and submit it along with the
signed InsightOne agreement for Branch Manager approval.

What do I need to do if my client chooses to transfer from InsightOne to a
commission-based account?

All requests to terminate an InsightOne account must be made using the STAR

system. The “InsightOne Termination” task is available in the STAR system under the
“ICS” service center.

Afier receiving the STAR request, InsightOne Administration will remove the “A”
indicator from the “MNGD” ficld of the name page of the Client Database and asscss a
termination fee, if applicable. InsightOne Administration will respond via a STAR
memo to the branch confirming the successful termination of the InsightOne account.
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Pricing

Q1:

Q2:

What is the overall cost to the client?

The fee may be customized to the client’s specific needs (assct size, asset mix,
services required and expected transaction activity) and can range from 2.5% to .30%.
For accounts priced above 2.0%, the commission revenue on eligible trades for the
prior 12 months, or the anticipated trading activity, must substantially justify the
InsightOne fee. The FA will be prompted to complete the online InsightOne Pricing
Review Form when an account is priced above 2.0% using the InsightOne System
(prompied in the Account Preparation page) and submit for approval by the Branch-
Manager..

The asset-based fee is assessed upon eligible assets held in the account (including
securities held on margin, excluding margin debits and short positions) on the day that
the account is approved on the InsightOne system and quarter end for all subsequent
quarterly billings. Other fees may apply to trading on margin, security transfers out of
the account, termination of an account and trading in ineligible assets.

What is the minimum fee for the InsightOne program?

The annual minimum fee for accounts in a InsightOne relationship is $1,250. If the
combined asset-based fees for linked accounts are below $1,250, then the minimum
fee will be prorated for each account based on eligible assets in the account. If the
combined asset-based fees for linked accounts are above $1,250, then the mininum
fee does not apply.

Why is the client’s account suhject to the minimum fee when he/she has other
accounts that are much larger and are paying above the minimum?

1t is an economic decision. Many of the services and transactions associated with
InsightOne, such as RMA/BSA, IRA and waived confirm charges, are costly.

Can a InsightOne be priced at a fee greater than 2.5% or less than 0.30%?
The fee entered can not be greater than 2.5%. Customized pricing below 0.30% is only
available for accounts or relationships with over $5,000,000 in eligible assets. Please

contact your Associate Divisional Managed Accounts Consultant or program
management staff.

How does the block charge work?

A block trade charge applies to all equity shares over 5,000 ($.02 per share) and
options contracts over 50 ($2 per contract). The annual RMA/BSA fee is waived, but
additional charges will apply for standard cash management functions (insufficiem
funds, wire transfers, etc.)

Will the InsightOne fee be generally more or less than what my clients were
previously paying? :

The InsightOne fee was not designed to cause clients to pay more or less than what
was paid in a traditional commission-based account. Instead, it is intended to remove
commissions from the relationship and allow you to provide a method of payment
which recognizes and rewards your services in helping clients grow their assets.
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Q7:

Q10:

Q11:

Is a client with a large account going to pay the same fee rate as a client with a
small account?

Probably not, but there are a number of factors — including the overall relationship, the
amount of trading.and level of service -- that you and the client should consider when
determining a fee rate that will reflect each client’s circumstances.

Over time, is there going to be a continued downward trend in fees across our
industry?

Probably. Many industry analysts feel that the market trend is towards lower fees, not
higher, as we have seen with commission rates. We believe this trend should not be as
great as the downward pressure on transactional-based business. This is because a fee
is based on the “value added™ services you provide — not simply price alone — and for
this reason, your fee can command premium pricing.

However, the overall downward trend on fees will compel Financial Advisors to focus
on gathering all assets in a relationship in order o maximize revenue. The good news
is that the new expanded family relationship pricing structure of InsightOne lends
itself to this type of situation. Under these “relationship pricing” guidelines, vou are
able to link a wide variety of related accounts under the same fee structure.

_ Why should a client pay between 0.75% to 1.5% on a bond portfolio?
In such an account, typically the fee should be lower, consistent with the level of
appropriate service.

‘What are some consnderanons when estimating an appropnate fee for a bond
portfolio within a InsightOne ™ account?

You should take into consideration the total allocation of assets (what percentage of
the account is stocks and what percentage is bonds) — as well as the amount of
individualized service and the client’s long-term needs — when estimating a fee for a
InsightOne account. Generally, a InsightOne account that consists primarily of bonds
should be priced lower than a similar account consisting entirely of equities.

For example, if a hypothetical allocation-of a client’s assets consisted of 50% stocks
and 50% bonds, you might price the fee for the stock portion of the account at 1.25%
and the bond portion at .75%. Then, you can average the two estimates and end up
with a total fee of 1%. Of course, this is just one way you can consider when
estimating a fee. There may be other important factors that influence the way you price
an account ~ such as the size of the portfolio (most FAs generally feel that the larger
the portfolio, the smaller the fee. they charge), the amount of time you spend with a
client or the work it takes to service the account.

In a InsightOne account, do clients get charged a markup or sales credit when
they make a trade with the Bond Desk?

No, they do not. In a InsightOne account, the bond is purchased for the client at the
base price. However, the Bond Desk at UBS contimues to earn a profit, or take a loss,
as a result of taking securities into inventory. It is important to remember that these are
risk positions and the Bond Desk is subject to the inherent risk of owning these
securities,

8

Confidential Treatment Requested By Wilmer Cutler Pickering Hale and Dorr LLP

o s e e s e i Sem

UBS-I/Oe 000801470




00

Q12:

Q13:

Q14:

Why don’t you offer a lower fee if the client trades online instead of through their
Financial Advisor?
InsightOne is not designed for dedicated online traders who want no personalized

service or support. Rather, online trading is offered as a convenience for clients who
want to enter orders online.

Can the $250 Personal Financial Plan (PFA) fee be waived for this account?
Yes, for InsightOne relationships exceeding $1 million.’

A recruit’s prior firm had different pricing policies. Can these policies be
grandfathered?

Accounts participating in comparable programs at their predecessor firms will be
evaluated on an individual basis. New accounts must be opened under the InsightOne
program structure.

Changing Fees

Q1:

Q2:

How do I change the InsightOne fee for an existing account?

The InsightOne fee can be changed on the InsightOne system by clicking on the
Change a Client Fee link, selecting an account, changing the fee and submitting to
your BOM for approval. You will be prompted to complete an online InsightOne

Pricing Review Form for all accounts priced above 2.0% for approval by the Branch
Manager. :

How do I change the block charge for a new and existing account?
* For new accounts , check the "Yes” Block Charge Exemption box on the Set-
up screen of the InsightOne system.
¢ For existing accounts where the block charge exemption is “No” , click on
Change Block Charge Option link on the InsightOne system home page, search
for account and select “Yes™.
* For existing accounts where the block charge exemption is “Yes” , you can

not change the option to “no” on the InsightOne system. You must send a wire
to PWPP Attn: InsightOne.

FA Compensation
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Unknown

From: N Redacted |

Sent: ' ‘Ma_ﬁ_a_a‘y‘ Boril 26, 2004 5:45 PM. __

To: | ..-.-.---Redacted-~_"_____ .
Subject: FW: New InsightOne inadctivity letter initiative
FY1

—-Original Messapa—— =

From: ~.ZRedacted 2.

Sent: - JVlonday Apiil 262004 3.06J°M

A . _._Redacted_ _ |

Subject: ' 'rieiv'u?sig"mb}é Béc?nin; letter initiative

This initiative puts distracting discussions of transaction costs back in our dialogue with clients, neatly contradicting the
supposed reason we encouraged fee-based accounts in the first place. It will now take even more time to discuss
investment alternatives since we will have to explain all possible combinations of commissions, loads, discounts, discount
sharing arrangements, internal and external product incentives as well as new.compliance policies and full disclosure
requirements for each trade. These alternative calculations will be to our industry what the Akernative Minimum Tax is fo the
accounting industry. Whereas alternative calculations create billable hours for accountants, they waste time for us. Besides
this sad fact, we will be back on the defensive when trying to explain, once again, why 1) our firm recommended converting
to fees in the first place and 2) why we are now unilaterally closeing some of these accounts, without reviwing them for
suitability. If these accounts are ipso facto unsuitable, the fee rebates and closing letiers should probably include an
apology from our Chairman and Board of Directors. Oddly enough, the advance copy of the soon-to-be-mass-mailed
inactivity letter is silent about this.

We financial advisors were advised that insightOne would enable us to make recommendations to our clients based on
investment ment and we would not be regulated by mathmatical formulae designed and enforced by our Legal and IT
Departments, as long as these accounts were not abused by heavy traders who just wanted to job the system. They were
designed for the benefit of intelligent investors, in collaboration with their advisors. There was a firm wide campaign
informing us that InsightOne was the wave of the future and that it was designed to help our clients, save time for everyone,
eliminate compliance issues and, in general, be in everyone's best interest to useespecially since transactioal business
was going to become obsolete industry wide. It would be a simple matter of our survival to adopt it as our business model-or
perish. Those who persisted in doing transactional business, have been discouraged from doing so by increased ticket
charges, new transaction fees, changes to the grid, etc.. These charges even apply in cases where a conversion to fees is
not appropriate. They are applied accross the board, with no exceptions. Now, with the abrupt execution of this new
compliance-generated policy initiative, we are faced with yet another counterproductive make-work project designed to
eliminate managment's possible accountzbility for yet another appearance of impropriety. Whereas this new initiative will
probaby not inspire customer confidence, it will probably plant doubt about our firm's motivation, i.., about whom we are
trying to protect. It sends an official message that, since the risk of the firm's financial advisors plundering our clients’
accounts is always possible, we must be unilaterally regulated, regardless of the situation. The risk to the firm is apparently
just too grezt to take a chance on situational supervision. The accompznying fee rebates camry a rather sanctimonious
undertone that UBS will bear any burden, pay any price, etc. to protect clients from possibly unscrupulous advisors, even
though the rebates are not legally necessary. Financial advisors have also been informed that the punitive nature of the
current ticket charges on transactional business may have to be reviewed for a possible appearence of impropriety in this
area too. I'm assuming this will be explained in another pending policy memo.

Situational account supervision and the know-your-customer rule have apparently been replaced by management-by-the-
numbers and computer-based decision meking. Under this modern high tech system, investment firms, unlike their financial
advisors, are apparently neither responsible nor accountable for anything. f's a remarkably efficient system to implement,
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but it paints a rather unattractive picture for clients, especially ours, since we think of ourselves as a large, but intimate, "two
person firm".

Ironically, unneccessary trades during the arbitrarily short, twelve month monitoring period, might have neatly avoided the
inactivity "problem”. These trades probably would have satisfied our Computer Monitoring System since it is numbers
driven. Trades of this nature might also have satisfied our Legal Department's criteria as well, since clients would not have
been been specifically charged for them, and therefore could not accuse us of churning. | hope our policies don't
inadvertantly encourage this sort of obvious legal fiction.

Unfortunately, last year's rewarding market climate may not continue through our InsigtOne computer's next twelve month
monitoring period. it's therefore possible that we may be precluded from making some important recommendations to these
former InsightOne clients this year since they will not be appropriate because of transaction costs. Adjustments, especially
smaller ones, are frquently too costly to be practical in non fee-based accounts. I'm not sure how | can can discuss this
dilemma with my clients intelligently, since our policies, while straight forward, send mixed messages. | assume there will be
a new policy directive addressing these very real issues. | hope that this time management accepts some input from clients
and financial advisors before taking more remedial action. Clients might show some sympathy for us if we showed some
occasional apparent interest in them once in awhile too. To outsiders (read clients), we are perceived to be in a CYA mode.
The more we CYA, the more we look like Richard Nixon during Watergate. |, for one, have no reason to apologize for
anything and would be out of my mind to sign the pending inactivity letters, ostensibly for "undertraded® accounts with very
short histories. Cancelling these accounts and rebating fees is like settling a suit to avoid a guilty judgment when is totally
unwarranted by evidence. | also think it will be a horrendous PR mistake for for branch managers to send these letters to
clients before reviewing the accounts individually. | just hope their “talking points” are more intelligent than those distributed
to us for "rehearsal” purposes. if not, it will become immediately apparent to potentially hostile callers that we don't have our
stories straight. I'm sorry for our industry's troubles but | have my own to worry about. This sort of preemtive initiative
doesn't help me or my clients. It may not help the firm as planned either.

| am very aware that we have different priorities. 1 have responded to the firm's exhortations regarding InsightOne and have
invested an enormous amount of time, money and effort following orders, making it a cornerstone of my business. This
latest initiative is especially disappointing. It is also a very peculiar way to encourage trusting future relationships among
UBS personnel and valued long time clients.
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Unknown

From: .-... Redacted - _ _ |

Sent: ~.=:=.-Mondav. Seatember 13, 2004 5:04 PM
To: l ,‘:Rgg@cied;:-_ oo -
Cc: T ':Redacted-‘_' L :
Subject: " "REweargonacall.bat "

To: “Redacted"/ |
"t ...

Subject: RE: we are on a call. but

with guidance coming from the NASD, senior management and Legal.

.. 90BPs is

There has to be recognition that this account is coming through an "exception"

committee - our guidelines are strict and I do not believe that the
committee has granted any exceptions in a circumstance like this one
without a corresponding fee reduction. The number of clients

_qug$sting an exception that have been successful is somewhere around 25 percent.

>
>
>
>
>
>
>
> I understand your position, but today is not 1999 and we are living
>
>
>
>
>
>

T

5277 and I want to work with you and your client on this - but as the

> account was over 200% - it is a place that a regulator can clearly

> tell us the account was overcharged (I am not suggesting that you

> deliberately overcharged your client - I am merely putting the

> regulatory spin on the

> situation) - for us to allow it in the program going forward we need
> to be cognizant of that - hence the fee reduction. Imagine our

> position when the folks upstairs ask us what we did to ensure this

> client got fair pricing and our only response is we priced the account
> at exactly the same % fee as when it was 200%. Not a place we can be.
D i e

> -7

>i \‘\‘\ /,/'/ !

> T~ . !

> |

2 Redacted !

> - T~ !

>‘| PN RN !

S S

>fc.: _______________________________ \_.\J

> e Original Message---:--_

> From: P

> Sent: xgogdgyL”Sgg;gmh§;_13 2004 1:10 PM

> To: =-=1T0 T

> SubjeéE '''' ﬁET'ﬁé'Efé”bh_é call but

>
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_.=-< 71 All i ask for is an explanation and your reason. I am flexible
when reason is given. Please remember direct fee to commission
comparison was never sold by dmacs or marketing material.Account was
changed 4 years after .... Done @ .90 bps then will move into
Strategic advisor @ proper time. I will not comment "argument can be
made that he overcharged the client in the past. W1ll focward that

_=:=::.____._._._._._...__._ P

200% in a direct fee to commission comparison. We feel that allowing
the account another chance at a reduced fee is generous given the
previous disparity. Our initial reaction was to not allow the account
at all, we then moved to allowing it at 30 BPs and finally, if[ .~-_
could demonstrate that trades would be occurring at a sufficient level
_to make this account worthwhile for the client we would allow 90 BPs.

;><; s analy51s does not take into account that from a regulatory

“imJ— the issue we continue to face is that this account paid over

\[VVVVVVVVVVVVVVVVVVVV
Q
0
i

> This account is seeking access to InsightOne through a very limited

> exception process - if 27230 really wants what is best for his client
> - then he needs to be flexible. We would like to make a final

> decision on this today. Thank you.

We have gone back and forth on this numerous times. We have given
our. gosition. If I can be so bold and suggest_that .vou discuss this
.-~ .1 so we can put this to bed. I understandRedactedpoints below
but I am not certain enough consideration is being given to the fact
that this account was recently classifies as category I. Please give
me your thoughts. Then we can close this issue for everyone. Thx

From: ._A:.:T:‘.:—_._.ﬂ

Sent:_Friday, _September 10, 2ng 7:51 PM
To: | _ _. .o Femo=e=iIill
Subject: RE: we are on a call but

VVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVYV

.90 bp's is news to me. What do you base that number on.
> Why are you pricing my business @ a discount. Do I raise it in six

> months back to 1.25% which is a below ave rate for the street. I do
> not think we should overcharge... but It is not fair to undercharge.

2
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> Currently the way this thing is set up client has paid us fee all year
> for advice ,now taken off fee, will pay us full commission, to sell
> 1500 brocade, 1500 calpine, 3400 cisco,500 EMC, 2950 GE,2450 intel, 300
>

JNJ cov.call on 200 JINJ leave 200 long, sell 1000 juniper,keep MSFT until Nov,sell 900

merck, 300

our dividend ruler stocks Bl,B2 research (fee pays our research also)
50% to 75% (depening on market) of the rebalance will be in our

Also writing calls on portion of the GE,Intel,and Cisco. Once full

I get paid almost twice the amount. I suppose regulators like this
because it will keep them busy with lawsuits flying off the wall
.5tand up to the regulators, We should have insisted not to touch
insightone until OUR clients have the proper account to transfer into.

clients instructions(LOA)} if they want a fee account not a commission
driven account. It is wrong to charge clients commission / fee and it
is wrong to price your UBS advisors business at a discount. 1.25% is
fair and reasonable. 1% is a deal. .90 is being taken advantage of.
Insightone was sold to me and my clients as a "advice, one fee
account" as per marketing materials . Now you are forcing the client
and advisor into a commission driven account; putting both parties

VVVVVVVVVVVVVVVVVVVYVYV

relationship.

> Frankly, my clients nor myself are interested in commission driven

> conflict of interest accounts. Client wants to do the trades on Monday
> and would like his original_ fee acqqynt live.

right thing for the client...Furthermore it is our duty to follow our

oracle, 200 pfe, cov call on ups and pfe.. With proceeds, zebalance with

covered call (buy /write) program of our dividend rulers listed on UBS option research.

commission is paid (sell/buy), client will then be placed into strategic
advisor @1.25% as per clients letter in two months. If I zip my lips and
proceed they way you have set this up via arm twist attorney regulators

It is the

on the wrong side of the page, and introducing conflict of interest into the

> To: | ~~-- .-
> ce: . . _.Redacted
> Subject: ~ “we are on a call... but
>
> I recall that we left this as we would reconsider going to 90BPs -
> instead of 30 -~ but you needed to show up the specific trades
> intended, not just an aggregate dollar amount for the trades.
> DT T T T T T s s TS S T s om oo
> ( e -~ o
> ; el -
> X ~ . N .- -
> | DR T
l . .
2 : Redacted
> i T Tt
> | T Tomel
> i - -
> -
U 0D o
3
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Urkncwn

=
From: ..o Recacted
Sent: F{n(_‘lg\{ _Aoril 16_ ¢OO4 4: OQ PM
TO: i_—::::f:::::?:%:.‘;?;r ;;;;
Sukject: InsightOne

TrZTo T T

' _Redacted g

Let me prefcce thece remerks by seying that I think you are more likely than not trying to do the right
thing for pecple. I glso suspect you are ¢ ¢ood guy, &énd thet you find yourself in a situstion (the
InsightOne mecs) in which you would rather not be. And mecybe it is premature to get all worked up
zbeut this stuff, Heving szid that, the more I think zbout this, the more I think we will be having a
pretracted ciscussion, end one from which we zre unlikely to walk awey ezgsily.

It's not thet I have an cbjection to the intent behind the SEC eand NASD guidance: I support it. What is
<o upsetting is thet UES has mede a series of strategic business decisions that are, at best, regrettable.
Whatever ewareness UBS head sbout this shift in the regulztory winds has leng been disconnected from
an ellocetion of rescurces tcward solving the pretlem. Insteed of creating systems that can put us, the
Financial Advisors, in charge of and responsitle for prcactively chenging the pricing for our clients, UBS
heas instezd spent its time figuring cut how to pass the buck to scmeone else -- the FAs -- and making

them eat the nearsightedness and incompetence of our Compliance Department,

Fecrle l|ke\‘_:5:::E:_ like to sey, "At cther firms (insert retionelization here)." Smith Barney figured
this cut well ghead of us, end, es you know, didn't stick it to their FAs. It is @ matter of convenience that
we zre not hezring any specific comperisons with other firms, cther than the vague... "This &ffects

everyone.”

While I do not think we have been lied to by UES (the jury is still cut on that, though), we have certainly
been misled. Frcm where 1 sit it does not seem unrezsonatle to expect someone to scon declare that
RMA zcccunts thet den't write checks will be reimburced a portion of the $125 it costs to have the
eccount, and to have that come out of our pockets. The trend teward thet is already in place. What we
are being put through is a retrcactive change of the rules which is driven by corporate fear instead of
ccmmen sense. It weould be the seme es pleying cut & S-inning baseball geme, and then the umpire
declares that the winner will nct be determined by which teem scered more runs but by which team had
mcre hits... and that the game sctuzlly ended in the 7th inning.

Finelly, I hcpe you haven't cverlccked the significent ircny of InsightOne accounts, once tcuted in
maerketing meterizls s the right way to price en "adviscry” reletionship. Now they seem to render the
title "Financiel Advisor" cbsclete. It can't be Icng from now before somecne at UBS -- probzbly a lawyer
-- decides that we can't use thet title eny more. If cur current experience is any indication, our titles will
be stripped, but not replzced until menths lzter, end efter cur attorneys figure out what might be
ccceptable to the SEC.

We zweit the (mystericusly uneveilable) listing cf clients who zre being &ffected by the new UBS
pcsition. At thet peint, I em sure we will be back in touch with you.
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Jusiness Session Question

1. f think you know thet | have & pretty significent interest in the InsightOne program and
thet & lot of my business is done through that. And | do recogrize thet its a new
procuct end thet therels & smell hancful of eccounts that probably shouldnDt have
teen in the fee structure, end 0ve elreedy teken them off.

But for the rest of us, the rezlity is thet thet fee is viewed by clients as a combination of
pricing plus edvice on & non-discretionary tesis. The reelity is that in some business and
some moments in the marketplace, NOT deing trensactions IS in the clientls best
interest 0 and we &ll know that. | meen, wellre not asleep at the switch. Assuming the
accounts ere suiteble to begin with, there ere moments when you should not be trading
O irrespective of what the SEC thinks 0 or ycu should be trading at half the volume you
did the previous year.

We heve to find & way to resolve that problem, | believe, for us to move forwerd and
meke this a powerful preduct. Between cur discretionary fee-based accounts, which
many clierts ere happy with, and the non-discretionary fee-based accounts for all the
rest of these clients that are not giving discretion to anybody, wellve got to find a way
to solve .thet issue, so that | donlt feel compelled to do & trade thatls not important to
evoid heving the client drepped from the fee structure. Can you eddress thet Are we
gonneé solve thisl

eccounts. In the communication on what ecceunts were effected, we dropped the ball.
Czuse each of us get 50-100 emails a day.

Secend, we could put these pecple in Access accounts at 2.8 percent, the manager
could sit with the stocks forever, end never get & letter. Wellre going tc get a letter and
we could be &t 1 percent, and | think we can give better service. We could heve better
flexibility, we could hedge, options, whatever.

I know the reguletors ere living with us end itls herd for us to cell cur own shots, but it
Oust deesnlOt meke sense to me that in & treditional brokerage account you can have
discretion, you could churn it, but in insightCne where churning is impossible, you canllt
have discretion.

I0m gled youlre meking it an edvisory eccount 0 thetls reclly the ultimate enswer 0 and

I hope in the architecture that you meke the cost the seme as InsightOne now, so that
the brokers and the clients will do it in some relatively short menner.
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3. | have & corment ebeut the reguletery environment generelly. The last six months have
been brutal. 10ve deelt mcre with ethicel and compliance issues issues more in the last
six months than | heve in 20 years es & professiorel, end itls been peinful, itls been
time-consuming and itls been cifficult. | understand the environment wellre in, and | do
believe in some respects the firm is deing the right thing. But one thing | think we can
do better is that our complience depertment Dust pzints with a broad brush. They create
rules, they put things in bexes, end then they epply every single incident without
looking &t individual cese on the merits end they come to conclusions.

I think they should have & little more common sense end & little more Judgement and
look & little more cerefully et individuel ceses rether than Just handout punishment
besed on generelities.

in terms of InsightOne, wellve been in a difficult environment and | think disclosure is
the issue here. | think you need to give us some credit for having discussed this with our
clients, end positioned these accounts the right way from the beginning. Explained
what wellre doing, what wellre trying to accomplish, what the inherent conflicts can be
in @ commission-besed account. Now wellre going back to them and telling them welre
going back to the very thing that we told them was wrong to begin with.

IDve celled all my clients elreedy on this insightOne issue, and not one of them had any
oblection to the wey it was being hendled because we tzlked to them about this from
the beginning and | think that is something you guys need to think ebout.

4. I saw the InsightCne report on Friday, and | had three clients who were affected. | called
them, it wes a greet ccnversation to say Ohey, we can save you some money going
forwerd,l so they appreciated that. This morning, my CSAs are re-coding the accounts
to remove them s InsightOne acccunts. That being the cese, will these three clients
avoid this letter because wellve uncoded themll

5. Having werked for en unnamed competiter 0 Smith Barney 0 with a Compliance
department thatls <tifling, even moreso than here, please donlt let that happen here.

| have & problem that | receive the report on & Fridey and the first deadline | have is
while 10m here.

The secend thing is that &ll the clients on my rellect list all seem to be mutual fund
clients who have avoided 4 percent lceds end have gotten 75 basis point fees instead,
&nd | seem to be encourzged to trade mutual funds to avoid this problem.

I have ¢ couple of Questions relative to InsichtOne. Geing forward, if we zssume this
account continues, if there are periods of inactivity, which there will be, why canllt we
dezal with something with a written flow. That we have indeed reviewed these accounts,
we have talked to the client and because there is no activity does not mean welre not
fulfilling our cbligetion.
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The next issue that ties to that is, if youllre working with a family, we donlt do a good
Oob of deeling with families. If youllre working with families, you can have children or
other people within the network who are not active but the femily wants uniformity
and are very heppy with our InsightOne concept. How can that be integrated

The next Duestion | heve is, if wellre alreedy discounting these people do to @ 0.75 or
even lcwer fee, wes thet taken into consideration when you were doing your top-down
stetistical anelysis of the situationl The cnly comment | have about this is, if wellve
performed end our clients are happy with the net result, is that being taken into
eccountl Acress the beerd, wellre locking et InsightOne, legal and compliance, and the
pecple whe are raising these issues ere very Dustified in what theylre saying. But is
somecne teking & leck et whet 101 call the Oreesoneble personl rulel You look at the
forms wellre esked teo send to dlients tedey end they donllt want te sign them. Take a
look &t the trustee certification form or these cther things. | think that what welre
doing by doing this is creating some suspicion on their part which we donDt want to do.
These people have had decede-efter-decede relationships with us.

6. You telked ebout growth in terms of what the firmls doing. And theyllre moving to hire
trainees &s well know have & tough time, Youlre hiring recruits many of us [ including
me 0 were recruited but thatlls an expensive proposition.

I think the chellenge geing forwerd, if you want us to grow cur business. Youllre gonna
heve to look et each one of us individually and say, Chow can | help you grow your
businessI Wheat | meen is, when you get to e certein amount of assets and production,
you have to invest in infrastructure to go forward. Meybe thatls people, maybe thatls
something else.

Whet | see is thet the cnus for growth is on me. You say, llgrew your business,l which |
went to do, but | heve to do it within a process of cean | get some extra resources on a
cese-by-cese besis, can we pertner up so that | can grow, and | think that0s a real
challenge thet wellve alweys had. When times get tough, headcount comes down and
everybody gets sliced. My Ouestion is, is there a way that we can look at individual units
on & procuctivity and a cese-by-cese besis end have it so the firm can add resources and
partnership cf expenses so that we can grow our business.

7. Hi, §j At the beginning of the year, | did a melor review for one of my 401k clients.
An 11-year client. A 375 millicn eccount end itds with Fidelity end we have A shares, at
NAV. And we did & review end we seid, Dwhat if we had retail sharesD,0 and the
difference between the retezil sheres end the A sheres for one year was $200,000
cheaper using the reteil shares.

The dient understocd that theylld heve to spend ebout $100,000 for an administrator

which wes being included in the A-shere edvisor funds( there are 11 funds that we
have in our asset ellocetion.
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8. We elsc had Ficelity come in as & partner. They did & very good Ocb of showing that this
esset ellocetion that we have thet wellve been working on on my team for 11 years was
ebsolutely the best ellocetion they hed, end &ll of the advisor 401k plans that they have.
The return for the funds for the year wes 26 percent. Then, we looked &t the returns for
the reteil shares. The A shares cutperformed the reteil shares by $2.5 million to the
good. | think the reguletors think that ell the fees are useless and worthless and an
cvercharge. My client doesnlt think so.

<. | tock & look at my list of InsightCne eccounts thet were Category 1 accounts on Friday,
end when | went through the list of 23 nemes end did the calculetions myself, | found
that the celculaticn process to determine these eccounts were Cetegory 1 was
errcnecus. | came up with cifferent number end found that 16 accounts were related
eccounts, end they were releted throughcut the scrubbing period, end epparently that
wesn(t teken into censideration.

if therels a way to eppeal these accounts | want to know that, and if therels a way to
do it, I0d like to know how to do it here.

10. Thank you for the leadership over the years. When | go back on commissions, | think the
preblem is Owhat is fairlD and Dhow cdo you price the relationshipDO | think an issue is
househciding. When somebody hes elternative investments. OR their money is in
Access. Some in Insight. It gets cenfusing. So when | sit down with a prospect, | discuss
how 1 cherge end how | price. In the world of commissions, we never had a piece of
peper that said what we charged, and here we ere trying to be fair and ourselves, itld
be nice if we hed a guideline, and letls consider households.”

1. Looking forwerd, should we be putting our crash helmets on for PACED Do you think
there will be issues looking forwerd heving to do with fees associated with that
accountlthe internal expenses essocieted with the mutual funds, and do you think that
thatlls an area in which welre okayl ’

{Fcllow up) Say youlre charging 75 besis points for PACE, the FA fee, and then you also
heve the internal fee for the funds. Are you saying that wellre going to & platform
where the Investment Compeny of America cherges 0.67 percent internal expense and
youlve cwned it two years or longer you get 25 besis points there, plus the 75 basis
points fee to heve the zccount. Are you szying wellre going to platform where that will
e disclesed on the billing statementl

12. Meny of us use non-preprietery datebese menegers for our clients. Where do you see

the firm0s protocol for non-firm cwned PDAs end laptops, and non-firm proprietary
scftwere for detebese management.
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13. Mest of my business is 401k and werking with fiduciary committees, and when the
erticles ceme cut ebcut the melor brekerzge firms selling shelf space for mutual funds,
the committees lccked &t me and were wondering whether my PIMCO, American
Funds, Fidelity Advisor funds were put in place sclely on the merits or because thatls
the menu thet the company put in front of me to use. It wes difficult for me, because |
didrlt reelly knew how to enswer the Ouestion of firmQs selling shelf spece. Are we
geing to see more articles ebout these ceelsl In dezling in a fiduciary environment, that
puts us in & very difficult pesition.

o~ j 12b-1 fees ere an imporiant pert of our compensation. Do you enticipate that

these could go awayl

)

fidentiz et sted i i ing Hale &
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Unkrcwn

Frem: Eursey, Eruce A.

Sent: - . Eridav. Jenuary 31, 20028 2:26 PM
To: Cemoz DT e

Sukject: FW: InsightCne Treding Cuidelines

]

=T I know we sent out information to this effect explaining that it is not an advirory account. Do you think he is right
zbout doing it again?

I

i
From: et 20

Sent: Fricey, Jenuary 31, 2002 2:45 PM
To: Eursey, Bruce A.

Subject: FW: InsightOne Treding Guicelines
FYI

We are getting Icts of this which tells me that the FA's and ECM’s don't truly understand the difference between this
account and en adviscry account. Shiculd we put together & piece that can go out to thcse affected by this expalining the
retiongle. In the ebsence of this, they feel we have done & flip flop (like thet?) on the issue.

appreciate your thoughts.

-

the Low Trading and High Cash guidelines.

I have opened and converted a good part of my business over the last 2 years to InsightOne. The "One Simple
Fee" concept is a great way for a client to pay us for a wide range of services and investment options. Our new
UES PaineWebber InsightOne brochure has a laundry list of "services" and "investment options". The cover of
the brochure lists- "Service"

"Flexibility"

"Advice"

"One Fee"
In light of how we promote this type of account in cur new marketing miatenal, 1 fail to understand how we
developed "new" guidelines for low trading and high cash accounts. Until December 2002, &ll InsightOne
accoounts were presented and sold to our clients without these guidelines. Hew can we implement them now
withcut eny grand fathering. Also, a high service, low trading account is usually charged a fee(with the clients
ccnsent) because it is "high" service and low ccst basis steck and fixed income, where "trading” is unsuitable. As
far as high cash accounts are concerned, a cash pesition over the past 3 years has been the right place to be for
certain clients. If the client is consenting to the fee(1% or less), what is our problem with charging it.

I understand the need to review and change procedures from time to time, but cur new treding guidelines for low
treding and high cash accounts is out of step with UES PaineWebber's "Weelth Management” consultative

appreach to our clients.

I lcok forward to vour response.
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cu»ject I'W: Fectcid from Registered Rep

An interesting event cccurred. The Registered Rep news item that esppeared on the web site

of Thursdey (UES PW Erckers 'Furicus' Over New Policy -- second article below) diseppeared
frem the website scmetime this mcrning. This zfterncon & cifferent news item on the same
tepic eppeered (see first certicle below). The reglacement erticle is much more balenced

showing that the change is actually ¢ood for some krckers. It also points out that UBS PW
is not the cnly cne meking this type cf change.

UES FW Pushing Fee-Eased Business, Transzcticnal FReps Upset
By Rick Weinberg

Online Exclusive, Nov 20 2001

Mirrcring ean industry wide trend, UES PeaineWekber is encoureging its brokerage force to go
fee-tesed by increeasing the peycut on fee-btesed business by an averzge of two to four
percent net, eccorcing to brckers frcm the firm. At the seme time, UBS PeineWebber
menegement is penelizing trensecticn-criented krckers by instituting a $12 fee for every
stock/cpticn ticket brckers write. The plan cgces into effect on Dec. 1.

Ferhaps Mark Suttcen, the firm's privaete client crcup president, put it best in a video
relezsed tc the krckerage staff: "If ycu do fee-besed kusiness, you just got a raise,”
accorcing to & EBethesda, MD, broker who saw the video. “I like it," the rep =says. "I do a
cccd fee-hased business and, yes, I just got a raise.”

The new ccmpensaticon pelicy will hurt trecditicnel, trensaction-oriented brokers who still
con't do & meeningful fee-kbzsed business,

r West Ccest rep. “The averacge brcker

"It's & terrible pclicy," seys & UES P ke
r. T €0,C000. This pclicy will perscnelly cost me

writes ebcut $,000 tickets per yee
$£20,000."

d, individuelly meneged mcney ccncept.
t pays out cn fee-based acccunts. But

Just zbcut every brckerace is pushing the fee-kese
Most recently, Merrill Lynch raised the percentace
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cermpleining, but hey, ycu've got to chenge with the times and cet up to speed. Fee-based

lg the wey to goc. It's tre “uture end the future is now."

----- Criginal Messazge-----

UBS PW Erckers 'Furious' Over New Policy
by Rick Weinberg
Cnline Exclusive, Ncv 29 2001

UBS PeineWekbber krckers zre "ocutraged" over a new pclicy that states they will be charged
§12 for every stock and cpticn ticket crcer they write beginning Dec. 1, rrmeg.ccm has
learned.

"It's a terrible pclicy," says a UBS PaineVWebber West Coast rep. "The zverage brcker
writes sbout I,000 tickets per year. That's $€0,000 (in ticket-writing charges]). This
pelicy will perscnally cost me $20,000."

The charges will be tzken directly cut of the brokers' paycheck. Brckers are so upset over
the policy '
that meny have "packed up and left the firm," acccrding to the rep.

The firm did noct return calls to provide a comment.

Cermplaints zre running rempant at the firm cover the poclicy, which is in place regardless
of the size of the accecunt. "Everycne feels they're getting screwed,” says the rep.

Rezlistically, krckers cannot zlter their business practices to avert being charged for

ticket writing "becazuse then
you're not ceing what's best for your clients," the rep says.
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3¢ UBS

InsightOne

UBS Financial Services Inc.
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Insight: Seeing the Inner Nature of Things.

Our insight is about understanding
the complexities of helping you
manage your wealth. It’s about
simplifying your financial life
through a relationship that can
provide focused creative financial
solutions and personal service.

It’s knowing you, what you want
and when you need it.

InsightOne is a non-discretionary brokerage
account with an alternative pricing structure to
commission-based accounts. if you are reasonably
active in the market and prefer consistency of
costs, you may find that, just like a commission-
based accounts, InsightOne gives you access to the
services and investment solutions you may need to
work toward your financial objectives. ..

* UBS Investment Research provided by
UBS Securities LLC

» Non-discretionary Brokerage Services
¢ Special Family Relationship Pricing
¢ Asset Allocation Services

¢ Education Planning Strategies

* Retirement Planning Strategies
+ Estate Planning Strategies
* Stock Option Planning Strategies

* Resource Management Account® or Business
Services Account BSA®?

¢ Online Account Access, Trading, Research and
Portfolio Tracking

e Equities
e Exchange Traded Funds

e Participating Mutual Funds, Unit Investment
Trusts, Annuities, and Managed Futures Funds

e Mortgage-backed Securities
* Corporate Bonds

e Municipal Bonds

» Other Fixed Income Securities
e Options

* Rights and Warrants

¢ Cash/Money Market Funds

...with the convenience of an asset-based fee.

'InsightOne is a non-discretionary brokerage account designed for investors fccused on long-term investment strategies and who anticipate a moder-
ate level of trading given the size of the porttolio and the types of securities held. InsightOne is suitable for clients who desire to maintain control
over their investrnent decisions and pariicipate actively in portfolio adjustments. InsightOne is zvailabie for all types of accounts except discretionary,

commodities/futures, DVP and managed accounts, subject to suitability.

InsightOne is not an investment advisory account. The minimum account size is $50,000 for the initial account, §10,000 for additional related
accounts. The insightOne Account is charged a fee based on the market value of eligible assets, with a minimum fee charged in the amount of $1,250
for the account relationship. Additional fees and experses may be incurred, such as block charges, SEC fees for sales and other service fees. Payment
of a fee based on the value cf the Account may produce income tax results different from those resulting from the payment of brokerage commissions
on a per trade basis. For a more complete discussion on terms and concitions, please see the Client Agreement and Account Information Booklet.
Many cf InsightOne services and advice are available through commission-bzsed relationships, sometimes sutject to other charges.

2For a more complete discussion on the terms and conditions of the Resource Management Account RMA®/Business Services Account BSA features
and the costs and limitations associated with these services, please see the Client Agreement and Account Information booklet.

UBS Financial Services Inc. does not provide tax or legal advice. Consult with your tax and legal advisors regarding your individual needs.
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Equity Research

Research is at the heart of the Firm’s
efforts to help clients pursue their
individual investment goals. Analysts
and strategists seek to identify oppor-
tunities based on established and
emerging economic, market, industry
and company trends. The coverage of
both domestic and international
stocks continues to grow, with
coverage of over 00 domestic
stocks and 2,000 non-U.S. stocks.
UBS Investment Research provided by
UBS Securities LLC currently has over
450 research analysts and economists

worldwide who cover over 3,000
stocks, representing 83% of the
S&P 500 and 83% of the Nasdaq 100.

This research team has long

been recognized as one of the
leaders on Wall Street. In 2003,
Institutional Investor's survey ranked
UBS Investment Research at UBS
Securities LLC (formerly UBS Warburg)
#1 for the Global Equity Research
Team, #1 for the All-Europe Research
Team, #1 for the All-Asia Research
Team, #5 for the All-American
Research Team and #5 for the All-
Japan Research Team.

Confidential Treatment Requested By Wilmer Cutler Pickering Hale and Dorr LLP

Our Financial Advisors have the

opportunity to leverage the capabili-
ties of a group of investment
professionals whao serve as liaisons
between investment strategy and
research, and who also provide
portfolio analysis and recommenda-
tions. By utilizing these research
capabilities, your Financial Advisor
can provide you with investment
advice based on your needs, goals,
risk profile and time horizon.
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Customized for You

The ﬂeiji]ity you need to make the ¢ Check-writing with no minimum per-check limit
. or usage fees?
most of your assets... and your time.
o Bill payment services?

« Electronic Funds Transfer capabilities via our
Online Services or Resourceline®, our interactive
voice response telephone system

InsightOne RMA*

The Resource Management Account® (RMA) offers
the benefits of cash management tocls and broker-
age by providing an automatic investment of idle
cash in a sweep account earning a competitive rate
of return.' In addition, the RMA offers

flexibility and easy access to your money.

o UBS Rewazrds program with no annual fees for
individual accounts?

Monthly Statements

RMA is available either through InsightOne or a

- Your monthly RMA statement provides a compre-
commission-based account.

hensive view of your financial picture in one simple
document. You can select alternative formats and
custormize the information you see. And, if you
choose, you can access your account information
online.

With RMA you have:
o The use of the Platinum MasterCard® debit card?

. e Access to a convenient and time-saving
C : Concierge Service, provided by MasterCard
International, Inc., 24 hours a day, seven
days a week, which can provide you with:

Business Services Account BSA

Small businesses can take advantage of the cash
management opportunities offered by the Business
Services Account BSA. With features similar to the
RMA, the Business Services Account BSA is designed
to help small-business owners manage their cash
flow more effectively, keep assets invested and
enhance their financial control.

- City-specific information on what’s available
in entertainment and events, and where to
get gourmet foods and premium tickets

— A sample itinerary showing you how to get
the most from your travels

' An investment in the money funds or cther sweep option is neither insured nor guaranteed by the U.S. government, and there can be no assurance
that ary money fund or other sweep option will be able to mairtain a stable net asset va'ue of $1.00 per share. For more complete infcrmation
zbout RMA money market funds or other sweep cptions, inciuding charges and expenses, please obtain a prospectus by contacting your Financial
Advisor. Read it carefully before you invest.

If you are an Eligible Participant (each as defined in the Client Agreement), unless you affirmatively elect one of the alternative offerings, uninvested
cash will automatically sweep to the UBS Bank USA Depcsit Account Sweep option. Once your account or accounts exceed $100,000 in the aggre-
gate ($200,000 for joint accounts), your aggregate funds on deposit with UBS Bank USA will exceed FDIC insurance coverage limits. UBS Financial
Services Inc. will not be responsible for any insured or uninsured portion of the UBS Bank USA depcsit accounts, UBS Bank USA, UBS AG and UBS
Financial Services Inc. may receive substantial financial benefits for activities related to the deposit accounts. UBS Bank USA (Member FDIC) is an
affiliate of UBS Financial Services Inc. See the Client Agreement for more details.

? May not be available to IRA accounts. Feature is not available for a Designated Trustee Account.

' A 150 annual fee applies to all Business Services Accounts BSA, including accounts in an InsightOne or Preferred Client relationship.
The UES Rewards catalog contains a complete description of the program, including terms and conditions.
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UBS Rewards

Leave your checkbook at home and
enjoy the ease of using one card for
all your purchases. Your Platinum
MasterCard® debit card can be used
anywhere MasterCard is accepted.
Use your Flatinum Card for everyday
expenses, recreation and vacations.
The greater the purchases, the
greater the rewards for you. You will
earn one point for each U.S. dollar in
net purchases on your card.

Redeem your Rewards points for
merchandise, travel an any airline
without blackout periods, or gift
certificates for just about anything.
Best of all, your Rewards points never
expire as long as you are enrolled in
the program.
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Always Available

Review your daily account activity
and enter orders online...all before
your first cup of coffee.

Online Services

Delivered cver the Internet in a secured area of
our Web site, the online component of your
relationship enables you to:

Customize Your Home Page

View the information you want, the way you want
it—24 hours a day, seven days a week. See a con-
solidated summary of your accounts, get real-time
quotes, monitor market indices, read the latest
market commentary, create, monitor and launch

a watch list of over 50 securities, and more.

Review Your Account Information’

Review your account information throughout the
trading session, including an account summary,
unrealized and realized gain/loss details, intraday
portfolio updates, open orders and securities
activity.

Track Your Favorite Securities

Create customized portfolios of securities you
wish to monitor, including equities, mutual funds
and options through Portfolio Tracker. This e-mail
feature allows delivery of a personalized portfolio
snapshot up to three times a day.

Access Market Information

Get stock quctes on all the equities and equity/index
options you hold or quotes on mutual funds and
securities that you might be interested in. You'll
also get the latest news, market commentaries,
economic calendars and PO information.

Review Leading Research

Access the latest research from our analysts,
investment strategists and economists—updated
throughout the day. View UBS Investment
Research’s insight on the markets, investment
trends, the economy, international opportunities,
and more. Our online services provide dynamic
access to research reports from the Global
Investment Strategy group and research analysts,
as well as several search tools, including one that
screens our research universe by criteria that is
important to you. You can easily search for equity
and fixed income research by ticker/name, analyst,
time period, sector, state, industry, and more.

With Mutual Funds research, you can obtain fund
profiles and search for funds based on specific criteria.

Pay Bills Online and Transfer Funds Electronically
With minimal effort, you can pay your bills and
transfer money between UBS Financial Services Inc.
accounts and accounts at-other financial institu-
tions. These services allow you to initiate one-time
or recurring transfers or payments and review
scheduled and historical transactions online,

Trade Online
Enter equity and mutual fund orders with the touch
of a button.?

Get Help in Person or Cnline
You will have access to dedicated service represen-
tatives by telephone or e-mail.

' Marke1 guactes are delayed 20 minutes based on pasitions from previcus business day's dose.

? Order executions depend upon market hours and conditions.
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Preferred Client Services

Preferred Client Services is a compli-
mentary program offering a suite

of enhanced services and information
to investors with substantial assets
who are focused on building, manag-
ing and protecting their wealth.
From sophisticated financial expertise
to customized portfolio reporting,
our goal is to enrich and simplify
your working relaticnship with

UBS Financial Services Inc. and your
Financial Advisor.

A

AL chrE

Participation in Preferred Client
Services is extended to clients
with $2 million or more in assets
at UBS Financial Services Inc.
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Focused on You

In today’s world of investment meagazines, self-
help books, Internet questionnaires and financial
televisicn, gathering information has never

been easier. You don’t need more information, you
need services that are tailored to you. That can be
much harder to come by.

From identifying the goals most important to you,
to helping you create personal investment plans,
your Financial Advisor can provide the insights
you need and the solutions you want.

Investing is complicated. We believe your personal
relationship with your Financial Advisor is one of
your best investments.
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Get Started Today!

Getting started with InsightOne is easy. To see if InsightOne is right

for you, please speak to your Financial Advisor or visit our Web site at

www.ubs.com/financialservicesinc.

About UBS

UBS AG is a leading global financizl services firm,
serving a diverse client base that includes
affluent individuals, corporations, institutions
and governments.

By integrating and leveraging the combined
resources, expertise and best practices of its
business units, UBS offers products and services
designed to provide appropriate solutions to its
clients, regardless of where they are located.

Confidential Treatment Requested By Wilmer Cutler Pickering Hale and Dorr LLP

UBS has significant operations in all of the world’s
major financial centers and strong long-term credit
ratings.

From investment banking to asset management
services, our Financial Advisors have at their
command a broad array of financial resources
to help clients accumulate, preserve and transfer
their wealth.
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3¢ UBS

UBS Financial Services Inc.
www . ubs.ccmy/financizlservicesing
040116-0078-CL-I0-BROCHURE

UBS Financial Services Inc. and UBS Securities LLC are both subsidiaries of UBS AG.

UBS-1/Oe 001230696
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[Client Presentation - updated 10/04/02]

UBS PaineWebber
InsightOnesM

Service.

Advice.

One Fee.

Flexibility.

a
%
!
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UBS PaineWebbersM insight is about

understanding the complexities of helping
you manage and protect your wealth, and
about simplifying your financial life through
a relationship that offers focused, creative

financial solutions and attentive,
personalized service.

It's knowing you, what you want and when
you need it.

Before we get into the program, I’d like to talk a little bit about
something that makes UBS PaineWebber special — our insight.

What is UBS PaineWebber 1nsight? It’s UBS PaineWebber’s knowledge
of the markets, UBS Warburg Research, thematic investing, our products
and services, and my insight into you.
Simply put, it’s about understanding the complexities of helping you
manage and protect your wealth, and about simplifying your financial
life through a relationship that offers focused, creative financial solutions
and attentive, personalized service.

It’s knowing you, what you want and when you need it.

@b
|
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» A non-discretionary brokerage account

* You stey fully involved in all investment decisions

» Includes a broad spectrum of products, services and
technology UBS PaineWebber has to offer

»  With the insight of your personal Financial Advisor

m  For one annual, asset-based fee*

*UBS PaineWebber InsightCne it net an advisory account. There is 3 minimum annual fee of $1,250 associated with the
UBS PaineWetber InsightOne relstionship. In scme instances, soditional fees and expenses may be incurred including
charges fer terminating accounts in the frst year. For a mcre complete discussion on the terms and conditions, please
see the Client Agreement and Account Information booklet. This account is designed for investment purposes and is not
intended to be used for day trading or other excessive trading activity. Many of UBS PaineWebber InsightOne services
and advice are available through commission-based relatonships, subject to other charges where applicable. UBS
Painevvebber does not provide tax or legal advice. Consull with your tax and legal advisors regarding your individuat
needs.

What is UBS PaineWebber InsightOne?

First of all, UBS PaineWebber InsightOne is a non-discretionary
brokerage account. This means that you, working together with your
Financial Advisor, make all investment decisions as you and your FA
build your imnvestment portfolio.

. Now let’s get into some of the specifics of the program...

UBS PaineWebber InsightOne blends the best products, services and
technology UBS PaineWebber has to offer, with the insight of your
personal Financial Advisor...for one annual, asset-based fee.
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Products & Services

Personalized Financial Consultation
UBS Warburg Research
Non-discretionary Brokerage Services
Asset Allocation Services

Education Planning Strategies
Retirement Planning Strategies

Estate Planning Strategies

Stock Option Planning Strategies

Resource Management Account® or
Business Services Account BSA®

Online Account Access, Trading, Research

and Portfolio Tracking
Special Family Relationship Pricing

Equities
Exchange Traded Funds

Participating Mutual Funds, Unit
Investment Trusts, Annuities and
Managed Futures Funds”

Mortgage-backed Securities

Corporate Bonds
Municipal Bonds

®» Other Fixed Income Securities

Options
Rights and Warrants

m Cash/Money Market Funds®

* Mutug Funds, Urit investmeat Trusts. Aanuities and Money Market Funds sre 30ic by proapectus, which contains details on rish, expenes and ssles
charges. Chisnrt Showic reac 1he prospactus crefulty belore imvesting and morry.

UBS PaineWebber InsightOne gives you easy access to all of UBS
PaineWebber’s services, advice, and investment solutions you may
need to help you meet your financial objectives, including [read

above list].

oD
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.Focused on You

» Help you identify your goals
» Assess your financial situation

» Help you build an investment portfolio based on
your needs

» Offer ongoing personalized service and
consultation

As I said earlier, UBS PaineWebber insight is about understanding the

' complexities of working with you to manage and protect your wealth,
and simplify your financial life through a relationship that offers

focused, creative financial solutions and attentive, personalized service.

How do we get there?

It starts with a personalized financial consultation with me. This is one
of the most important things we will do together, because in this
process, we can identify the goals most important to you, and assess
your current financial situation.

This, in turn, enables me to help you build a customized portfolio based
on your needs.

And, going forward, I will be available to provide you with the
personalized service and consultation you need.

D
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UBS Warburg Research
w» An Acclaimed Research Team: UBS Warburg has ranked:
» #1 Global Research Team (/nstitutional Investor, Dec. 2001)
« #1 in the Wall Street Journal’s Best on the Street survey (June 2002)
« #1 Research Team in Europe (Institutionel Investor, Feb. 2002)
« #1 Research Team in Asia (Institutional Investor, May 2002)

« #1 Research Anzlysts in Airlines, Banking & Finance, Metals & Mining,
Pharmaceuticzls, Utilities, and Quantitative/Derivative Research (/nstitutional
Investor, Dec. 2001

» World's Best Investment Bank (EuroMoney Magazine, July 2002)
» Over 350+ Analysts Globally

» Broader Research Capabilities

« Research Conferences

» Equity-linked procucts

« B50+ U.S. stocks covered”

« 425+ non-U.S. stocks (up from 40)*

*as of August 2002

UBS FaineWebber clients receive their receive their research through UBS Warburg, both of which
are business units of UBS AG. :

Research is at the heart of the firm’s efforts to generate investment

1deas for our clients.

UBS Warburg's Equity Research Department has long been

recognized as a leader on Wall Street. And, with UBS PaineWebber
InsightOne, you have access to UBS Warburg Research both online

and through your Financial Advisor.

[Read highlights on slide.]

UBS-1/0e 001233400



Confidential Treatment Requested By Wilmer Cutler Pickering Hale and Dorr LLP

»  Choice of taxeble and tax-free money market funds for daily
cash sweep*

Platinum MasterCard™ debit card**

Check writing with no minimum per-check usage fees**
Online bill payment**

Electronic funds transfer capabilities**

UBS PaineWebber Rewards **

24-hour access

* Money market funds are sold by prospecius, whith ncludes more complete Information on risks, cherges, expenses and other
matters of interest  Investors shoulc reac the prospectuses carefully before investing. An investment in @ money markel fund
i= not insured or guarameec by the Feder?' Deposit Insurance Company or eny other government egency. Athcugh 8 money
marke! tund seeks I preserve the velue of your investment et $1.0C per shere, itis possitle to ose money by investngina
money markel fund.

** May not be sveilable tc JRA accounts. Festure is not eveilable for 8 Designated Trusiee Account.

The Resource Management Account (RMA), available with UBS
PaineWebber InsightOne, offers the benefits of banking and
brokerage by providing competitive money market rates, as well as
flexibility and easy access to your money.

With RMA, you have: A choice of taxable and tax-free money
market funds for a daily sweep of your uninvested cash balances, a
Platinum MasterCard debit card, check writing with no minimum
per-check usage fees, a bill payment feature, electronic funds
transfer capabilities, and 24-hour access to our Resourceline for
automated account information.

Small businesses can take advantage of the BSA/Business Services
Account. With sumilar features to the RMA, the BSA/Business
Services Account offers many cash management opportunities.




o

bber Online Services
Always Available

= Access to account information 24 hours a day,
7 days a week

= Personal home page
s Custom Portfolio Tracker
s Quotes via e-mail

» Trade online*

*Order executions depend upon market hours and conditions.

With UBS PaineWebber InsightOne, you have access to your

account information 24 hours a day, 7 days a week through UBS

PaineWebber Online Services.

UBS PaineWebber Online Services allow you to personalize your
home page so that you get the information you want, the way you

want it; monitor your performance with our custom portfolio tracker;

get quotes and personalized alerts via e-mail; and trade online.

Confidential Treatment Requested By Wilmer Cutler Pickering Hale and Dorr LLP
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m Avezilable for different types of accounts and investment
options

¢ Individual, Joint, IRAs, Pensions, Estates, Trusts,
Custodial '

e Business Accounts with specialized cash flow needs
¢ Stock Options
m $50,000 minimum eligible assets in primary account, and
then edditional, smaller accounts may be opened

= Ineligible essets* can be held in the same account, and will
automatically be excluded from the asset-based fee

* Ineligible essets are subject ic customery rensection charges, such as commissions, end inchude perficipe Sng mutusl
funds purchasec outsioe the UBS PeineyVebber insightOne program less twen Z4 months prior Ic the program stan date,
the purchese ol non-pzricipetng products {e.g., Mutual Funds, Annuities, Unit Investment Trusts), as weil as insurance
ana ather packa gec products.

Another feature of UBS PaineWebber InsightOne is the flexibility of
' the account structure itself.

UBS PaineWebber InsightOne is available for many different types of
accounts, including: Individual and Joint Accounts, IRAs, Pensions,
Estates, Trusts, Custodial, Business Accounts with specialized cash
flow needs, and Stock Option Accounts.

The minimum requirement for a primary account is $50,000 in eligible
assets, and then additional, smaller accounts may be opened.

In additi-on, meligible assets can be held in the same account, and will
automatically be excluded from the asset-based fee. Ineligible assets
are subject to customary transaction charges.

Ineligible assets include participating mutual funds purchased outside
the UBS PaineWebber InsightOne program, non-participating mutual
funds, unit trusts, msurance and annuities, commodity futures funds,
and other packaged products.

@»
|
}
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s One asset-based fee*

o No commissions
o No trade confirm/handling charge

o No Resource Management Account/
Business Services Account fee

o No IRA fee

m» Customized pricing based on assets, size, product mix
and service

» Minimum annual fee is $1,250 per InsightOne relationship
= In certain instances, additional fees may be incurred*

" Additionel fees and expenses mey be incuTed including charpes for tefrminating accounts in the first year. For 8 more
complete discussion or. terms 2nd condtions, please See the Client Agreement end the Account Information booklet. Marny
of UBS Painewetber InsightCne's services and advice are aveileble through commession-based relationships, sometimes
subject o other cherges. UBS PeinewWebber does not provide tex of legal advice. Consult with your sttorney or tax advisar
regarding you individual needs.

PaineWebber InsightOne. You can take advantage of all the services

' Simple pricing is one of the most appealing aspects of UBS
and investment solutions I just mentioned -- for one asset-based fee.

For most clients, there are no commissions, no trade confirms or
handling charges, and no RMA/BSA fees or IRA fees.

The minimum annual fee for UBS PaineWebber InsightOne is $1,250
per UBS PaineWebber InsightOne relationship. Please keep in mind
that, in certain instances, additional fees may be incurred. (For

example, a block charge may be assessed on equity trades over 5,000
shares.)

1)
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» UBS PaineWebber is compensated for services
it provides

m Fee is based on value of eligible assets
» No commissions

s Predictable investment expenses

» Focus on what’s most important...building an
investment portfolio designed to help meet your
specific needs

Because you pay just one fee, UBS PaineWebber is compensated for
the services that it provides -- not from commissions on individual
trades. Therefore, your investment expenses are predictable. In a fee-
based relationship, my success is more directly tied to your success.
Our goals are aligned. This allows me to focus on what’s most
important... helping you build an investment portfolio designed to
help you meet your specific needs.

' So what does Simple Pricing mean to you?

C o

Confidential Treatment Requested By Wilmer Cutler Pickering Hale and Dorr LLP - ’ UBS'IIOG 001 233405



nsightOne Benefits
m Full Service, Including Advice
e Personalized Consultation with your Financial Advisor
e UBS Warburg Research, UBS PezineWebber Products and Services
» Convenience, Access and Flexibility '

e Orders entered through your Financial Advisor or online
e Research and account information cnline

e Flexible account structure
s Simple Pricing
e One asset-based fee

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

e Focused on results, not transaction costs

Predictable expenses

In conclusion, there are many benefits to UBS PaineWebber InsightOne.

' Advice and Full Service. You get personalized consultation with your
UBS PaineWebber Financial Advisor, access to all UBS Warburg
Research, and access to all UBS PaineWebber products and services.

Flexibility and Convenience. You have the ability to enter orders through
your Financial Advisor or onhine. You also have online access to UBS
Warburg Research and your account information. And, the structure of the
account itself is flexible.

Simple Pricing. UBS PaineWebber InsightOne is a fee-based brokerage
account focused on results, not on transaction costs. It features customized
pricing based on assets, size, product mix and service. Since there are no
transaction charges or commissions in most instances, you and your
Financial Advisor can focus on building an investment portfolio to help
meet your specific goals.

o
:
1
l
|
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Retirement Planning Strategies

Education Planning Strategies

Estate Planning Strategies

Stock Option Planning Strategies

InsightOne.

Wherever you are in life — whatever your goals happen to be ~ with.
UBS PaineWebber InsightOne, you can feel confident that you have
established a plan of action that works for you.

' Investment Planning is readily available with UBS PaineWebber

You may be cencerned about retirement planning, education funding,
estate planning strategies, or stock option planning. UBS PaineWebber
InsightOne and your Financial Advisor can help you find investment
planning solutions.

o0
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s Balance your overall objectives with your
tolerance for market fluctuations

= Work directly with yoUr Financial Advisor
to create an allocation that is appropriate
for you

Your Financial Advisor can use the technology behind
UBS PaineWebber InsightOne to evaluate your investment
objectives, risk tolerance, time horizon, income needs, and
tax situation in order to help you establish an asset
allocation that balances your overall objectives with your
tolerance for market fluctuations.

UBS PaineWebber InsightOne enables your Financial
Advisor to work directly with you to create a customized
asset allocation that is appropriate for your specific
situation.
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at:-Worth Services -

Preferred Client Servicess™

s An enhanced level of consultation, information and
service

s Sophisticated financial expertise and customized
portfolioc reporting

» Enrich and simplify your relationship with
UBS PaineWebber and your Financial Advisor

The specialized services available through Preferred Client Services

are designed to meet the needs of individuals and families with
substantial investment assets. With Preferred Client Services, you

will benefit from an enhanced level of consultation, information and

service to help bring your total financial picture into focus. From

sophisticated financial expertise to customized portfolio reporting,

our goal 1s to enrich and simplify your working relationship with
UBS PaineWebber and your Financial Advisor. Preferred Client

Services membership is extended to clients with $2 million or more

in assets at UBS PaineWebber.

,,
o
|
|
|
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Convenience & Flexibility

Knowing what you want,
how you want it,

when you want it.

The hallmarks of UBS PaineWebber InsightOne are convenience
' and flexibility. '
In today’s busy world, UBS PaineWebber is committed to giving
you the best service possible. As I mentioned earlier, UBS
PaineWebber InsightOne 1s about knowing what you want, how you
want it, when you want it.

w ' ‘
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Personal Financial Advisor

plus...

» Access to account information 24 hours a day,
7 days a week

» Personal home page

» Custom Portfolio Tracker
» Quotes via e-mail

» Trade online*

*Order executions depend upon market hours and conditions.

With UBS PaineWebber InsightOne, you get the best of both

' worlds: A personal relationship with your Financial Advisor, plus
access to your account information 24 hours a day, 7 days a week
through UBS PaineWebber Online Services. You can personalize
your home page, monitor your performance with our custom
portfolio tracker, get quotes via e-mail and trade online.
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3% UBS PainéWebber
Thank you.

w
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Unknown

From: L LzzniIiIol

Sent: _ Friday, December 05, 2 4003 1:31 PM

To: Comizemi =

Sukject: FW: InsightCne web pages

Did .~ | reV|ew this change with you? N

If we are gomg to change things -~ | think we meay want to get. S involved. Legal may want to change the footnote and
other stuff.

=TTt _’ Bt

| N7 I

L2 7 00
Qent _ ,F{lda_v _Dprﬁmher N5.2003 V2 PM . -
To: L T T T - o= ,
Cc P = R ot R !
Subject RE: InsightOne web pages
SITCOTA O e = s — Pty
L~ 7 -we first need to run these changes by the preduct owner,,_ i m Tl
= : = ‘71
L - Not sure if you.are elready aware_of these text changes, but if you have any comments please make them and then
rc—ply toalisothal _-==<-_ -and _ -~ ._can schedule & implement.

- I .=

v-.._._.-._

Subject: ln<|ghtOne web pages
This message is: COMPANY CONFIDENTIAL
The following is the intorcuctery lenguage on the Online Services web page and the public web page for InsightOne:

InsightOne is not your typicel trokerage account. It is a non-discreticnary brokerage eccount that gives you easy eccess
to all the services, advice, and investment cptions you may need to help you meet your financial objectives.

Pleese change the lenguege to the following: (gll that was deleted weas the word "advice and the comma).

IncightCne is nct your typicel breckerage account. It is & non-discretionary brokerege account that gives you easy eccess
to all the services and investment cptions you may need to help ycu meet your financial cbjectives.

Plezse advise when the udpates can be made.

Thank you
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From:_ _ ST T ]

Sent: _I{Jé{d:a'y_ '_F}bij_z{ry—ﬁ 2004 TiasAM T T
TO. ::f-f .....
QUbJ((f Fw; ]\QPORTA’\‘T January InsightOne Suitatility Client Communications

_ : did you see this?

oA Original Message-----
Frem: =
Sent: \‘Jédﬁé<_cié\7J'FebLuarv 11, 2004 7:36 AM
To; " "Redacted. s

Ce:  _.--- ~ -

ut]ect RE: IMPORTANT - JcnUory mngtOne Suitability Client Communiczations
This messege js: UNCLASSIFIED

1thought i forwerded your emeil to the product area &t the time it wes received for a response, but | epologize ifi
failed to do so.
Your view cf the insight one account as described below is fur‘damentplly incorrect. Ycu should discussthe

insight one account with your regional maragement or_,-:=-<:__ !inthe preduct area to confirm that you

understand what it is (a pricing vehicle) and the mechamcs concermng the process for contacting clients.

co_ T T T T T T T PN
| ~ - !
; N -7 i
: ~ - |
| Redacted !
I ~ N !
) 7 S |
: - ~o
o R

----Origina! Message:----

From: | ~——l 0

Sent: _T_u_e_cgay_,_Feercry 10 2004 4:15 PM
TJo;_ ==l

Cubject FW: IMPCRTANT January InsightOne Suitsbility Client Communications
I never got a response to my email below. A reply would be greatly appreciatedl!

Do I need to forward this to Bruce Bursey??

Thanks
xX"-~TT°- - T T o msT T P
s A

|
1 '~ - 1
i N .
; Redacted !
. |
|
. < ~ }
]
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Not Bank Guaranteed/Not FDIC Insured/May Lose Value

Froms _ _T=~=<7.7
Sent: ngsd_ay,_.‘!anuary 20 2004 9:47 AM
Toy . =r=i..

Sulject: RE: IMPORTANT January InsightOne Suitebility Client Communications

Your email basically states if the ] One account has a high amount of cash, a low # of trades or
a high # of trades during the year that the client will get a letter. Will you clarify for me exactly
what is the right number of trades for an | One account?

My view of the ] One account is the client is paying me for my advice rather than a certain # of
trades per year. If the client makes the decision to go to cash then this is no different than
meaking a decision to buy a stock , mutual fund or bond.

When will | get the email giving me the list of my clients that will receive a low trading
notification letter, a low trading conversion to commission account letter, a high cash
notification letter, a high cash conversion to commission account letter and an excessive trading
conversion letter?

Will the client have any say in whether the ] One account should be converted to something
else? It is the client's account and money.

Thanks
~ITTTo T T T i
> ~ - - ]
|
Redacted ;
- N ;

Frem: Bruce A. Eursey - Director, Investment Consulting Services

€ent: Thursday, January 15, 2004 5:18 PM

To: InsightOne Financial Advisors (E-mail)

Cc: Divicion Staff (E-mail); 1CS Directors (E-mail); DMACs (E-mail)

Sutject: IMPORTANT - January InsichtOne Suitability Client Communications

I. Annugal Suitability Letter

All InsightOne clients will receive the attached letter with their January Statement
mailed in early February. The letter recommends that the clients contact you to
discuss how their InsightCne fees compare to other pricing alternatives.

The NAED recently iscued guidelines concerning client suitability and the
edminictration of non-discreticnary, fee-based accounts. Consistent with these
guidelines, we believe this letter is an impcrtant and eppropriete method to help
them understand the ctructure of this account. It also provides them with an
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cppcrtunity to eveluate InsichtOne’s epprepriateness for their needs on an
ongoing basis.

You should be prepeared to essist your clients in the review of their InsightOne
zccounts, end to answer questions thet mey zrise. To help you, we have some
suggested review topics end FAQs recerding the letter. For example, some of the
topics you should discuss in a review with your clients include:

s Their financial plans for this year and how InsightOne fits into such
plans.

s Their current zsset zllccetion end whether they expect it to change in
the near future.

» The expected trading ectivity for this year and the extent to which
market conditions meay affect activity.

To help answer guestions, 1CS Scles will be hosting Financial Advisor conference
cells. Please click for Important IncightOne Suitebility Client Communications
Cornference Cslls in January.

Please elso click for InsightOne FAQs and Client Communications January
InsightOne_Timetable.

I1. Trecding end Investment Guicelines - Client Letters to ke Meziled

. during the week of January 19, 2C04

In addition to the annual suitability letter, certain clients will receive separate
letters, mailed during the week of Januzry 19, 2004, that relate to InsightOne's
Trading end Investment Guidelines. You should recall that a similar mailing
occurred in October 2003, and this is the next quarterly mailing. For a complete
explarnetion of the guidelines, plezse refer to Prcducts > Services > InsightOne >
Wheat's New > Trading Guidelines Updete. Generally, these letters fall into one of
the following:

» Low trading notification letter -- for those clients who executed 4 or
fewer eligible tredes during the past 12 months, ended 12/31/03.

» low treding conversion to commission account letter -- for those
clients who executed 2 or fewer eligible trades during the past 21
months, ended 12/31/03, the account will be converted to a
commission-based account,

» High cash notification letter -- for those clients who maintained

grezter than 40% in cash/mcney markets during the past 12 months,

ended 12/31/03,

» High cesh conversion to commission account letter -- for those clients
who meintgined nmore than 40% cesh for the past 21 months, ended
12/31/03, the account will be converted to a commission-based
account,

s Excescive trading conversion letter -- for those clients who treaded
excescively (less than £12 per trade), during the past 15 months,
ended 12/31/03, the account will be converted to a commission-
based account.

NCTE: Each effected Financial Adviscr will receive a personalized email
which will include a list of &ll his/her InsightOne accounts that will
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receive a letter, end the type cf letter tc ke sent. We expect this emzeil
will be distributed at the clcse cf business this Friday.

If you wish, you can ncw view ycur IncightOne client account
informzticn. Go to Business Intelligence "IncightOne Trading Guideline
Report” under Product Specific repcrts - IncsightOne Reports chepter,

For More Infecrmation

For more information, please contact your Divisional Manaaed, Accounts

Consultant (DMAC) or the UBS Service Group at . Z:=:2_ JOption #3, Sub-

Menu Option #9. Click here for a list of all DMACS.” =~ T
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