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This report can help employees choose work benefits—such as health, life, and disability insurance; retirement
savings plans; and equity compensation—through the lens of a broader financial plan.

Key points

Work benefits extend beyond a salary. For example, employers may offer insurance, retirement savings plans, and/or
equity awards.

o Work benefits can contribute to long-term financial goals and help protect employees and their families against
certain risks. Rather than simply opting for the lowest-cost benefits, employees may consider which benefits best
align with their family's current situation and long-term goals.

 This educational report aims to provide an overview of some different work benefits and the choices/tradeoffs
involved with each option. After reviewing this report—including the four-point checklist at the end—families should
discuss benefit options together, as well as with a financial advisor and tax consultant. Families should review and
update benefits choices annually or when there is a life change.

This report has been prepared by UBS Financial Services, Inc. Please see important information and disclosures
at the end of the document. The authors of this marketing document transitioned from CIO Research to Global
Investment Management on 1 July 2025. This document constitutes sales and education content, not a research
report, and it is not developed or held to the standards applicable to independent research.
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Introduction

Employers may offer many benefits that extend beyond salary. Not every benefit will come with a clear dollar value, but
every aspect of a total benefits package is an important element when it comes to supporting one's health and financial
well-being, both today and in the future.

This educational report will explore many common types of work benefits, and create a framework to help explain how
benefits can be used to pursue long-term goals and help protect one's family against key risks. It may also help to clarify
and simplify the process of choosing work benefits, as well as provide a framework for fully appreciating the value that
each benefit has to offer.

Figure 1 - Cash isn't the only way employees are compensated for work
Components of a total benefits package

Total benefits package

Compensation Benefits

Fixed

oay Variable pay Health Retirement Financial

: vin
insurance  5avings wellness
plan  program

Cash . Equity ~icapr
Salary Commission Disability Mental Health &
bonus awards ¢ jife health  fitness

insurance services coaching

Source: UBS.

To get the most out of employer benefits, it's important to understand how each benefit works, and the long-term effect
of each choice. To help with this process, this report will walk through work benefit decisions through the context of the
UBS Wealth Way approach—a comprehensive purpose-based approach to managing wealth.

UBS Wealth Way starts with a deep understanding of what's really important to you. Using this context, we can then
help you organize your financial life into three key strategies: Liquidity—to help provide cash flow for short-term
expenses, Longevity—for longer-term needs, and Legacy—for needs that go beyond your own. This Liquidity.
Longevity. Legacy. framework can be a helpful way to understand how each decision might contribute to your long-term
financial goals, and help protect you and your family against certain risks.

UBS Wealth Way is an approach incorporating Liquidity. Longevity. Legacy. strategies that UBS Financial Services Inc. and
our Financial Advisors can use to assist clients in exploring and pursuing their wealth management needs and goals over
different timeframes. This approach is not a promise or guarantee that wealth, or any financial results, can or will be
achieved. All investments involve the risk of loss, including the risk of loss of the entire investment. Timeframes may vary.
Strategies are subject to individual client goals, objectives, and suitability.
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Figure 2 - How do work benefits fit into your financial plan?
The Liquidity. Longevity. Legacy. framework
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Source: UBS. For illustrative purposes only.

Timeframes may vary. Strategies are subject to individual client goals, objectives, and suitability. This approach is not a promise or guarantee that wealth, or any financial
results, can or will be achieved.

1. Choose a health insurance plan

The first item on our checklist is to choose which type of health insurance coverage will be best for the employee and
their family, depending on the costs and on the level of flexibility on access and choice.

Generally speaking, there are three main types of health insurance:
1. Health maintenance organizations (HMOs) offer the most restrictive medical care, usually requiring patients to go
through a “gatekeeper” that will decide whether you need to see a specialist.

2. Preferred provider organizations (PPOs) generally don't require patients to be referred to specialists, and patients
can get health care from out-of-network providers, but they will likely incur higher costs for doing so.

3. Point of service (POS) plans provide some additional flexibility, allowing patients to choose which service (HMO
or PPO) to use each time they see a doctor. There is generally no deductible for visits to an in-network primary care
physician, and they may refer patients to specialists or out-of-network providers, which can help reduce out-of-pocket

1
costs.

Employees will also need to make sure to choose a health care plan that will fit their family's budget. In doing so, it's
important to look past the "sticker price" and consider the likely total cost of annual medical needs.

Health insurance costs have several components:
e The premium is the amount that the family pays for insurance each month or each pay period.

* The deductible is the amount of covered expenses that the family must pay out-of-pocket before the plan begins
to share the costs. Once the family has met their deductible for the year, they will share the burden of covered costs
with the plan.
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» The coinsurance percentage is the portion of covered expenses that a family is responsible for once the deductible is
met. This is different from (and often in addition to) copays, which are fixed amounts that plans may require beneficiaries
to pay for covered medical services.

» The out-of-pocket maximum is the cap on the amount of money that a family must pay for covered health care
services during the coverage period. Once this amount is exceeded, the plan will cover 100% of covered costs for the
remainder of the year.

The IRS segments health insurance plans into two categories: high-deductible health plans (HDHPs) and low-
deductible health plans (LDHPs).2
HDHPs can seem less expensive because they usually come with a smaller sticker price (i.e., lower premiums than LDHPs),

but they may be more expensive to a family overall than LDHPs if they incur significant medical expenses throughout
the year (Figure 3).

Figure 3 - The lowest premium plan might not be the least expensive overall

Total annual cost (including monthly premiums and out-of-pocket [OOP] expenses) paid by the employee for a high-deductible health plan (HDHP) or
a low-deductible health plan (LDHP) and various total annual medical expenses, in $

4,000
3,500
3,000

2,500

2,000 <

If this hypothetical individual’s
1,500 total annual medical needs exceed
1,000 $1,300, the HDHP coverage may
be more costly to them

Your total costs (OOP + premium)

500

0
Q QQQ QQQ QQQ QQQ QQQ QQQ QQQ
’\/ \ ) Q) \ b \Q \ \’\/ \ \b( \

Total annual medical costs

Source: UBS. For illustration purposes only. Assumptions: HDHP: $60 monthly premium, $1,800 deductible, 10% coinsurance, $3,600 OOP max.
LDHP: $100 monthly premium, $750 deductible, 10% coinsurance, $3,000 OOP max.

Figure 3 illustrates how various levels of annual medical expenses can result in different total costs throughout the year,
assuming two hypothetical health plans (an HDHP and an LDHP).

Assuming these example plan terms, a family with medical bills below $1,300 would end up spending less if covered
under the hypothetical HDHP. For those with bills over $1,300, the HDHP would be more costly than the LDHP.

To choose between a high- or low-deductible health plan, it is important to consider the potential costs that are expected

to be incurred for care throughout the coming year:

» For those who are single and healthy, annual medical costs may be fairly minimal, and may not exceed the annual
deductible. In this case, an HDHP may be preferable because there will be a lower monthly premium while still providing
coverage in the event of a big-ticket emergency medical bill.
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* When a family has several recurring medical costs each year, medical bills may exceed the deductible. In this instance,
an LDHP plan may make more sense. Despite a higher premium, the health insurance plan will pick up a greater share
of the costs when the lower deductible is met, reducing out-of-pocket costs.

Knowing the details of how employees share the expenses of health care with the health insurance plan will be important
in selecting a plan that will fit into an overall family budget. While not addressed in this paper, it is also important to
consider the available providers in each plan and potentially different costs for providers that are in a plan’s network and
those that are out of network.

Once a plan is selected, the cost-related details can be particularly helpful when deciding how much to contribute to a
flexible spending account (FSA) or health savings account (HSA), as well as how much cash to set aside for out-of-pocket
health care costs in the family's Liquidity strategy (funds for meeting the next three to five years of cash flow needs).

What's the difference between an FSA and an HSA?
Low-deductible health plans sometimes offer flexible spending accounts (FSAs), which can enable employees to

effectively deduct the cost of some out-of-pocket medical expenses from their taxable income.”

Contributions to an FSA are made on a pretax basis. These dollars are “use it or lose it"” dollars—if they are used by the
end of the year, the distributions for qualified expenses are income tax-free; any unused dollars that are still in the account
at year-end are lost (unless the plan has a grace period or rollover feature).

Health savings accounts (HSAs) are considered triple-tax advantaged investment accounts:
1. Funds are contributed into an HSA on a pretax basis,

2. Any growth from investments is tax-free inside the HSA, and

3. Distributions for qualified medical expenses are free of income taxes.”

Unlike FSAs, contributions to an HSA are not subject to a “use-it-or-lose-it” time horizon. In fact, because of their tax-
free growth potential, it can be effective to make large HSA contributions each year but then leave them invested until
retirement, at which point contributions (and their growth) can be used to pay for qualified medical expenses with tax-

free distributions.’

Next steps

1) Use a flexible spending account (FSA) for annual out-of-pocket medical costs. For those in a low-deductible
health plan and looking for funds to cover current health care costs, FSAs' “use it or lose it” rule makes them an ideal
source of funds, and thus considered a part of the Liquidity strategy.

FSA contributions are subject to annual limits. If expenses are underestimated and the account is underfunded, after-tax
dollars will be needed when the FSA is depleted. By contrast, if the account is overfunded, there is a risk of forfeiting
the excess dollars.

2) Save and invest for long-term growth using a health savings account (HSA). Those in a qualified high-deductible
health plan and with access to an HSA may consider their ability to maximize HSA contributions (up to the annual
contribution limit) and invest the balance, which will provide potential for long-term tax-free growth.

While most HSA plans allow investors to make qualified distributions at any time, keeping the funds invested will allow
more time for the account to benefit from the HSA's tax-free compounding growth potential.

During one's working years, it would be costly to tap into an HSA to fund medical expenses because every dollar taken
out represents the loss of significant tax-free growth potential. It would be rational to prioritize other accounts (with less
tax advantages) to fund health care costs during one’s working years, allowing more time for the HSA funds to benefit
from compounding growth and reserving these savings for funding healthcare expenses in retirement.

When a family does plan to begin using the HSA for near-term health care expenses, an asset allocation adjustment can
be considered. Any funds earmarked for short-term spending should be considered a part of the Liquidity strategy, and
thus invested in cash or high-quality bonds to mitigate the risk of being forced to liquidate during a market drawdown.
See the CIO Global IM report, How to build a Ligquidity strategy, published 16 July 2025, for more details.
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For more information on HSAs and how they can be used to for healthcare expenses in retirement, please see this CIO
research report: HSAs and the power of tax-free growth, published 27 September 2022.

Figure 4 - What's the difference between an HSA and an FSA?

General characteristics of health savings accounts (HSAs) and health flexible spending accounts (FSAs)

Qualified
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required

Tax-free contributions,
Tax Tax-free growth, and
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withdrawals for qualified medical
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Investment Yes (earnings No
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Use-it-or-lose-it. Some plans allow
Carrvover Unused funds never exoire ~ 5°Me unused funds to be carried over
b P to the next year, up to an IRS limit of
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Portability You can take the funds with you  Funds are forfeited if you leave your
when you leave that employer employer
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Source: UBS. This list does not include all of the details related to each type of account. Speak with the account provider for the details specific to the
plan.

2. Protect your human capital

During an employee's working years, they typically have a major asset that might be overlooked on the balance sheet:
“human capital,” which represents the value of future earnings potential. From a family's perspective, human capital is a
stream of income that can be relied on for current and future living expenses.

For most of our early working years, it is likely that human capital is actually the location of most of our net worth, though
it won't ever show up on a traditional balance sheet. This means that our health and our skills are a source of great
opportunity—but also risk—for our family.

As one approaches retirement, they will turn unearned income into financial assets. This reduces a family's exposure to
human capital risk, but increases the relative importance of managing financial capital risk.
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Figure 5 - Early in one's career, human capital will be the bulk of their total wealth
Human capital and financial capital as a percentage of total wealth for a hypothetical investor by age
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Source: UBS. For illustration purposes only.

Any shock to one's income can damage their financial situation, making it more difficult to reach financial goals.

Fortunately, employers may offer benefits that can help protect human capital. For example:
« Disability insurance pays the family a certain percentage of the covered employee's income in the event an accident
or sickness prevents the employee from being able to work.

« Life insurance pays a lump sum payment to one's survivors in the event of a premature passing.

Do | need disability insurance?
When considering whether to purchase disability insurance, one is essentially deciding whether to insure one's family's
biggest asset.

While most of us think “it won't happen to me,” approximately 25% of Americans will experience a disability that prevents
them from working for at least a year before retirement according to the Social Security Administration.”*

Consider what would happen if the employee were no longer able to earn an income owing to an illness or injury: Who
would pay the family's bills? Would the family find another way to fund their living expenses?
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Figure 6 - Disability insurance protects income and helps the family stay on track for retirement

Growth of retirement savings for a hypothetical investor with no disability, with a three-year disability occurring at age 40 with and without coverage.
Assumes an annual growth rate of 5%.

3.0 No disability
—Disability with coverage

—Disability without coverage

N
o

—_
o

Portfolio value (in millions)

o

o
N
Ul

Age
Source: UBS. For illustration purposes only.
Note: Assumes $100,000 annual after-tax income and $80,000 annual spending. In the scenario with disability coverage, we assume that the short-term policy replaces 100%
of pay for the first 12 weeks, and 60% of pay for the next 14 weeks. The long-term disability coverage kicks in during week 27 and covers 50% of pay. Any other funds

needed for spending are withdrawn from retirement savings. In the scenario with no disability coverage, we assume that the individual has enough cash in their emergency
fund to meet one year's worth of spending, but needs to withdraw funds from their retirement savings to fund all spending in Years 2 and 3.

Figure 7 - Disability is more common than one might think
Probability of death and disability before retirement (at age 67) for workers who reached age 20 in 2024.
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Source: Social Security Administration, UBS.

It's important to understand what a disability policy actually provides. For instance, the policy's definition of disability
will detail under what circumstances one would qualify to receive the benefits, and the benefit amount of the policy is
the share of the insured individual's income that the insurance company would replace.

Not all policies are created equal. Some policies will require the insured to wait a certain period from the point when the

disability occurs until the first benefit is paid; this is referred to as the policy's elimination period and is an important
aspect that should be considered.
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In addition to knowing when the benefits start, it is important to know the benefit period, as this defines how long the
insured can claim payments if they are unable to work.

Short-term disability policies are intended for temporary illnesses or injuries—they cover lost income for several weeks, or
for up to two years. Whereas, a long-term disability policy may replace a portion of income for several years, or up to a

certain age, depending on the policy's terms.”

Disability insurance can help a family feel confident that they'll be able to meet current spending needs in the event an
illness or injury prevents the insured individual from working. But the employee's human capital isn't just a source of
funding for today's expenses—it's the source of funding for all future expenses as well. So, disability insurance can also
be a powerful tool for making sure that the family's Longevity strategy will be large enough to provide for the family's
future well-being.

How much life insurance do | need?
The purpose of life insurance is to provide funds to survivors in the event of a premature death.

Fortunately, life insurance is generally cheapest for younger employees whose human capital is at its highest.

And, although the cost to purchase life insurance (per dollar of benefits) rises over time, the need for life insurance may
decline over time because there is less future income that needs to be protected.

These dynamics mean the cost of covering life insurance needs will actually tend to grow until one's late 40s, at which
point a family's declining insurance need will likely offset the rising cost of insurance (Figure 8).

Figure 8 - While the cost of life insurance rises with age, it may be offset by a declining insurance need
Estimated insurance need (lhs) and annual cost of covering life insurance needs (rhs) by age, in USD
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Source: UBS. Life insurance need estimated using net present value of future earnings from "Valuing Human Life: Estimating the Present Value of
Lifetime Earnings," Max, W., Rice, D.P, Sung, H., & Michel, M. (2004).
For illustrative purposes only. Actual costs and needs will vary.

To estimate insurance needs, a basic calculation can be done by taking total future covered expenses for survivors and
subtracting existing assets that can be used to cover those obligations, such as savings, existing life insurance coverage
(if any), and a spouse's income.

When a family member’s income is used to cover living expenses, future financial obligations can be quantified by
multiplying that income by the desired number of years for income replacement. If a portion of household income is not
already being directed toward saving or investing for major future expenses—such as college education for children—
those anticipated costs should also be included in the calculation.
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When an employer offers life insurance coverage at no cost to the employee, there's generally no reason not to accept it.
But, before defaulting to whichever option costs the least amount today, it's important to understand the details when
comparing options.

Key factors to consider include the benefit amount—which is often calculated as a percentage or multiple of the insured
individual’s salary—and the duration of the coverage. These details can help families to avoid plans that offer less protection
than is needed to maintain the family’s financial well-being.

With the details of the employer's basic coverage, families will be able to identify any gaps between that policy's coverage
and their insurance need. If the basic coverage isn't enough, the family may want to consider supplemental coverage,
either through the employer (if available), or through an insurance provider.

Purchasing supplemental coverage through the employer is often convenient and less expensive than other options.
Moreover, acceptance may be guaranteed without having to provide information about your family's current health status,
which can be appealing for those with medical conditions that may preclude them from qualifying for coverage outside
of work.

But don't let convenience be the only factor in determining where to purchase life insurance and at what coverage level.
According to a study by life insurance company Guardian, "Most workers who own life insurance have far less coverage
than even the lowest recommended amounts. On average, 89% own coverage that is less than seven times their annual

w6
salary.

Figure 9 - Those with individual life insurance policies have more coverage, on average, than those only with

employer-sponsored coverage
Percentage of policies purchased through work and outside of work by level of coverage
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Source: Guardian Workplace Benefits Study, UBS. Results are based on a survey conducted among 2,000 employees age 22 or older who work full
time or part time for a company with at least five employees.

Next steps
1) Calculate the family's disability and life insurance need. Add up monthly expenses, including savings and debt
payments, to identify the insurance payments the family would need to replace the covered family member's income.

2) Assess the family's current disability and life insurance coverage. The employee's annual sick days may be
available to be used to protect the family from a temporary loss of income for a run-of-the-mill accident or iliness, but the
family should also investigate what other types of short- and long-term disability insurance are covered or offered (either
through the employer or through programs such as Social Security).
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The family should also determine whether basic life insurance coverage is offered by the employer and assess its cost and
potential benefit limitations. The family should also review any other insurance coverage that they have.

3) Identify any insurance gaps. Compare the family's insurance need to the family's current coverage.

4) Consider options for closing the gap. If a gap between insurance needs and current coverage is identified, the
family can consider supplemental coverage. Some employers may offer greater disability coverage as a voluntary benefit,
in which employees pay out-of-pocket for the premiums for a higher level of coverage at a group rate.

Alternatively, disability insurance may be purchased directly through an insurance provider. Once this coverage is
purchased, make sure that there are enough resources set aside in a Liquidity strategy to finance the family's spending
needs during the disability policy's elimination period.

Life insurance can help families protect against the risk of a premature death in the family. It can also be a tool to help
manage federal or state estate taxes and boost the after-tax wealth that can be transferred across generations.

Families should review their life insurance needs and resources with a financial advisor and tax advisor, working together
to build a strategy to balance the costs and potential tax benefits of different approaches while meeting the family's
objectives.

3. Save for retirement

Many Americans have significant retirement savings in 401(k) accounts:

1. 401(k) plans provide an opportunity for tax-deferred growth that may compound over time.

2. It is easy to set up a payroll deduction to automate savings.

3. Many employers offer to "match” a share of employee contributions, and some make additional plan contributions

as a part of the benefits package.

There are several tax-advantaged savings vehicles that investors may be able to access, with a variety of tax treatments
that are either tax-deferred or tax-exempt:
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Figure 10 - Each tax treatment has certain implications when contributing to, and distributing from, these

accounts
Tax treatments according to account type
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When employers offer a 401(k), it is likely a Traditional 401(k), where employees can contribute on a pretax basis,
investment earnings grow tax-free, and distributions taken in retirement are taxed at ordinary income tax rates.

Some employers also offer the option to contribute to a Roth 401(k) where contributions are made on an after-tax basis,
but investment earnings grow tax-free, and qualified distributions are also free of income tax.

Some employers may also allow for in-plan Roth conversions or non-hardship in-service withdrawals (also known as in-
service distributions); if this is the case—and the family is planning to increase the amount that they contribute to 401(k)
accounts each year—it may be useful to learn more about a "mega backdoor Roth conversion" discussed in the CIO
research report How to implement a "mega backdoor Roth conversion," published on 27 January 2025.

When choosing how much to contribute to Traditional or Roth 401(k) accounts, families should account for annual changes
to federal limits and consider adjusting their elections as needed to reflect the family’s changing goals and needs. For
example, if the family has moved states or has experienced a promotion that has bumped them into a higher marginal
income tax bracket. An adjustment may also be warranted if the family is simply worried that the government may
change taxes in the future. Adding tax diversification by spreading assets between tax-deferred and tax-exempt retirement
accounts can help the family manage risks around their future tax liability. See the CIO research report, Modern retirement
monthly: Traditional or Roth?, published 29 May 2024.

Even without access to a 401(k), employees may be eligible to contribute to a Traditional or Roth IRA. While direct IRA
contributions don't usually enjoy the benefit of employer-matched contributions, they may still offer the same tax-exempt
or tax-deferred earnings growth as their 401(k) counterparts. When an income level is too high to make a direct Roth IRA
contribution, a "backdoor Roth IRA" strategy can be considered, as discussed in this CIO research report: How to use the
"backdoor Roth IRA" strategy, published 22 January 2025.

Page 12 of 18


https://secure.ubs.com/public/api/v2/investment-content/documents/MGYmBvD-Uxhw3RJsNPyrjw?apikey=1AS8wxGGWLjxy6J92ees52Uz5ZrWmy6m
http://secure.ubs.com/public/api/v2/investment-content/documents/9wIm6gkuQBTw0y2G3svc1Q?apikey=1AS8wxGGWLjxy6J92ees52Uz5ZrWmy6m
http://secure.ubs.com/public/api/v2/investment-content/documents/9wIm6gkuQBTw0y2G3svc1Q?apikey=1AS8wxGGWLjxy6J92ees52Uz5ZrWmy6m
https://secure.ubs.com/public/api/v2/investment-content/documents/hNxkhmHxqRZJevk65LPQpQ?apikey=1AS8wxGGWLjxy6J92ees52Uz5ZrWmy6m
https://secure.ubs.com/public/api/v2/investment-content/documents/hNxkhmHxqRZJevk65LPQpQ?apikey=1AS8wxGGWLjxy6J92ees52Uz5ZrWmy6m

;a ; UB S For educational and marketing purposes

Where to save for retirement?

When a family starts saving and investing early—enrolling in retirement savings benefits, striving to maximize contributions,
and investing for growth—they are better positioned to take full advantage of tax-deferred growth potential over the
course of a lifetime.

Figure 11 - Start saving early to take advantage of compounding growth potential

Hypothetical example of savings and growth accumulated over various time horizons, assuming $5,000 is saved and invested each year with an
average annual growth rate of 5%. In thousands.
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Source: UBS. For illustration purposes. Investing involves risks; performance is not guaranteed.

Thanks to the power of compounding, the earlier you start saving—and the more that one saves and invests—the more
investment growth is possible.

HSAs can be a useful tool for funding health care expenses in the Longevity strategy because of their unique tax
advantages, and can be particularly useful when contributions start early. A family may not always be able to add to HSAs
—for example, they may choose to shift to a low-deductible health plan for a period—so it can be valuable to front-load
contributions early in one's career—and leave those assets invested until they are needed during retirement. A longer time
horizon can help families to make the most of the HSAs' tax-free growth potential.

Retirement accounts, such as 401(k)s and IRAs, have much higher contribution limits than HSAs, so even though they are
only “double tax advantaged” they can be an important component of any retirement planning strategy.

Next steps

1. If the employer offers a retirement plan. Those fortunate enough to work for a company that has an employer-
sponsored retirement plan like a 401(k)—and especially if it offers a matching contribution—should prioritize
contributing at least enough to receive the full employer match. For those who are able to save more, increasing annual
contributions may accelerate the 401(k) account's growth potential.

2. Prioritizing savings. Families should read this CIO research report and discuss their retirement savings options with a
financial advisor. See the CIO research report, Where should | put my savings?: The 2025 savings waterfall worksheet,
published 7 November 2024. Setting up direct deposits and automatic investment strategies can help families to
consistently fund spending needs and an investment strategy with each paycheck.

3. Establish good savings habits. Some plans have an auto-increase feature that automatically increases the employee's
contribution amount each year. Investors should review their savings strategy every year, but turning this feature on
can help automatically commit to increased savings each year.
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4. Make the most of equity awards

When an employer grants equity awards—either automatically or voluntarily—it is important to take the time to
understand how the plan or program works in order to get the most out of these benefits. Equity awards are a tool that
may help the family build wealth and save for retirement.

Incentive stock options, nonqualified stock options, restricted stock units, and employee stock purchase plans are some of
the more common forms of equity awards, each with different features and considerations. It may automatically be part
of an employee's compensation, or it may be an optional benefit that can be opted into.

Equity compensation and equity benefits tend to have more risk, illiquidity, and uncertainty in comparison to a salary.
What's more, this part of compensation is taxed differently than a paycheck and each type of equity award is subject
to different tax rates.

Figure 12 - Employees will eventually have to pay taxes on their equity awards, as well as any growth
Types of taxes applied to various forms of equity compensation when there's a transfer of shares

Types of taxes

Equity i
compensation (?rdlnary Sup_plemental Capital gains
income income
type
Employee Stock . .
Purchase Plan
Non-Qualified . .
Stock Options
Qualified Stock .
Options
Restricted Stock . 3 .
Restricted Stock . .
Units
Stock
Appreciation o ) .
Rights
Performance . .
Shares

Source: UBS. Speak with a financial advisor and tax consultant about ways to manage potential tax implications.

Equity awards can be complex, making it difficult to identify the correct action as part of the family's financial plan, and
how to coordinate these assets with other assets and income.

To get the most out of equity awards—which may make up a significant portion of an employee's overall annual
compensation—it is important to become familiar with the specific rules of the plan, tax implications, and the various
choices. It may also be valuable to speak with a financial advisor and tax consultant about ways to manage tax implications
associated with such awards.
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Figure 13 - How much of your compensation is received in equity?
Percentage of survey respondents (x-axis) who receive various percentages of overall annual compensation in equity awards (y-axis)
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Source: UBS Workplace Voice, "Benefits take center stage," July 2021, survey of 1,200 employees across various industries, ages and asset levels in
April 2021

Next steps

1) Understand the details of the equity compensation plan. When deciding whether to participate in a plan, consider
factors such as the enrollment period; whether there is a contribution minimum or maximum; whether the employer
matches contributions, or offers a discount on purchased shares; the award date; which performance metrics must be
met, if any; the vesting schedule; and the tax implications.

If interest in company stock is part of compensation automatically—meaning the employee doesn't have to decide whether
to participate in the program—or if the employees has already decided to participate in the plan, it is still important to
understand these details in order to integrate these resources into the family's overall investment strategy.

2) Determine the role the equity awards will play in the family's financial plan. The family should decide how to
manage equity awards based on their personal needs and objectives.

Here are three ways to extract value from equity awards: to fund a near-term need; build a safety net for emergencies;
or invest for a long-term financial objective, such as retirement.

Taking the time to identify the family's objectives and priorities can help make it easier to work with a financial advisor
to determine how the equity awards should be considered in the family's financial plan. It is also helpful to revisit the
approach whenever there's a life change, such as marriage, having a child, or changing jobs.

3) Monitor the amount of the family's wealth that's held in an employer's company's stock. Families should be
mindful of the amount of wealth that is tied up in company stock and consider whether this is introducing a type of
concentration risk into the family’s financial assets.

Holding a concentrated position in a single stock can come with significant risks, and this risk can be exacerbated when
the concentrated stock position is in the shares of the company that employs a member of the family. A financial advisor
can help to evaluate these risks and can help to identify strategies to help manage these risks—for example, by hedging
or by building diversification around the concentrated position.

For more insights and strategies, listen to this CIO research podcast: How to address your company stock within your
financial plan.
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Conclusion

This is not an exhaustive list of work benefits. Employees may have access to other benefits not mentioned in this
report—such as financial wellness programs or mental health support—that can also be a valuable part of their overall
compensation.

After reviewing this report, families should consider speaking with a financial advisor about benefits options, reviewing
these details as part of a broader investment plan. It's important to remember that certain choices may involve balancing
between what's optimal for the family's current financial situation versus longer-term considerations.

For a summary of the action items addressed in this report, please see the four-point checklist on the next page.
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A four-point checklist for work benefits

Choose health insurance

O Compare plan costs. Review the premiums, deductible, coinsurance, copays, and out-of-pocket
maximum terms for each plan, and use these to evaluate the potential out-of-pocket costs over
the coverage period.

Select a plan that makes sense based on expected healthcare needs and budget.

Set aside funds for out-of-pocket costs. Fund a Liquidity strategy with enough funds to cover
potential out-of-pocket costs.

For those choosing a low-deductible health plan with a Flexible Spending Account (FSA): set
automatic contributions reflecting an estimate of that year’s out-of-pocket healthcare costs.

For those choosing a high-deductible health plan with access to a Health Savings Account
(HSA): contribute as much as the family can afford to save (up to the annual contribution limit)
and invest these funds based on the objectives and time horizon for these funds.

O 0O 00O

Protect human capital

QA Calculate the family’s disability and life insurance need.
QO Assess current disability and life insurance coverage. =
O Determine if there is an insurance gap (the difference between insurance need and current IX
coverage).
Q Consider options for closing the gap. If the family’s current coverage falls short of the insurance
need, options include purchasing supplemental disability and/or life insurance coverage either
through the employer (if available) or through an insurance provider.

0

{

0

Save for retirement

O Determine the family’s saving capacity. Compare expected spending and after-tax income.

O Review the employer retirement savings plan details (annual contribution limits, contribution
match, retirement contribution, etc.).

Q Prioritize savings. Fill out the savings waterfall worksheet and determine which accounts will
provide the most after-tax growth potential—starting with any employer 401(k) match, if
available.

O Set up an automatic saving and investment strategy. Make payroll deduction and direct
deposits—and set up automatic investment strategies—so that savings are put to work quickly.

QO Establish good savings habits. If given the option, turn on the auto-increase feature to opt into
a savings rate that will increase every year.

Make the most of equity awards

O Gather the equity compensation plan details and discuss them with a financial advisor.
Also ask the employer if they offer educational materials and advice.

O Determine the role that equity awards will play in the family’s financial plan, revisiting this
decision annually and whenever there’s a life change.

Q Monitor the amount of wealth held in company’s stock. A financial advisor can help the
family to assess and manage the risks associated with holding a concentrated stock position in a
portfolio.

Timeframes may vary. Strategies are subject to individual client goals, objectives and
l |BS suitability. This approach is not a promise or guarantee that wealth, or any financial results,
can or will be achieved.
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Important Information and Disclosures

About the Authors: The authors of this marketing document transitioned from CIO Research to Global Investment
Management on 1 July 2025. This document constitutes sales and education content, not a research report, and it is not
developed or held to the standards applicable to independent research.

Purpose of this document: This is marketing material intended to help you understand services and investments we
offer. It should be used solely for the purposes of discussion with your UBS Financial Advisor and your independent
consideration. UBS does not intend this to be fiduciary or best interest investment advice or a recommendation that you
take a particular course of action.

Personalized recommendations or advice: If you would like more details about any of the information provided, or
personalized recommendations or advice, please contact your UBS Financial Advisor.

Conflicts of interest: UBS Financial Services Inc. is in the business of establishing and maintaining investment accounts
(including retirement accounts) and we will receive compensation from you in connection with investments that you
make, as well as additional compensation from third parties whose investments we distribute. This presents a conflict of
interest when we recommend that you move your assets to UBS from another financial institution or employer retirement
plan, and also when we make investment recommendations for assets you hold at, or purchase through, UBS. For more
information on how we are compensated by clients and third parties, conflicts of interest and investments available at
UBS please refer to the "Your relationship with UBS’ booklet provided at ubs.com/relationshipwithubs, or ask your UBS
Financial Advisor for a copy.

Important information about brokerage and advisory services: As a firm providing wealth management services to
clients, UBS Financial Services Inc. offers investment advisory services in its capacity as an SEC-registered investment adviser
and brokerage services in its capacity as an SEC-registered broker-dealer. Investment advisory services and brokerage
services are separate and distinct, differ in material ways and are governed by different laws and separate arrangements. It
is important that you understand the ways in which we conduct business and that you carefully read the agreements and
disclosures that we provide about the products or services we offer. For more information, please review client relationship
summary provided at ubs.com/relationshipsummary.

Important additional information applicable to retirement plan assets (including assets eligible for potential
rollover, distribution or conversion): This information is provided for educational and discussion purposes and are not
intended to be fiduciary or best interest investment advice or a recommendation that you take a particular course of action
(including to roll out, distribute or transfer retirement plan assets to UBS). UBS does not intend (or agree) to act in a fiduciary
capacity under ERISA or the Code when providing this educational information. Moreover, a UBS recommendation as to
the advisability of rolling assets out of a retirement plan is only valid when made in a written UBS Rollover Recommendation
Letter to you provided by your UBS Financial Advisor after a review of detailed information that you provide about your
plan and that includes the reasons the rollover is in your best interest. UBS and your UBS Financial Advisor do not provide
rollover recommendations verbally.

With respect to plan assets eligible to be rolled over or distributed, you should review the IRA Rollover Guide UBS provides
at ubs.com/irainformation which outlines the many factors you should consider (including the management of fees and
costs of your retirement plan investments) before making a decision to roll out of a retirement plan. Your UBS Financial
Advisor will provide a copy upon request.

No tax or legal advice: UBS Financial Services Inc., its affiliates, and its employees do not provide tax or legal advice. You
should consult with your personal tax and/or legal advisors regarding your particular situation.

Financial planning services: In providing financial planning services, we may act as a broker-dealer or investment adviser.
When we act as investment adviser we charge a separate fee for the service and enter into a written agreement with you.
The nature and scope of the services are detailed in the documents and reports provided to you as part of the service.

© UBS 2025. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
UBS Financial Services Inc. is a subsidiary of UBS Group AG. Member FINRA. Member SIPC.
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