[2000 annual report]

SPECIAL FIDUCIARY SERVICES

U.S. Trust is a national leader in special fiduciary services—providing complex investment management, fiduciary and consulting services for employee benefit plans that invest in major blocks of employer stock.  We provide these services to plans of all sizes—from Fortune 100 companies to small and mid-sized businesses.  We currently serve as discretionary trustee for over XX clients with almost $XX.X billion in assets under management.

As fiduciary for employee benefit plans that acquire, sell or hold employer stock, we make investment management decisions, while acting as an independent trustee to protect the interests of plan beneficiaries in situations where there are inherent conflicts-of-interest, such as mergers, management buy-outs, hostile takeovers, proxy contests or tender offers.

Employee stock ownership plans (ESOPs) have been a primary focus of our special fiduciary business over the past two decades.  In recent years, however, we have seen significant growth in other benefit plan categories.  In fact, despite their continuing popularity, ESOPs now account for only 25% of our fee revenues in special fiduciary services.  Over 50% of our business today is associated with other types of plans, such as defined benefit plans.

Another area of growth in special fiduciary services has been serving as trustee for non-qualified or supplemental employee benefit plans, also known as “rabbi trusts.”  This represents an additional 25% of our special fiduciary business.  The most common type of rabbi trust is deferred compensation plans, where a change in company ownership necessitates bringing in an independent trustee to protect the interests of the beneficiaries.

 In the past year, we served as advisor to the retirement plans of several insurance companies undergoing demutualization, and we received significant new business from mutual fund consolidations.

Our Special Fiduciary Services Division is currently working on several joint ventures with Charles Schwab’s Retirement Plan Services Division.  U.S. Trust’s ability to provide discretionary management to employee benefit plans that hold employer stock complements Schwab’s retirement plan services and provides an additional capability.
