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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

SECURITIES AND EXCHANGE COMMISSION,
Plajntiff, ‘
— against —
BEAR, STEARNS & CO. INC,,

Defendant.

SECURITIES AND EXCHANGE COMMISSION, :

Plaintiff, :

— against —

JACK BENJAMIN GRUBMAN,
Defendant.
____________________________________ X

SECURITIES AND EXCHANGE COMMISSION,
Plaintiff,
— against —
J.P. MORGAN SECURITIES INC.,

Defendant.

Civil Action No.

03 Civ. 2937 (WHP) \/

PLAINTIFF SEC’S NOTICE

OF FILING OF REPORT
FROM THE FINRA INVESTOR
EDUCATION FOUNDATION
(FOURTH QUARTER AND
YEAR ENDED 2008)

Civil Action No.

03 Civ. 2938 (WHP)

Civil Action No.

03 Civ. 2939 (WHP)




SECURITIES AND EXCHANGE COMMISSION,

: Civil Action No.
Plaintiff, :
: 03 Civ. 2940 (WHP)
— against - :
LEHMAN BROTHERS, INC., :
Defendant :
____________________________________ X

SECURITIES AND EXCHANGE COMMISSION, :
: Civil Action No.

Plaintiff,

03 Civ. 2941 (WHP)

— against —

MERRILL LYNCH, PIERCE, FENNER &
SMITH INCORPORATED,

Defendant,

SECURITIES AND EXCHANGE COMMISSION, :
: Civil Action No.

Plaintiff,

03 Civ. 2942 (WHP)

— against —

U.S. BANCORP PIPER JAFFRAY, INC.,

Defendant.




SECURITIES AND EXCHANGE COMMISSION, :
: Civil Action No.

Plaintiff,

03 Civ. 2943 (WHP)

— against —

UBS WARBURG LLC,

Defendant.

SECURITIES AND EXCHANGE COMMISSION, :
: Civil Action No.
Plaintiff,
03 Civ. 2944 (WHP)
— against —

GOLDMAN, SACHS & CO.,

Defendant.

SECURITIES AND EXCHANGE COMMISSION, :
: Civil Action No.

Plaintiff,

03 Civ. 2945 (WHP)

— against —

CITIGROUP GLOBAL MARKETS, INC., F/K/A
SALOMON SMITH BARNEY INC.,

Defendant.




SECURITIES AND EXCHANGE COMMISSION,

: Civil Action No.

Plaintiff, :

: 03 Civ. 2946 (WHP)
— against — :
CREDIT SUISSE FIRST BOSTON LLC, :
F/K/A CREDIT SUISSE FIRST BOSTON :
CORPORATION, :
Defendant. :
____________________________________ X

SECURITIES AND EXCHANGE COMMISSION,

: Civil Action No.
Plaintiff, :
s 03 Civ. 2947 (WHP)
— against — :
HENRY McKELVEY BLODGET, :
Defendant. :
____________________________________ x

SECURITIES AND EXCHANGE COMMISSION, :
: Civil Action No.
Plaintiff,
03 Civ. 2948 (WHP)
— against —

MORGAN STANLEY & CO. INCORPORATED,

Defendant.




SECURITIES AND EXCHANGE COMMISSION, :

Civil Action No.
Plaintiff,

' 04 Civ. 6909 (WHP)

— against —

DEUTSCHE BANK SECURITIES INC.,

Defendant.

SECURITIES AND EXCHANGE COMMISSION, :

Civil Action No.
Plaintiff,

04 Civ. 6910 (WHP)
~ against —

THOMAS WEISEL PARTNERS LLC,

Defendant.

Paragraph 8 of the Order Regarding Investor Education entered September 2, 2005
required that, among other things, the FINRA Foundation provide the SEC with quarterly reports,
that such reports contain certain infofmation, and that the SEC file such reports with the Court.
Attached is the FINRA Foundation’s report for the quarter and year ended December 3 1,2008.

The SEC has reixiewed rth'e_"rept)rt and it conforms with the Court’s Order of September 2, 2005.

Date: June \Q, 2009 Respectfully submijtted,

Luis R. Mejia (LM A387)

Securities and Exchange Commission
100 F Street, NE

Washington, D.C. 20549-4030
Telephone: (202) 551-4481

Fax: (202) 772-9245

Meiial (@sec.gov

Attorney for Plaintiff

-5




CERTIFICATE OF SERVICE
T hereby certify that, on June /0, 2009 I caused the foregoing Notice of Plaintiff Securities
and Exchange Commission to be served on the following by e-mail transmission pursuant to

agreement among the parties:

Dennis J. Block, Esquire
Cadwalader, Wickersham & Taft
One World Financial Center
New York, New York 10281
dennis.block@cwt.com

Attorneys for Bear, Stearns & Co. Inc.

Samuel J. Winer, Esquire

Marc Dorfman, Esquire

Foley & Lardner

3000 K Street, NW, Suite 500
Washington, D.C. 20007-5143
swiner@folev.com
mdorfman(@foley.com

Attorneys for Henry McKelvey Blodget

Robert B. McCaw, Esquire

Wilmer, Cutler & Pickering

399 Park Avenue

New York, New York 10022
robert.mccaw(@wilmerhale.com

Attorneys for Citigroup Global Markets Inc.

Carey R. Dunne, Esquire
Davis Poik & Wardwell

450 Lexington Avenue

New York, New York 10017
carev.dunne@dpw.com

Attorneys for Credit Suisse First Boston LLC _

Stephanie Wheeler, Esquire
Sullivan & Cromwell

125 Broad Street

New York, New York 10004-2498
wheelers@sullerom.com

Attorneys for Goldman, Sachs & Co.

Mark G. Cunha, Esquire

Simpson Thacher & Bartlett

425 Lexington Ave.

New York, New York 10017-3954
mcunha@stblaw.com

Attorneys for J.P. Morgan Securities Inc.

Sarah Loomis Cave

Hughes Hubbard & Reed LLP

One Battery Park Plaza

New York, New York 10004
cave@hugheshubbard.com

Attomneys for James W. Giddens, as Trustee
for the Liquidation of Lehman Brothers Inec.

Dixie L. Johnson, Esquire

Fried Frank Harris Shriver & Jacobson
1001 Pennsylvania Avenue, N.W ., Suite 800

. Washington, D.C. 20004

dixie johnson@fthsj.com
Attorneys for Merrill Lynch, Pierce, Fenner &

Smith Incorporated

Alexander Dimitrief, Esquire
Kirkland & Ellis

200 East Randolph Drive

Chicago, lllinois 60601-6636
alex.dimitrief@kirkland.com
Attorneys for Morgan Stanley & Co.
Incorporated

Mitchell A. Lowenthal, Esquire
Cara A. Chambers, Esquire

Cleary, Gottlieb, Steen & Hamilton
One Liberty Plaza

New York, New York 10006

mlowenthali@cgsh.com
Attorneys for UBS Warburg LLC
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Arthur S. Greenspan, Esquire
Richards Kibbe & Orbe

One World Financial Center

New York, New York 10281-1003
agreenspani@rkollp.com

Attorneys for Jack Benjamin Grubman

Carmen J. Lawrence, Esquire

David B. Hennes, Esquire

Fried, Frank, Harris, Shriver & Jacobson LLP
One New York Plaza

New York, New York 10004

carmen_lawrence(@ffhsj.com

heeneda@fthsj.com
Attorneys_ for Deutsche Bank Securities Inc.

John Gannon

FINRA Investor Education Foundation
1735 K StNW

Washington, D.C. 20006

John.Gannon@nasd.com

Date: June [©, 2009

Dean M. Jeske, Esquire
Foley & Lardner

321 North Clark Street

Suite 2800

Chicago, Illinois 60610-4764

djeske@foley.com
Attorneys for U.S. Bancorp Piper Jaffray, Inc.

Robert A. Sacks, Esquire
Sullivan & Cromwell
1888 Century Park East
Los Angeles, CA 90067

sacksr@sullcrom.com

Attorneys for Thomas Weisel Partners LLC

//%,«

Luis R. Mejia
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Report to the SEC of the Global Settlement Funds

For the Quarter and Year Ended December 31, 2008

FINAL

The FINRA Investor Education Foundation, formerly known as the NASD Investor
Education Foundation, supports innovative research and educational projects that give
investors the tools and information they need to better understand the markets and the

basic principles of saving and investing.




FINRA Investor Education Foundation
Report to the SEC of the Global Settlement Funds
For the Quarter and Year Ended December 31, 2008

Executive Summary

During the fourth quarter of 2008, the FINRA Investor Education Foundation Board of Directors
(Board) approved 15 new grants in the amount of $2.5 million, of which $1.7 million is payable
from the Global Settlement Funds. The Board also approved an additional $4.4 million in
funding to continue the Military Financial Education project, of which $3.1 million is payable from
the Global Settlement Funds. In addition, the Board approved an additional $4.3 million in
funding necessary to execute the Investor Protection Campaign, of which $3.0 million is payable

from the Global Settlement Funds.

Since the receipt of the Global Settlement
Funds (Funds) by the FINRA Investor
Education Foundation (Foundation), the
Foundation’s Board has approved and
committed $19.9 miilion of the $55.0 million,
excluding interest, in total Globa! Settlement
Funds. Of this amount, $7.8 million has been
dispersed from the Funds to pay grantees and
project partners and $0.9 million to pay general
and administrative expenses. A balance of
$11.2 million remains currently approved and
committed by the Board. The Foundation
incurred $0.1 million in fourth quarter general
and administrative expenses payable from the
Funds. Additional generai and administrative
expenses will be incurred on an ongoing basis
each guarter.
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Global Settlement Funds

Cumulative Expenses and Commitments from Global Settlement Funds

Total Expenses

December 31, 2008 Expenses Incurred Remaining Approved and Commitments
(Doltars in thousands)
Grant Programs $ 4,059 $ 4,813 $ 8,872
Targeted Projects’ 3,763 6,348 10,111
General & Administrative 860 - 860
Total 3 8,682 3 11,161 $ © 19,843

! Targeted Projects include the following: the Military Financial Education Project, the Pilot Investor Protection Campaign and the

Teen Financial Literacy Project.




FINRA Investor Education Foundation
Report to the SEC of the Global Settiement Funds
For the Quarter and Year Ended December 31, 2008

. Summary of Activity in Preceding Quarter

Grant Programs

During the fourth quarter, Foundation staff, in partnership with the National Endowment for Financial
Education (NEFE), reviewed and evaluated seven full proposals requesting $3.4 million received in
response to the second cycle of the General Grant Program. Staff also invited an additional ten
applicants requesting $3.1 million from among 73 project concepts received during the third and fourth
quarter in response to the third cycle of the General Grant Program. In partnershipb with the American
Library Association (ALA), Foundation staff considered 39 proposals requesting $2.2 million from
libraries in response to the second year of the Smart investing@your library Grant Program.

The Foundation Board convened twice during the quarter to select grants for funding. On October 7,
the Board approved two proposais in the amount of $1.1 million through the second cycle of the
General Grant Program. On December 16, the Board approved one grant under the third cycle of the
General Grant Program in the amount of $0.5 million, and 12 Smart investing@your fibrary grants
totaling $0.9 million. In sum, the Board approved 15 grants in the fourth quarter of 2008 for a total of
$2.5 million.

We also continued to provide ongoing assistance and oversight to 39 active education and
research projects previously approved by the Board. Three grant projects came to a successful
completion during the quarter.

Targeted Projects

The Foundation continued to support the mifitary financial education project, to expand the
investor protection campaign aimed at older investors, to refine the national financial capability
survey, and to initiate the teen financial literacy project.

* Military Financial Education Project— In partnership with Mathew Greenwald &
Associates and the Employee Benefit Research Institute, we fielded a Military Retirement
Confidence Survey during October, with results to be released in 2009. We distributed two
articles, “Investing in Your Future, One Paycheck af a Time” and “Nine Tips for 2009,”
through the North American Precis Syndicate, and began distribution of a revised Money &
Mobility for Mifitary Personnel and Families booklet. More than 13,000 booklets were
distributed during the quarter. We also launched the Moneytopia e-learning game on the
SaveAndInvest.org/Military Web site, and began development of a viral marketing campaign
to encourage gamers and military financial educators to use this tool. In addition, we
returned to Fort Gordon, GA for a series of financial education forums, bringing the
total servicemembers reached in 2008 to nearly 8,000, more than 2006 and 2007 combined.
Finally, we concluded phase one of a comprehensive, third-party evaluation of the
campaign. At the December 16 meeting, the Board approved the continuation of the project
through 2009 with a budget of $4.4 million. The 2009 plan is described in section |I.

* . Investor Protection Campaign — We parinered with AARP and the Florida Office of Financial
Regulation to present the Outsmarting Investment Fraud program to senior investors in Daytona
Beach, FL, on October 1. During the quarter, we also translated the Fighting Fraud 107 brochure
into Spanish. At the October meeting, the Board approved the continuation of the project through
2009 with a budget of $4.3 million. Immediately upon Board approval, Foundation staff began an
analysis of state-level partners under consideration for active participation in the 2009 campaign.
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We also solicited feedback from Florida and Washington State partners, and retained a production
company to produce a DVD documentary on investment fraud. The 2009 plan is described in
section .

* National Financial Capability Survey — The survey working group—including staff from the
Foundation, Dartmouth Professor Annamaria Lusardi, Applied Research and Consulting, the
Employee Benefit Research Institute, the American Institute of Certified Public Accountants,
and the US Treasury—worked diligently to further refine the draft survey questionnaire.
Other experts, inciuding University of Michigan’s Robert Willis, continued to offer strategic
advice. We tested the draft survey questionnaire through a series of one-on-one interviews
in early October. Based on these interviews and additional feedback from other survey
experts, we continued tc madify the draft questionnaire. The survey is expected to field in
the second quarter of 2009. No Global Settlement Funds were used to support the survey.

» Teen Financial Literacy Project — The Foundation continued to partner with Channel One
and Consumer Federation of America to develop the broadcast PSA, poster and Web site
landing page for Generation Money: Improving the Financial Literacy of America’s Teens.
During the fourth quarter, attention centered on developing the classroom poster and PSA.
Channel One created prototypes for both and organized a series of focus groups during late
October. The focus groups were facilitated in a Web-based setting, allowing for participation
by students and teachers from different locations across the country. We conducted three,
two-day focus groups, one each of middie school students, high school students, and
teachers with different types of academic assignments. We then began revising the creative
materfals and messages. Channel One also began work on the project's Web elements.
Distribution of the poster and PSA will begin in early 2009. Work on the broadcast segments
will begin after the New Year.

Social Marketing Symposia

The Foundation continued to disseminate social marketing toolkits customized to the needs of
investor education providers at nonprofit organizations, public libraries and other agencies. The
toolkits were shared electronically.

Administrative Matters

On December 5, after review by the SEC, FINRA appointed Dr. Sharon P. Smith as a public
member of the Foundation Board. Dr. Smith is president of the University of Pittsburgh at
Greensburg in Greensburg, PA.

The Board approved at its December 16 meeting the Foundation’s 2009 budget in the amount
of $17.6 million, including $4.2 million in current grant commitments payable in 2009, $4.4
million in military project expenditures, $4.3 million in investor protection campaign
expenditures, $0.5 million in previously-approved survey expenditures, $0.3 million in
previously-approved teen project expenditures, $0.3 million in symposium expenditures, $0.2 in
evaluation and strategy expenditures and $2.7 million in contributed services from FINRA,
among other administrative costs. Only the portion of expenditures eligible as a shared expense
will be incurred by the Global Settlement Funds.

See “Exhibit A” for a summary of “Approved Grants and Targeted Programs™ and
“Exhibit B” for a summary of “Grant Proposals Declined.”
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Il. Strateqic Plan for 2009

The Foundation undertook a strategic planning process in 2007, resulting in strategic priorities
that will continue to guide the Foundation’s work through 2010. These strategic priorities
include:

» Collaborating with government agencies and other organizations to promote universal
financial literacy

* Supporting efforts that bridge research and practice in the financial and investor
education field

» Facilitating and encouraging better distribution of financial and investor education
resources

* Applying and sharing social marketing techniques to expand the effectiveness of
programs

« Forming partnerships to reach and help more Americans

» Evaluating the impact of grants and programs

* Providing R&D for the field of financial énd investor education
« Streamlining grantmaking processes

= Ensuring that the Foundation's Board of Directors and staff have appropriate expertise
and perspectives

Looking forward into 2009, the Foundation will continue to support both grants and targeted
projects. In addition to the estabiished General and Smart investing@your library Grant
Programs, the Foundation will announce a new cammunity-based opportunity in partnership
with United Way of America, as well as a grant program targeting law schools interested in
establishing securities arbitration clinics. With regard to targeted projects, the Foundation will
continue to support the four existing projects: the Military Financial Education Project; the
Investor Protection Campaign; the National Financial Capability Survey; and the Teen Financial
Literacy Project. Finally, the Foundation plans to offer a third symposium series on social
marketing.

The Board is scheduled to meet three times in 2009 to approve grants and targeted projects:
June 17, 2009; October 7, 2009; and December 1, 2009.

Grant Programs

The Foundation wiil offer rolling deadlines for Project Concept Forms under the 2009 General
Grant Program. Applicants whose projects most closely align with the Foundation's priorities will
be invited to submit a fuil grant proposal for consideration at one of the Foundation's Board
meetings. This year, as in 2008, we are especially interested in grant projects that focus on the
following areas:

» Using behavioral finance to improve saving and investing
* Meeting the financial and investor education needs of underserved audiences

» Creating new marketing and distribution channels for financial and investor education
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* Helping Americans manage their finances and investments in retirement

We will also continue our partnership with ALA to expand the Smart investing@your library
program. Additional libraries will be invited to apply starting in the second quarter of 2009. As
designed by ALA and the Foundation, the program improves the ability of libraries to provide
financial and investor education, while aiso providing the Foundation with a valuable distribution
channel. All Smart investing@your library grant recipients are required to use or adapt the
Foundation’s investor education content modules, and all have been encouraged to use
products or resources developed by previous or existing Foundation grantees. The Board will
select library grant recipients during the December meeting.

The Foundation will partner with United Way of America to develop a jointly-administered pilot
grant program to improve financial and investor education through regional and local
community-based organizations. The program, modeled after our successful partnership with
ALA, will build the capacity of regional and local community-based organizations to offer
effective, accurate, unbiased financial education. As with Smart investing@your library, it will
also provide a mechanism for distributing the investor education products developed by the
Foundation, its grantees, and FINRA Investor Education. During the 24-month pilot phase, the
Foundation will provide grants in the range of $5,000-$150,000 to regional or community based
organizations to improve the financial knowledge and skills of individuals and families in need.
The Foundation and United Way together will provide oversight and technical assistance to
grantees. Eligibility for the pilot phase will be limited, on an invitation-only basis, to regional and
local organizations that are best positioned to meet the goals of the pragram. Invited applicants
will include state and local United Way organizations and other regional and community-based
non-profit organizations that meet the Foundation's grant guidelines. State or local United Way
involvement is not an eligibility requirement for funding under this competitive grant program.
Proposals will be reviewed by a committee composed of Foundation and United Way staif, as
well as external members with relevant expertise in effective community autreach, adult
education, social marketing, or evaluation, and an interest in increasing the financial stability of
working families and individuals. The Board will select United Way grant recipients during the
December meeting. )

Finally, the Foundation will solicit, also on an invitation-only basis, law schools within
metropolitan areas or regions identified as high-need and seeking seed funds to establish a
securities advocacy clinic. Arbitration is the most widely used means of resolving disputes in the
securities industry. Most securities arbitrations take place before panels that are sponsored,
trained, and managed by securities industry regulators. In most arbitrations, attorneys represent
all the parties involved in the matter. However, investors often cannot obtain iegal
representation when the size of their claim is too small for an attorney to take on a contingency
fee basis and the investor is not in a position to pay the attorney’s hourly rate for representation.
Investors who then elect to represent themselves are confronted with difficult obstacles. The
Foundation’s new grant program will help fill the gap in legal representation for investors with
small claims who do not have the financial resources to retain legal representation. Additionally,
the clinics will serve as an educationai and referral resource for the community, and will provide
a mechanism for distributing the investor education products developed by the Foundation, its
grantees, and FINRA Investor Education. Currently, thirteen law schools offer securities
advocacy clinics, ten of which are located in the state of New York. In 2004, the Foundation
funded a grant to Northwestern University Law School's Bluhm Legal Clinic for the
establishment of the first securities advocacy clinic in the Midwest and the creation of a start-up
guidebook for other law schools interested in establishing a clinic. The resulting Guidefines for
Establishing a Law School Securities Advocacy Clinic will be packaged for distribution in the

&
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second quarter of 2009. During a 36-month pilot phase, the Foundation will provide up to three
grants of no more than $250,000 each for the establishment of new securities advocacy clinics.
Proposals will be evaluated by an advisory committee composed of Foundation and FINRA
Dispute Resolution staff, as well as at least one external member with an expertise in clinical
legal education. The Board will select Securities Advocacy Clinic grant recipients during the
December meeting.

In addition to offering these new and ongoing grant opportunities, the Foundation will continue
to closely manage more than 50 active grant projects, several of which are scheduled for
completion in 2009. Resources and research resulting from Foundation-funded projects are
publicly available on the Foundation Web site, www.finrafoundation.org.

Targeted Projects

* Military Financial Education Project — With the third anniversary of the Military Financiai
Education Project on February 16, 2009, the Foundation is pleased that the program
continues to thrive and expand. In 2009, we seek to continue our successful model of using
research, partnerships, and outreach to deliver high-quality information and tools to the
military and become further ensconced as a valuable, proactive resource supporting the
Department of Defense and the Services. Research initiatives will focus on assessing
financial capability among servicemembers and exploring the impact of financial education
on participation in the Thrift Savings Program. The Foundation also expects during the
second quarter a final report from the Institute for Socio-Financial Studies (ISFS), which
commenced a comprehensive evaluation in July 2008. We will continue to run and to
enhance the campaign’s existing educational programs, including the Military Spouse
Fellowship Program (which provides a financial peer-counseling network for military
spouses), our Military Financial Education Forums, and our financial education briefings for
Warriors in Transition, a program serving wounded, ill and injured servicemembers. We wil
also continue distributing BrightScore through Personal Financial Manager channels. In
addition to continuing established programs, we will develop new educational resources,
including a comic-book style graphic novel on financial issues and a pilot training program
for spouses that will not involve the extensive time commitment of the Spouse Fellowship
program. We will also post on SaveAndinvest.org new modules and tools related to
Moneytopia, the e-learning game launched in 2008, distribute them to military financial
educators, and make them available to Foundation grantess. We will continue and expand
partnerships through Military Saves; BBB Military Line (a project of the Better Business -
Bureau) and AFCPE. Our focus will be on more visibly branding materials delivered through
partners and building awareness of SaveAndInvest.org through forums, earned media, paid
advertising and outreach to military leadership.

* Pilot Investor Protection Campaign aimed at Older Investors — In 2009, we will enhance
existing materials for both older investors and grassroots partners, forge strategic
partnerships, and move ahead with a longitudinal research agenda. The Foundation will
expand the investor protection campaign while building upon the social norm message:
“Before you invest, ask and check.” The plan includes:

o Research: testing and refining intervention strategies to help older investors resist
the persuasion tactics investment fraudsters employ in their pitches

o Educational Resources: building upon resources developed for the pilot campaign,
including an enhanced persuasion curriculum and training materials, new content on
SaveAndlnvest.org/55PIus, brochures and toolkits
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o Outreach and Partnerships: engaging state and local partners to conduct outreach
and disseminate public awareness materials that encourage older investors to ask
questions so they can better distinguish legitimate professionals from con criminals
and avoid fraud

Early in 2009, we will further refine and test the Qutsmarting Investment Fraud curriculum to
explore the longitudinal effectiveness of persuasion education at various intervals. Following
on the research, we will proceed in refining and packaging the persuasion curriculum in a
variety of formats to accommodate different audiences, presenter levels and technoiogy
access. These include: a broadcast quality DVD documentary; a curriculum package to
include all of the resources, presentations, video clips, and talking points necessary to
replicate the curriculum with or without Foundation participation; modules and learning
activities related to persuasion tactics for posting on SaveAndInvest.org/55Plus; and a print
workbook covering al! of the material and activities discussed in the curriculum. We will also
develop a Fraud Fighter Action Kit for distribution to campaign partners and others in need
of investor protection resources.

The Foundation will pursue a multi-pronged outreach strategy for the campaign in 2009.
Following the pilot model, we will launch a proactive social norm awareness campaign that
will focus on development of grassroots and state-level partnerships and educational
resources within five states. Our state-specific campaigns wiil be customized depending
upon the partners and existing fraud efforts. Partners will include state securities regulators
and other local and regional senior-serving organizations. Within the five targeted states, we
will reach out to existing networks to train volunteers on the use of the Outsmarting
investment Fraud curriculum and provide additional educational resources for distribution.
Our outreach campaign will also inciude investor events featuring the Qutsmarting
Investment Fraud curriculum and a combination of earned and paid public awareness
advertisements. In addition, we will conduct a limited national campaign that targets
individuals in our primary audience -~ those 55 and over — employing hoth media placements
and content distribution. Finally, we will make available a wide range of resources for state-
level partners, both within and outside of the five targeted states, including Fighting Fraud
107 brochures and other educational and campaign resources.’ .

National Financial Literacy Survey — We expect to finalize the survey questionnaire in the
first quarter of 2009. We will immediately thereafter program the questionnaire into the
telephone survey software, CATI, and conduct 20 live interviews, recording and time-
stamping them. Results of this field test will inform any final edits to the survey
guestionnaire. The overarching research objectives are to benchmark the distributions of
key measures of financial capability and evaluate how those key measures vary with
underlying demographic, behavioral, attitudinal, and literacy characteristics. The baseline
data will consist of findings from two separate, but closely linked surveys: a national,
random-digit-dialed (RDD) telephone survey with over-sampling to enable segmentation by
key demographic variables (e.g., race, household income, education level); and a state-by-
state online survey with sufficient sample size to identify and analyze state-specific factors
affecting financial capability. Both are expected to field in the second quarter of 2009, with
results available in the third quarter.

Teen Financial Literacy Project — The Foundation, Channe! One and the Consumer
Federation of America will roll-out all parts of its multimedia teen financial literacy initiative
(Generation Money) during the first and second quarter of 2009. This includes distributing of
40,000 instructional posters on compound interest to classrooms in 8,000 secondary
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schools nationwide; launching an interactive Web site with video, curricuium content,
articles, and a game and tutorial to help students learn about the effects of compound
interest over time; broadcasting a PSA on compound interest and three, professional news
segments on timely financial literacy topics to approximately 6 million students; packaging all
content for future use in the classroom; and collecting data on program reach and
effectiveness.

Symposia on Marketing and Distribution of Investor Education

The Foundation and the American Library Association will use the social marketing frameworks
and toolkit developed in partnership with the Tuck School of Business for a special training
session for new grantees in Smart investing@your fibrary. The training will help ensure that the
investor education resources available through the participating libraries achieve maximum use
and impact at the community level. The Foundation will also engage in planning with
Dartmouth's Tuck School of Business to continue social marketing programming customized to
the needs of the financial/investor education community. We intend to expiore the potential for
online delivery and build on the marketing topics and frameworks introduced in previous
symposia. -
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lII. Summary of Receipts and Uses of Global Settiement Funds

The Foundation has received a cumulative total of approximately $55.0 million, excluding
interest, in Global Settlement Funds.

Summary Table of Receipts and Receivables, and Expenses and Commitments of the
Funds

The following summary table presents the receipts and recsivables. and expenses and
commitments of the Global Settlement Funds as of December 31, 2008. The 30% Foundation
allocation (from funds contributed by FINRA) is not included in this summary table.

Quarter Cumulative
December 31, 2008 Ended - Yearto Date to Date
(Doltars in thousands)

Receipts and Receivables:

Contributions Recsived $ - 3 - $ 556860

Dividend Income a5 848 4,237
Total Receipts and Receivables 35 848 59,897
Expenses and Commitments:

Grant Commitments Approved 1,736 2,048 . 8,872

Targeted Projects Expenses’ 701 3,306 3,763

Approved Targeted Projects Remaining® 6,103 6,348 6,343

General & Administrative Expenses 86 301 860
Total Expenses and Commitments 8,626 12,003 19,843

Net (Decrease) Increase $ (8,591) $ (11,155 $ 40,054

' Targeted Projects Expenses consist of approved amounts which have been incurred.

z Approved Targeted Project Remaining consists of approved amounts which have not yet been incurred. Military
Financial Education Project and Investor Protection Campaign budgets are approved on a calendar year basis;
unused, approved amounts do not carry over into subsequent - years. Fourth Quarter Ended amount represents
2009 budgets approved during December 2008.

Receipts and Receivables

For the quarter ended December 31, 2008, the Foundation received $35 thousand in dividend
income on the Global Settlement Funds. The Funds collected to date are invested in 2 U.S.
Treasury money market fund consistent with the Settlement order.

FINRA'’s letter to the Court dated September 12, 2005, stated that FINRA would continue to
fund the Foundation in the same proportion (1.9%) used in relation to FINRA's overall 2004
budget. During the quarter ended December 31, 2008, FINRA contributed an additional $5.0
million to the Foundation to ensure that FINRA's funding is in compliance with this requirement.
Since inception, FINRA has made a total of $30.0 million in cash contributions. FINRA has also
directed an additional $7.2 million in fine money pius $0.6 million in donated advertising to the
Foundation's miiitary project.
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Grant Commitments

The Board approves grants under various grant programs aimed at accompiishing its mission.
These programs are subject to the grantee fulfilling certain conditions or milestones over the
course of the grant project term and are included as grant commitments upon approval by the
Board.

During the quarter ended December 31, 2008, fifteen new grant proposals totaling $2.5 million
were approved by'the Board. Of this amount, $1.7 million (70%) was allocated to the Global
Settlement Funds and $0.8 million (30%) to Other Foundation Funds

Since receipt of the Global Settlement Funds beginning in 20086, the Board has approved 51
grants totaling $12.7 million. Of this amount, $8.9 million (70%) was allocated to the Global
Settlement Funds and $3.8 miilion (30%) to Other Foundation Funds. There were 27 grants
approved prior to 20086 totaling $4.9 million, which are allocated 100% to Other Foundation
Funds.

The following table summarizes the activity related to all grants approved and committed as of
December 31, 2008, including those allocated to both the Global Settlement Funds and Other
Foundation Funds.

Approved Grants Grant Program Expense
Quarter Year io Committed
December 31, 2008 No. Amount Ended Date Prior Years  Other' Balance

{Approved 2006 or later) (Dollars in thousands)
{70%) Global Seftlement Funds;
General Grant Program 21 $ 6275 § (458) $ {1,882) 3 (1,072 - % 3,321
Improving Disclosure to Investors 3 762 - (172) {208) - 382 -
Life-Cycle Investing Program 2 620 (70) (138) (194) - 288
Library Grant Program 25 1,215 {88) (393) - - 822
Total 51 8,872 (8186) (2,585) (1,474) - 4,813

(Approved 2006 or later)
(30%) Other Foundation Funds:
General Grant Program 2,680 (196) (8086) (460) - 1,424
Improving Disclosure to Investors 326 - {73} (89) - 164
Life-Cycle investing Program 266 (30) (59) (83) - 124
Library Grant Program 520 (38) {169) - - 351
Total 3,802 (264) (1.107) (632) - 2,063

{Approved 2004-2005)
{100%) Other Foundation Funds;
General Grant Program 19 3,504 {95) (289) (2,844) (532) 39
Improving Disclosure to Investors 2 407 - (54) (31 (40) -
Young Adults Program 3] 993 (5) (81) {772) {16} 124
Total 27 4,904 (100) (424) (3,729) (588) 163
Grand Total 78 $ 17578 $ (980) $ (4116) 3 (5835) $(588) $ 7,039

" Other reflects the adjustment for either early termination of a grant or successful completion of a project for less
than the original approved grant.
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Targeted Projects

To date, the Board has approved funding to support four targeted projects: (1) the Military
Financial Education Project, (2) the Pilot Investor Protection Campaign, (3) the National
Financial Capability Survey and (4) the Teen Financial Literacy Project.

* Military Financial Education Project — During the quarter and year ended December 31,
2008, the Foundation incurred $0.6 million and $2.0 million, respectively, on initiatives
related to the Military Financial Education Project qualified for the Global Settlement Fund
allccation, which includes the Foundation's cngoing outreach tc educate military
servicemembers and their families.

During the quarter ended December 31, 2008, the Board approved $4.4 million for 2009
initiatives related to the Military Financial Education Project. Of the total amount, $3.1 million
(70%) is allocated to the Global Settiement Funds with the remaining $1.3 million (30%)
allocated to Other Foundation Funds.

» Pilot Investor Protection Campaign — During the quarter and year ended December 31,
2008, the Foundation incurred $0.1 million and $1.1 million, respectively, on initiatives
related to the Piiot Investor Protection Campaign qualified for the Global Settlement Fund
allocation, which is aimed at educating older investors and protecting them from investment
fraud.

During the quarter ended December 31, 2008, the Board approved $4.3 million for 2009
initiatives related to the Investor Protection Campaign. Of the total amount, $3.0 million
(70%) is allocated to the Global Settlement Funds with the remaining $1.3 million (30%)
allocated to Other Foundation Funds.

* National Financial Capability Survey — During the first quarter of 2008, the Board
approved for a baseline survey of financial capability and literacy in America, at a cost to the
Foundation not to exceed $0.8 million. Per the Board's direction, expenses related to this
project are not allocated to the Global Settlement Funds.

No additionai National Financial Capability Survey funding requests were brought to the
Board for consideration during the quarter ended December 31, 2008.

e Teen Financial Literacy Project — During 2008, the Foundation incurred $0.1 milflion on
initiatives related to Your Money: improving the Financial Literacy of America’s Teens, in
partnership with the Consumer Federation of America and using the Channel One Network
as the chief service provider.

Spending requests brought to the Board in prior periods through December 31, 2008 total
$0.5 million. Of the total amount, $0.4 million (70%) is allocated to the Global Settlement
Funds with the remaining $0.1 million (30%) allocated to Other Foundation Funds.

No additional Teen Financial Literacy Project funding requests were brought to the Board for
consideration during the quarter ended December 31, 2008.
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Targeted Projects (continued)

The folloWing table summarizes spending qualified for the Global Settlement Fund allocation for
targeted projects as of December 31, 2008.

December 31, 2008

(70%) Global Settlement Funds
Military Financial Education Project
Investor Protection Campaign
Teen Financial Literacy Project
Total

(30%} Other Foundation Funds
Military Financial Education Project
Invesfor Protection Campaign
Teen Financial Literacy Project
Total

{100%) Other Foundation Funds:
Military Financial Education Project
National Financial Capability Survey

Total

Total

The following table summarizes net remaining approved spending qualified for the Global

Settlement Fund allocation for targeted projects as of December 31, 2008.

December 31, 2008

(70%) Global Settlement Funds

Military Financial Education Project
Investor Protection Campaign
Teen Financial Literacy Project

Total

2

Quarter Ended Year to Date Prior Periods Total
(Doilars in thousands)
% 606 3 2,039 5 - 3 2,039
g5 1,153 457 1,610
- 114 - 114
701 3,308 457 3,763
261 864 - 864
72 479 196 6875
- 48 - 48
333 1,391 196 1,587
790 7,366 8,156
12 311 - 311
12 1,101 7,366 8,467
3 1,046 & 5,798 $ 8,019 $ 13,817
Net Year to Net Prior Appraved
Quarter Ended? Date' Periods’ Balance
{Dollars in thousands)
$ 3,100 3 - $ - $ 3,100
3,003 - - 3,003
- 245 - 245
$ 6,103 $ 245 $ - $ 6,348

represents 2009 budgets approved during December 2008,
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Military Financial Education Project and Investor Protection Campaign budgets are approved on a calendar year
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General and Administrative Expenses

General and Administrative Expenses, which consist primarily of recurring costs of operating the
Foundation, are allocated between the Global Settlement Funds and Other Foundation Funds
using the above referenced 70% / 30% allocation methodology, after excluding expenses that
are 100% related to FINRA-contributed funds.

The following table shows the general and administrative expenses that have been allocated to
the Global Settlement Funds by classification through December 31, 2008.

Cumulative
December 31, 2008 Quarter Ended Year to Date to Date
(Dollars in thousands)
General and Administrative Exlpenses:
Grant Administration’ $ 58 $ 201§ 466
Symposiums? - - 102
Professional Fees® - 21 94
Program Evaluation and Strategy® - - 42
Marketing and Advertising® 4 21 55
Travel and Meetings® 18 37 71
Postage & Other’ 6 21 30
Total 3 86 $ 301 % 860

' Grant Administration expenses consist of incurred and accrued costs for the National Endowment for Financial

Education and the American Library Association for support services provided to the Foundation in developing,
administering and maintaining grant programs. This includes providing day to day administrative support to
Foundation staff, as well as reviewing and preparing overviews of grant proposals.

Symposiums consist of costs related to the social marketing symposium with the Tuck School, excluding travel.
Professional Fees consist of recurring legal, audit and consuiting costs.

Program Evaluation and Strategy consist of costs for developing the Foundation evaluation plan and advancing
strategic ptanning.

Marketing and Advertising consists of fees for advertisements publicizing the Foundation's grant opportunities to
prospective applicants.

Travel and Meetings consists of related expenses incurred in managing active grant projects, attending the
sympesium and meeting with prospective grant applicants as well as Board member travel.

Postage and Other consists of administrative postage and shipping costs, investment custody fees and
miscellaneous expenses.

In addition, FINRA provides management oversight and certain administrative services,
including legal, financial, tax and treasury, to the Foundation at no cost. For the year ended
December 31, 2008, FINRA contributed services of approximately $2.7 million.
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