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The FINRA 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.




Executive Summary

During the fourth quarter of 2010, the FINRA {nvestor Education Foundation {Foundation)
continued to support grant programs and targeted projects. The Foundation's Board of Directors
(Board) met twice during the quarter on October 15th and December 14th. During these
meetings, the Board approved additional funding for targeted projects in the amount of $7.9
million and 34 new grants in the amount of $3.9 million, for a total of $11.8 million, of which $8.3
milion is payable from the Global Settlement Funds (Funds). Offsetting this approved funding
was the early termination of one grant and compietion of one project for less than the ariginal
approved grant which reduced total grant commitments by $0.3 million, of which $0.2 million
was allocated to the Funds. The Foundation continued to distribute funds related to previously-
approved grants and targeted projects. In the fourth quarter, the Foundation incurred $2.7
million in grant and targeted project expenses and $0.2 miilion in general and administrative
expenses payable from the Funds.

ORemaining RApproved Blncurred
Since the receipt.of the Funds. by the 100%
Foundation, the Board has approved and or 80%
committed $36.7 million of the $55.0 million, 80%
excluding interest, in total Funds. Of this 0%

amount, $23.6 million has been disbursed
from the Funds to pay grantees and project - 60%
partners, and $1.9 miilion has been

50%
disbursed to pay general and administrative :
expenses, which consist of program related 40%
(e.g., grant administration, symposia, etc.) 30%

and other costs of operating the Foundation.
A balance of $11.2 miillion remains currently
approved and committed by the Board. ' 10%
Additional generai and administrative : 0%
expenses will be incurred on an ongaing

basis each quarter. :

Cumulative Expenses and Commitments from Global Settlement Funds

Total Expenses

20%

Global Settlement Funds

December 31, 2010 Expenses Incurred Remaining Approved and Commitments
(Dolfars In thousands)

Grant Programs’ $ 10,584 $. . 5,820 $ 16,404

Targeted Projects? 13,014 5374 18,388

General & Administrative 1,870 - 1,870

Total 3 25,468 $ w1104 $ 36,662

e

' Grant Programs - Remaining Approved reflect the adjustment for either early termination of a grant or successful completion of a
project for less than the original approved grant.

? Targeted Projects include the following: the Military Financial Education Project, the Investor Pratection Campaign, Teen Financial
Literacy Project and the CollegesStirdent Debt Project.




l. Summary of Activity in Preceding Quarter

The Foundation continues to support both grants and targeted projects. The Foundation Board
convened twice during the fourth quarter—October 15 and December 14—to consider grants
and projects for funding. '

Grant Programs

in 2010, the Foundation continued to offer four grant programs: the Generai Grant Program;
Smart investing@your library; Financial Education in Your Community; and the Investor
Advocacy Clinic Grant Program. In addition to offering these grant opportunities, the Foundation
closely managed more than 61 active grant projects, several of which concluded in the fourth
quarter of 2010. Resources and research resulting from Foundation-funded projects are publicly
available on the Foundation Web site, www finrafoundation.org.

Througho ut the fourth quarter, the Foundation reviewed project concepts and proposals
submitted to each of the four grant programs. In sum, the Board approved 34 grants in the
fourth quarter of 2010 for a total of $3.9 million, as detailed below:

» General Grant Program ~ The Foundation offers rolling deadlines for the submission of
project concepts to the General Grant Program. Applicants whose projects most closely
align with the Foundation's priorities are invited to submit a full grant proposai for
consideration at one of the Foundation's Board meetings. During the fourth quarter,
Foundation and Nationai Endowment for Financial Education (NEFE) staff reviewed and
evaluated six full proposals for consideration in October and one full proposal for
consideration in December. The Board approved one new grant in the amount of $519,194

at the meeting of December 14, 2010.

Throughout the quarter, the Foundation continued to accept and review new General Grant
Program project concepts for consideration in 2011. The Foundation also continued to
provide ongoing assistance and oversight for 17 existing education and research projects
previously approved under the General Grant Program and specific Requests for Proposals.
Five of these projects concluded during the fourth quarter.

e Smart investing@your library — The Foundation’s grantmaking collaboration with the
American Library Association (ALA) is designed to support community-level investor
education and assistance through public libraries and library networks nationwide. The ALA
partnership enables technical assistance in the areas of project management,
communications, evaluation and marketing for all participating sites. During the fourth
guarter, Foundation and ALA staff forwarded 24 proposals to the peer advisory committee,
which is composed of practicing business-reference librarians who have provided guidance
to the program since its inception. Following peer review, the Board approved at the
December 14 meeting 16 Smart investing@your library grants totaling $1,071,573.
Throughout the quarter, Foundation and ALA staff continued to conduct site visits and
provide regular assistance to 29 active, participating libraries. One library project reached a
successful conclusion during the period.

» Financial Education in Your Community — The Foundation’s partnership with United Way
Worldwide (UWW) is designed to build the capacity of regional and local community-based
organizations to meet the financial education needs of underserved working individuals and
families, particularly in underserved rural communities. The project review committee—
composed of Foundation and UWW staff and other outside experts—finalized analysis of
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the 24 proposals under consideration by the review committee. At the December 14
meeting, the Board approved 15 Financial Education in Your Community grants totaling
$1,818,322. Throughout the quarter, Foundation and UWW staff continued to provide
technical assistance to the 12 organizations receiving grants in December 2009.

Investor Advocacy Clinic Grant Program — The Investor Advocacy Clinic Program
provides start-up funding and assistance to law schools that are well positioned to establish
clinics offering legal advice and other help for underserved investors. The program advisory
committee-—composed of Foundation staff, FINRA Dispute Resolution staff, and Lisa
Catalano, director of the Securities Arbitration Clinic at the St. John's University School of
Law—prepared recommendations to the Board from amo ng the five grant applications
received by the program deadline. After final review, the Board approved on October 15 two
new investor protection clinic grants totaling $500,000 to establish investor advocacy clinics
at the University of Miami School of Law in Miami, Florida and Seton Hall School of Law in
Newark, New Jersey. Seton Hall executed a. grant agreement in November 2010 and started
implementing its plan to open the clinic in 2011.

Three of the four law school ciinics approved for fundi ng in 2009—Suffolk University,
Howard University, and Florida international U niversity—opened their clinics to the public
earlier in the year. Pepperdine University will do so starting January 2011. The three
operating clinics have received approximately 50 inquiries to date. Suffolk, which opened its
clinic in the first quarter of 2010, actively pursued ten cases, resulting in one settlement,
three pending arbitrations and others under evaluation or in preparation for filing. Howard
considered three cases with the expectation that it will offer to represent the clients. Schoal
leadership at Florida International issued a news release anno uncing the clinic launch, and
otherwise actively promoted the clinic while making speeches or talking to the media. Media
coverage and direct outreach efforts resulted in a pipeline of potential cases for the clinic,
including two accepted cases and another 25 pending evaluation. Each of the clinics
referred cases to private counsel or another law school clinic when the matter was not
appropriate for the grantee clinic to handle. They also provided a service in advising
potential clients when claims were too old to pursue and helping them otherwise decide
whether or not to pursue a claim. With respect to community outreach, the clinics began to
solicit partnerships ranging from middle schoois and Boy Scout froops to churches and locai
libraries. '

Targeted Projects

The Foundation supports five previously-approved targeted projects: the Military Financial
Education Project; the Investor Protection Campaign; the National Financial Capability Study;
the Teen Financial Literacy Project; and the College Student Debt Project. In the fourth quarter,
the Board approved an additional $7.9 milfion to support these projects, as follows:

Military Financial Education Project — We continued using research, partnerships and
outreach to deliver high-quality information and tools to the military. Foundation staff
conducted six forums at Fort Gordon, including two for Warriors in Transition, one for the
Signai Corps Regimenitai Noncommissioned Officer Academy, one for the Navy Information
Operations Command, and two for the Leader College for Information Techno logy. Another
forum was completed in December at Fort Belvoir for the personnel of the Department of
Defense Criminal investigation Task Force. The Foundation continues to serve Warriors in
Transition through regularly scheduled presentations at the National Naval Medical Center.
These presentations reach both medical staff and patients with information on the wise use
of disability benefits. In December, the Foundation partnered with myFICO to release an
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educational tool to help servicemembers and their families manage and better understand
their credit scores. Access to the toolis being provided through military Personal Financial
Managers worldwide.

In support of the Department of Defense (DoD) in their emphasis on youth, the Foundation
distributed 5,000 compound interest posters (adapted from the Foundation's Teen Financial
Literacy Project) throughout the DoD Education Activity (DoDEA) (194 schools serving more
than 84,000 students worldwide). The Acting Director of DoDEA referred staff and teachers
to the resources onthe Teens & Money page on SaveAndlnvest.org. Furthermore, the two
public service announcements began to air on Armed Forces Network Fa mily, Atlantic, and
Pacific within the Armed Forces Radio and Television Service system on Cctober 1.

The military portion of the Nationai Financial Capability Study was publicly released in
October through an exclusive with syndicated financial columnist Michelle Singletary.
Foundation President John Gannon and Holly Petraeus, then director of BBB Military Line
and currently director of the Consumer Financial Protection Bureau Office of Servicemember
Affairs, were quoted in the story. Much positive coverage followed after the resuits were
publicized, including a supportive story emphasizing the military’s efforts at educating its
population about finances and the Foundation’s role in supporting those initiatives.
Additionally, there was a televised interview of Foundation staff concerning the results of this
survey on MSNBC. ' :

As of year-end, 255 participants in the Foundation's Miiitary Spouse Feliows hip Program
have earned Accredited Financial Counselor status. Program feflows have logged in excess
of 240,000 practicum hours in their communities. Graduates continue to serve in significant
positions, such as program manager for the Army Spouse Employment Partnership, within
the military community. In December, we hosted the first FINRA Foundation Military Spouse
Fellows Dinner/Roundtable for fellows in the Washington, DC area. This event not only
facilitated face-to-face interaction among Foundation staff and fellows but also aliowed us to
gather recommendations for enhancing the program. '

At the December 14 meeting, the Board approved the continuation of the project through
2011 with a budget of $3,022,754. The 2011 plan is described in section II.

Investor Protection Campaign — The Foundation's research-based, social change
campaign is intended to help older investors understand how they might be susceptible to
investment fraud and to replace risky investment behaviors with fraud detection and
prevention behaviors. Free resources now available include the Trick$ of the Trade:
Outsmarting Investment Fraud documentary, partner toolkit, program curriculum, brochures,
and more. The campaign is now underway in Alabama, Colorado, Florida, Maine, North
Caroiina, Vermont, Washington, and West Virginia. In each state, the Foundation has
partnered with the state securities regulator, state AARP office and various other
government, non-profit and grassroots organizations. National partners include the U.S.
Securities and Exchange Commission, AARP and Betterlnvesting. With their support, we
are conducting consumer events, training volunteer corps, distributing educational literature
and DVDs, placing advertoriais, conducting radio media tours, and otherwise sharing the
campaign’s fraud prevention messages on a community level. In the fourth quarter, we
distributed more than 10,000 copies of the documentary on DVD, as well as tens of
thousands of Fighting Fraud 101 brochures.

We directly reached more than 1100 older investors through investor forums and other
events in the fourth quarter in our eight primary states, in addition to those reached through
our targeted media campaigns. On October 5, we joined our Colorado partners to host a
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Trick$ of the Trade documentary showing and fraud discussion in Grand Junction. Also in
October, we participated in two consumer events hosted by our West Virginia partners,
including the Office of the State Auditor and Office of the Treasurer, among others. These
events aftracted audiences exceeding 300 each. We also conducted a series of worksho ps
in the Gulf region of Alabama with the Alabama Securities Commission and AARP Alabama.
InFlorida, we traveled to Miami for the Foundation's first investor forum marketed to the
bilingual community. The forum was presented in English with Spanish translation provided
via headset. Finally, on November 30, the Foundation collaborated again with partners in
West Virginia to host a Consumer University on Exercisihg Financial Wellness in Bridgeport.
Our grassroots partners, Seniors vs. Crime and the Washington State Crime Prevention
Association, as well as state partners in Colorado and Vermont, continued to present the
curriculum and distribute resources in their respective communities, collectively reaching
hundreds of consumers in the quarter. The Foundation’s field-tested Qutsma rting
Investment Fraud curriculum has now been presented at least 225 times to more than
14,000 consumers since the Campaign launch. The reach of the program curriculum js a
significant metric in that the program was twice field-tested to demonstrate be havioral
change, reducing susceptibility to a fraud appeal by nearly 50 percent.

Since the release of the Trick$ of the Trade documentary by American Public Television on
September 5 through year end 2010, more than 120 stations covering 29 states aired the
program over 450 times. Our reach extended to 45 percent of the nation’s television market
with an estimated 44 miflion households specifically within our 50 plus target demographic.
In partnership with WQED Pittsburgh, we selected ten public television stations to receive
outreach awards in support of show promotion and consumer outreach in their markets. All
ten will air the documentary multiple times over the coming months and engage in various
community outreach initiatives around the program and its investor protection purpose. In
mid-November, Foundation staff attended the American Public Television Eail Marketplace
conference to inform over 100 public television station programmers and schedulers abo ut
the investor protection campaign and the value of reaching viewers with important investor
protection strategies. The program was also named by Kiplinger’s Personal Finance as a
‘best way to protect yourseif from fraud” in the “Best of Everything 2010" issue.

Our partnership with AARP Create the Good, oniine at www.createthegood.orgfightfraud,
remained active throughout the quarter. The campaign includes two toolkits designed to
engage individuals in volunteer activities to protect others from investment fraud. The site
also includes two “how-to” instructional videos and *5 minute ideas to help others spot the
red flags” of fraud.

Finally, we continued our work with Stanford University on two research projects. The first is
a partnership with the Stanford Center on Longevity to establish a national research center
around the prevention of financial fraud. The second is a partnership with the Department of
Psychology to conduct additional psychometric research around fraud susceptibility. Both
projects are in the preliminary stages and will continue into 2011.

At the December 14 meeting, the Board approved the continuation of the ca mpaign through
2011 with a budget of $4,250,020. The 2011 plan is described in section Il.




¢ National Financial Capability Study — In consultation with the U.S. Treasury Department
and the former President’'s Advisory Council on Fina ncial Literacy, the Foundation
conducted a national and state-by-state survey of American aduits’ financial capability. In
the fourth quarter, the Foundation released the finai two components of the three-part
National Financial Capability Study. As reported within the Military Financial Education
Project summary, the Military Survey was released in October. Beginning with a front page
exclusive on USA Today’s Money section on December 8, the State-by-State Survey
release on www.USFinancialCapability.org garnered strong press coverage. The release of
these two surveys represented the conclusion of several years' work on the Study. Free:
access to the full Study methodology, results and data are available online at
www finrafoundation.gra/capability. Study data files were downloaded more than 60 times in
the quarter. Since the posting of the National Survey data files in February of 2010, raw data
fromthe Study has been downloaded by researchers, academics, policymakers and others
more than 160 times. While active work on the Study concluded in the guarter, we will
continue to pursue opportunities to disseminate results of the Study components and
encourage academics to access the data to perform additional ana lysis. At the request of
the Foundation Board at the time of Study approval, no Global Settlement Funds were used
to support the Study.

» Teen Financial Literacy Project — Generation Money: improving the Financial Literacy of
America’s Teens is a collaborative effort among the Foundation, the Consumer Federation
of America and Channel One, which serves as the chief communications provider. The
campaign focuses on core financial literacy competencies, with an emphasis on compound
interest. On October 15, the Board approved $648,700 to continue the project through the
second quarter of 2011, For the remainder of the quarter, staff worked with the project
partners to develop a project evaluation plan and to strategize new features and content.
The team designed and tested a companion poster showing how interest charges
exacerbate indebtedness. The new piece parallels the story lines from the animated public
service announcements and is consistent with student and teacher feedback from earlier
prototypes. During the fourth quarter, the project also continued its financial literacy
broadcast programming to approximately 7,900 middle and high schools, reaching
approximately 5.5 million students and 250,000 educators.

» College Student Debt Project — The Foundation is working with The Institute for College
Access and Success (TICAS) to undertake a three-part project encompassing: 1)
preparation of a report on college and university practices related to private student loans,
with emphasis on upstream, proactive steps to reinin risky student borrowing; 2) design of a
campaign to encourage colleges to help students and families make more informed
borrowing decisions; and 3) creation of a framework outlini ng reasons and strategies fo test
the effectiveness of, and improve, student loan counseling. TICAS collected data and
drafted the initial report throughout the fourth quarter.

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

As reported in the Report to the SEC of the Global Settlement Funds For the Quarter Ended
September 30, 2010, the FINRA Internal Audit department performed an audit of the Foundation
in the third and fourth quarter. As a resuit of the Internal Audit report, the Board formed a Grant
Oversight Committee in October 2010 to work with Foundation staff to implement the
recommendations contained in the Internal Audit Report. With one exception (which is
scheduled for discussion at the June 2011 Board meeting), management believes that all of
internal Audit's recommendations, as well as those of the Grant Oversight Committee, have
been implemented. The Foundation refers to Exhibits C and D, which list a summary of the
recommendations of Internal Audit and the Grant Oversight Committee, and ma nagement’s
view of its implementation status. In addition, FINRA's Internat Audit department has scheduled
a follow-up audit of the Foundation late in 2011 to review the effectiveness of the Foundation’s
new procedures, and how the Foundation has responded to the recommendations contained in
the October 2010 audit report,

The Board approved at its December 14 meeting the Foundation’s 2011 budget in the amount
of $17.6 million, including current grant commitments payable in 2011, approved expenditures
for the targeted projects previously described and small amounts for general and administrative
expenses. The budget included $3.4 million in contributed services from FINRA. 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 and Project Concepts Declined.” See
“Exhibit C” and “Exhibit D” for summaries of the Internal Audit and Grant Oversight
Committee recommendations and implementation status.




Il. Strategic Plan for Upcoming Year

The Foundation undertook a strategic planning process in 2007, resulting in strategic priorities
that guided the Foundation's work through 2010. In 2011 , the Foundation will revisit and update
these priorities, which include:

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

. fS_ulgporting efforts that bridge research and practice in the financial and investor education
e .

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

¢ Forming partnerships to reach and help more Americans |

= Evaluating the impact of grants and programs

» Ensuring that the Foundation's Board of Directors and staff have a ppropriate expertise and
perspectives

Looking forward into 2011, the Foundation will continue to support both grants and targeted
projects. Board meetings for 2011 are scheduled for June 14, September 27 and December 13.

Grant Programs

We will support grants through existing programs, including the Generai Grant Program, Smart
investing@your library and Financia! Education in Your Community. In addition to these ongoing
grant opportunities, the Foundation will continue to closely manage nearly 100 active grant
projects, several of which are scheduled for completion in 2011. Resources and research
resulting from Foundation-funded projects are publicly available on the Foundation Web site,
www finrafoundation.org.

» General Grant Program — Through our General Grant Program, the FINRA Investor
Education Foundation funds research and educational projects that support its mission of
providing underserved Americans with the knowledge, skills and tools necessary for
financial success throughout life. We offer rolling deadlines for submission of Project
Concept Forms. Applicants whose projects most closely align with the Foundation's priorities
will be invited to submit a full grant proposal for consideration at one of the Foundation's
Board meetings.

In 2011, the FINRA Foundation is especially interested in applications that focus on the
following areas:
* meeting the financial and investor education needs of underserved audiences
* creating new marketing and distribution channels for financial and investor education
* helping Americans manage their finances and investments in retire ment
e Improving investor protection

The Foundation places high priority on reaching and engaging a weil-defined target
audience, and encourages collaboration and strategic partnerships that facilifate effective
marketing and distribution efforts. Successful education projects will have measurable
timpact and reach large audiences in a cost-effective manner. Preference will be given to
prajects that can be replicated and sustained beyond the term of grant funding. For research
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projects, the FINRA Foundation is especially interested in work that has practical
applications in the financial and investor education field.

Since inception (2004-2010), the Foundation has awarded 60 grants fotaling more than
$19.2 million through the General Grant Program and specific Requests for Proposals. We
will continue to engage with our active grantees through regular communication and periodic
site visits, as needed.

Smart investing@your library — We will also continue our partnership with ALA to expand
the Smart investing@your library program. Additional libraries will be jnvited to apply starting
in the second quarter of 2011. As designed by ALA and the Foundation, the program
provides grants in the range of $5,000—-$100,000 to public libraries and ibrary networks for
the purpose of improving financial and investor education, while taking advantage of new
and existing distribution channels. All 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.

In its first four years (2007-2010), Smart investing@your library awarded 64 grants totaling
$4.7 million to public libraries and library networks throughout the United States. Including
the member libraries of these networks, we find that the program now encompasses a
combined service area population of nearly 25 million. Those approved in December 2010
will convene for a Foundation-led training seminar held in conjunction with the ALA
Midwinter Meeting in San Diego in January. The training will focus on o utcomes-based
evaluation and social marketing strategies to reach and engage community members.

Financial Education in Your Community - The Foundation will again partner with United
Way Worldwide to jointly-administer a third year of the Financial Education in Your
Community program to help community-based organizations provide effective and unbiased
financial education. The Foundation and United Way provide resources and technical
assistance to grantees throughout the grant term. Organizations will be invited in the second
quarter to apply for grants ranging from $5,000-$100,000. These grants will be awarded to
community-based organizations that have demonstrated the ability to reach and engage
working individuals and families through effective social marketing techniques. We are
especially interested in proposals that demonstrate a strong awareness of potential barriers
to audience participation and propose strategies for overcoming these barriers. We look
favorably on innovation and creativity, on projects that leverage previous organizational
success and on work that is sustainable or builds the capacity of the applicant organization.
The Board will select community grant recipients during the December meeting.

In its first two years (2009-2010), the Foundation awarded 27 Financial Education in Your
Community grants totaling $3.3 million. Grantees selected in 2010 will convene at the end of
the first quarter of 2011 for a training workshop. The workshop will focus on several core
competencies: social marketing; principles of adult learning; elements of successful financial
education; and assessment and evaluation.

Investor Advocacy Clinic Program — This program has provided start-up funding and
assistance to law schools that establish investor advocacy clinics in high-need areas. These
clirics will enable supervised law students to provide legal assistance and other advice to
investors at little or no cost. Since 2009, the Foundation has awarded six Investor Advocacy
Clinic Program grants totaling $1.5 million. All clinics will become operational and service
clients throughout the year. The Foundation has not yet determined if additional grants will
be available through this program in 2011.
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Targeted Projects

With regard to targeted projects, the Foundation wiil again support existing projects: the Military
Financial Education Project; the Investor Protection Campaign; the Teen Financial Literacy
Project; and the College Student Debt Project. Additional projects may be considered
throughout the year.

Military Financial Education Project — As the Military Financial Education Project
approaches its fifth anniversary, we will continue implementing our three-pronged model
comprising research, partnerships and outreach to deliver high-quality information and tools.
Early in the year, we will publish results of the Military Financia! Confidencs Surveyand a
second survey of Thrift Savings Plan participation, both fielded in the fourth quarter of 2010.
Building on the results of the Military Financial Capability Survey, we will explore why
servicemembers incur high levels of debt and which interventions can help. We also will
engage in testing of the campaign's creative design and program messaging. Through a
new partnership with the National Guard Bureau Headquarters, we will significantly expand
our target audience. In addition, we will compiete a redesign of SaveAndinvest.org/Military
to meet the needs of servicemembers, military families and miiitary financial educators, who
serve as force multipliers for our campaign. We will aiso expand our corps of project
champions through train-the-trainer initiatives and enhanced spouse outreach, leverage our
partnership with Military Saves, and continue our outreach through face-to-face forums and .
other military events. Finally, we plan to continue building awareness of the campaign
through earmed media, paid advertising and outreach to leadership.

Investor Protection Campaign — Since the launch of the Investor Protection Campaign for
Older Investors (Campaign) with a two-city pilot in 2008, we have expanded our reach to
eight target states and added new national-level partners, including AARP, the U.S.
Securities and Exchange Commission, Stanford University and Better! nvesting. Our state
partners— including securities regulators, other state government agencies and nonprofit
organizations in Alabama, Colorado, Florida, Maine, North Carolina, Vermont, Washington
and West Virginia—continue to be an invaluable resource in helping to structure our
outreach and communications strategy customized to the needs of each unique market. In
2011, the Foundation will follow a consistent overalt strategy, while engaging additional state -
and national partners to further our reach to more senior investors nationwide. We will
launch the Research Center on the Prevention of Financial Fraud within the Stanford Center
on Longevity and continue our research on victim susceptibility with the Stanford University
Department of Psychology. We also will engage in testing of the campaign's program
messaging, particularly those used to engage investors in our events and in post-event
outreach opportunities. In conjunction with the Military Project team, we will complete a
redesign of SaveAndInvest.org/55Plus to meet the needs of older investors and project
partners. Further, we will continue to distribute and build upon existing educational
resources, including the curriculum, tookkit and documentary. Finally, we will leverage
national, state and local partnerships to expand the reach of the campaign by adding
additional partners, increasing our focus on grassroots outreach programs and refining
outreach strategies to maximize senior investor reach.

Teen Financial Literacy Project — The Foundation, Channel One and the Consumer
Federation of America will expand the roll-out of Generation Money: Improving the Financial
Literacy of America’s Teens during the first and second quarters of 2011, with production
assistance from CBS News. The continuation plan leverages deliverables prepared during
the first two years of the project, incorporates new narrative elements, includes the creation
and distribution of a second instructional poster, and makes use of Channel One’s various
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multimedia distribution mechanisms directly to schools. A new poster, showing how interest
charges exacerbate indebte dness, will be distributed to educators in the full network of
Channel One’s 7,938 middle and high schools beginning in the first quarter of 2011. The
originai poster, on saving with compound interest, will continue to be available upen request.
We will continue airing all existing public service announcements (PSAs), and develop one
new PSA extending the compound interest narrative. In addition, Channel One and CBS
News will produce and broadcast a series of feature-length and short-topic segments on
timely personal finance issues of importance and appeal to teens. For each feature-length
segment, educators in participating schoois will receive 2 brief discussion guide, which will.
allow the concepts infroduced by the segment to be integrated into structured classroom
conversations or related homework assignments. Viewer feedback will be collected to
determine student understanding of the financial literacy issues addressed by the segments,
the relative importance students assign to the topics covered, and their opinions about the
quality of the coverage. Following the initial broadcasts, the segments wiil be repackaged for
use by teachers, as well as the Foundation, its grantees, and its partners. All new and .
previously produced broadcast segments will be available on demand from the Generation
Money website, www.channelone.com/generationmoney, along with the PSAs, lesson
plans, and classroom discussion guides. Existing web interactives will be supplemented with
new quizzes and learning games. The project will akso introduce new program components
utifizing cell phones and social media. Finally, the project team will engage a third-party
research company to host oniine surveys and recruit nationally representative samples of
teens to measure project impact.

» Coilege Student Debt Project — The Foundation wiil continue to work with The institute for
College Access and Success (TICAS) to study coliege and university practices related to
private student loans. TICAS will finalize a publication on coliege and university practices
related to private student loans, with particular emphasis on upstream, proactive steps to
rein in risky borrowing. The report will identify examples from a variety of colleges (large and
small, public and private, four-year and two-year, nonprofit and for-profit) and analyze what
seems to be working—or not working—and why. Further, it will examine the need for data
improvements to ensure that stakehoiders have a reliable understanding of borrowing
practices. Following development of the report, the project team will design a campaign to
encourage colleges to help students and families make more informed borrowing decisions
by abiding by certain best practices and goais related to private student loans. Finally,
TICAS will create a conceptual framework outlining reasons and strategies to test the
effectiveness of, and improve, student loan counseling. This conceptual framework will
describe current federal student loan counseling requirements, both for entrance and exit
counseling, and why this area is ripe for assessment and improve ment. The framework will
consider the optimal timing, content, and delivery mechanisms for loan counseling.

Administrative Matters

Foundation staff will continue to work with the Board's Grant Oversight Committee to address
issues raised and enhancements recommended by FINRA’s Internal Audit team in the report
dated August 31, 2010. The Grant Oversight Committee’s recommendations have been
approved by the fuil Board, and the Foundation staff is following the draft procedures created by
the Committee. These draft procedures are expected to become permanent when they are
votedonin June 2011,
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lll. Summary of Receipts and Uses of Global Settlement Funds

The Foundation has received a cumulative total of approximately $55.0 million, excluding
interest, in Global Settlement Funds. The following summary table presents the receipts and
receivables, and expenses and commitments of the Global Settlement Funds as of December
31,2010. The 30% Foundation allocation (from funds contributed by FINRA) is not included in

this summary table.

Quarter Cumulative
December 31, 2010 Ended Year to Date to Date
{Doliars in thousands)

Receipts and Receivables; ,
Contributions Received % - $ - $ 55660
Dividend Income _ 1 2 4,286

Total Receipts and Receivables ‘ 1 2 58,946

Expenses and Commitments:

Grant Commitments Approved' 2,547 3,552 16,404
Targeted Projects Expenses? . 1,916 4,858 13,014

~ Approved Targeted Projects Remaining® 5,374 5374 5,374
General & Administrative Expenses 188 656 1,870

Total Expenses and Commitrnents ‘ 10,025 14,440 36,662

Net (Decrezse) Increase $ (10,024) 5 (14,438) % 23,284

* Grant Commitments Approved reflects the adjustment for either early termination of a grant or successtul completion of a
project for less than the original approved grant. Quarter ended and year to date amounts represent grants approved during
the current period. The cumulative to date amount includes both approved expenses where the grantee has fulfilled specific

conditions or milestones of the grant of $10.6 million, plus remaining approved grant commitmerts of $5.8 million.

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

3 Approved Targeted Project Remaining consists of approved amounts which have net yet been incurred. Project budgets are
approved on a calendar year basis; unused, approved amounis do not carry over into subsequent years, Cumulative to date
amount represents the 2011 budgets approved during December 2010 less spending incurred to date.

Receipts and Receivables

For the quarter ended December 31, 2010, the Foundation received approximately one
thousand doilars in dividend income on the Global Seitlement Funds. The Funds collected to
date are invested ina U.S. Treasury money market fund consistent with the Settlement order.

Since inception, FINRA has contributed $35.0 million in cash and has directed $7.2 million in
fines from FINRA settlements. In addition, FINRA has made non-cash contributions of media
advertising for $0.6 million and contributed services totaling $12.7 million.

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 2004 overall

operating budget. To ensure compliance with this requirement, FINRA management, on at least
an annual basis, reviews the balance of the FINRA-contributed funds as a percentage of
FINRA's operating budget for a given vear and determines whether the percentage continues to
be at least 1.9%. Upon performing this review as of December 31, 2010, management
determined that the balance of the FINRA contributed-funds as a percemage of FINRA's
operating budget exceeded the minimum requirement.
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Grant Commitments

The Board approves grants under various grant programs aimed at accomplishing 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
Beard.

During the quarter ended December 31, 2010, the Board approved & total of $3.9 million to fund
34 additional grants, of which $2.7 million (70%) was allocated to the Global Settlement Funds
and $1.2 million (30%) was allocated to Other Foundation Funds. Offsetting this approved
funding was the early termination of one grant and completion of one project for less than the
originai approved grant which reduced totai grant commitments by $0.3 million, of which $0.2
million was allocated to the Funds.

Since receipt of the Global Settlement Funds in 20086, the Board has approved 130 grants
totaling $23.8 million. Of this amount, $16.7 million (70%) was allocated to the Giobal _
Settlement Funds and $7.1 million (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, 2010.

Approved Crants Grant Program Expsnse
Quarter . Committed
December 31, 2010 No. Amount Ended Yearto Date  Prior Years Other’ Balance
(Approved 2006 or later) (Dolfars in thousands}
(70%;} Global Setflement Funds:
General Grant Program 33 $ 9,070 $ (443 5 (1,809) $ {4651 $ 1 $ 28N
Improving Disclosure to Investors 3 762 - {115) (559) (88)
Life-Cycle Investing Program 2 620 (69) (69) {360) (191) -
Library Grant Program : 64 3,284 (255) (1,051} (1,096} - 1,137
United Way Grant Program 22 1,896 . - (524) - - 1,372
Investor Advocacy Clinic 8 1,050 (70) (280) (70) - 700
Total 130 18,882 (837) (3.848) (8,738) (278) 5,820
(Approved 2006 or later)
{30%) Cther Foundation Funds: )
General Grant Program 3,886 (189 (774) (1,993) - 1,119
Improving Disclosure to Investors 326 - (49) {239) (38) -
Life-Cycle Investing Pragram . 268 {30) (30) (154) (82) -
Library Grant Program 1,407 (109) (450) (4700 - 487
United Way Grant Program 813 - (225) - - 588
Investor Advocacy Clinic : 450 (30) (120} (3%) - 300
Totai 7,148 . (358) (1,648} (2.886) (120} 2,494
{Approved 2004-2005)
{100%) Cther Foundation Funds:
General Grant Program 19 3,504 - (32) {2,933} (539) -
Improving Disclosure to Investors 2 407 - - {367) (40) -
Young Adults Program 6 993 {10} (37) (871} (48) 37
Total 27 4,804 {10} (69) (4,171) (627) 37
Grand Total 157 $ 28,734 $ (1.205) $ (5565) & (13,793) $(1,025) $ 8357

' Cther reflects the adjustment for either early termination of a grant or successfui 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 the following targeted projects: (1) the
Miiitary Financial Education Project, (2) the Investor Protection Campaign, (3) the National
Financia! Capabiiity Study, (4) the Teen Financial Literacy Project and (5) the College Student
Debt Project.

tthe October 15, 2010 meeting, the Board approved the continuation of the Teen Fina ncial
Literacy Project into 2011, at a cost not to exceed $0.6 million, of which $0.5 miilion was
allocated to the Global Settlement Funds.

tthe December 14, 2010 meeting, the Board approved the 20711 budgets for the Military
Financial Education Project and the Investor Protection Campaign totaling $7.3 million. Of this
amount, $5.1 million was allocated to the Global Settlement Funds—3$2.+ million for the Military
Financial Education Project and $3.0 million for the Investor Protection Campaign.

» Military Financial Education Project — During the quarter ended December 31, 2010, the
Foundation incurred $0.8 million on initiatives related to the Military Financial Education
Project qualified for the Global Settle ment Fund allocation, which includes the Foundation's
ongoing outreach to deliver financial education tools and training to military service
members and their families through a variety of programs and initiatives.

» Investor Protection Campaign ~ During the quarter ended December 31, 2010, the
Foundation incurred $0.9 million on initiatives related to the Investor Protection Campaign
qualified for the Global Settlement Fund allocation. The Investor Protection Campaign aims
to reduce the incidence of investment fraud among older investors.

+ National Financial Capability Study — During the quarter ended December 31, 2010, the
Foundation incurred $0.1 million on initiatives related to the National Financial Capability
Study which is a baseline study measuring the ability of Americans to ma nage their money.
Per the Board's direction, expenses related to this project are not allocated to the Global
Settlement Funds.

« Teen Financial Literacy Project — During the quarter ended December 31, 2010, the
Foundation incurred $0.2 million in expenses on initiatives qualified for the Global
Settlement Fund allocation related to Generation Money: Improving the Financial Literacy of
America’s Teens. : -

» College Student Debt Project — During the quarter ended December 31, 2010, the
Foundation did not spend any of the approved Global Settlement Fund allocated to the
College Student Debt Project. This project focuses on ide ntifying ways to help students
make better borrowing decisions fo meet college expenses.
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Targeted Projects (continued)

The following table summarizes targeted project spending qualified for the Global Settlernent
Fund allocation as of December 31, 2010.

December 31, 2010

(70%) Global Settlement Funds

Military Financial Education Project
Investor Protection Campaign
Teen Financial Literacy Project
College Student Debt Project

Total

{30%) Other Foundation Funds

Military Financial Education Project
Investor Protection Campaign
Teen Financial Literacy Project
College Student Debt Project

Total

(100%) Other Foundation Funds:

Military Financial Education Project
National Financial Capability Study
Total

Grand Total

The following table summarizes net rémaining approved spending qualified for the Global
Settlement Fund allocation for targeted projects as of December 31, 2010.

December 31,2010
(70%) Global Settlement Funds

Military Financial Education Project
Investor Protection Campaign
Teen Financial Literacy Project

College Student Debt Project
Total

T Net amourts include the original amount approved less spending incurred to date.

Quarter Ended Yearto Date Prior Periods Total
(Dollars in thousands)
$ 831 § 2009 % 4,163 $ 6,172
893 2,337 3,498 5,835
192 491 495 986
- 21 - 21
1,916 4,858 8,156 13,014
357 862 1,775 2,637
381 1,001 1,483 2,484
82 210 212 422
- 9 - 9
820 2,082 3470 5,552
- - 8,156 © 8,156
72 202 871 1,073
72 202 9,027 9,229
3 2,808 $ 7,142  § 20,653 3 27,795
Rernaining
Net approved for Net Year to Net Prior Approved
Quarter Ended’ Date’ Periods’ Balance
' (Dollars in thousands)
$ 2,116 % 2,118 $ 5 2,116
2,975 2,975 2,975
262 262 282
21 21 21
$ 5,374 5 5,374 3 $ 5,374
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General and Administrative Expenses

Generaland Administrative Expenses, which consist of program related and other costs of
operating the Foundation, are allocated between the Global Settlement Funds and Other
Foundation Funds using the above referenced 70% / 30% allocation, 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, 2010.

Cumulative
December 31, 2010 Quarter Ended Year to Date 10 Date
(Doflars in thousancs)

General and Administrative Expenses:

Program related:
Grant Administration’ $ 129 % 335 § 1035
Symposia® 22 149 265
Marketing and Advertising® . 4 70
Program Evaluation and Strategy* . - 42
Sub totai 143 488 1,412

Other. ‘
Contract Services® o] 45 186
Travel and Meetings® 17 30 133
Postage, Printing and Cther” 19 93 1349
Subtotal . 45 168 458
Total $ 188 % 656 & 1,870

! Grant Administration expenses consist of incurred and accrued costs for the United Way, the American Library

Association and the National Endowment for Financial Education 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.

Symposia consist of cosis related to the social marketing symposium, excluding travel.

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

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

Contract Services consist of recurring legal, audit and consulting costs.

Travel and Meetings consist of related expenses incurred in managing active grant projects, attending symposia
and meeting with prospective grant appiicants as well as Board member travel.

Postage, Printing and Other consist of administrative postage, storage and shipping casts, printing and
publications cost, investment custody fees and miscellaneous expenses.

M

In addition, FINRA provides management oversight, program staff and certain administrative
services including legal, communications, financial, tax and treasury, to the Foundation at no
cost. For the quarter ended December 31, 2010, FINRA contributed services of approximately
$1.0 miilion.
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