" FEDERAL RETIREMENT THRIFT INVESTMENT BOARD
p 1250 H Street, NW  Washington, DC 20005

THRIFT
SAVINGS
PLAN

January 9, 2012

MEMORANDUM FOR BOARD MEMBERS KENNEDY, DUFFY, BILYEU,
MCCRAY, AND JONES

FROM: GREGORY T.LONG /7
EXECUTIVE DIRECTOR

SUBJECT: December 2011 Performance Review - G, F, C, S, |, and L Funds

INTRODUCTION

This report reviews key aspects of the investment performance of the G, F, C, S, |, and L Funds
through December 2011, investment manager performance and tracking error, trading costs, TSP fund
performance, and L Fund participation.

TRACKING ERROR - BlackRock Funds (BTC)

December Tracking Error

% BTC Fund % Index Tracking
Fund Performance Performance Error
Fixed Income 1.02 1.10 -0.08
Large Cap 1.03 1.02 0.01
Small Mid Cap -0.04 -0.05 0.01
International -2.03 -0.95 -1.08
2011 Tracking Error

% BTC Fund % Index Tracking
Fund Performance Performance Error
Fixed iIncome 7.89 7.84 0.05
Large Cap 213 2.11 0.02
Small Mid Cap -3.41 -3.76 0.35
International -11.79 12.14 0.35

The BlackRock U.S.Debt Index Fund E underperformed by 8 basis points in December,
primarily as a result of a secondary pricing source used on November 30. The BlackRock
Extended Equity Market Fund E outperformed by 35 basis points year to date, primarily as a
result of the optimization process. The BlackRock EAFE Equity Index Fund E underperformed
by 108 basis points in December, and by 35 basis points year to date, primarily as a result of fair
valuation on November 30, 2011, and tax effect, respectively.



Trading Costs

F Fund

December
Year-to-Date

C Fund

December
Year-to-Date

S Fund

December
Year-to-Date

| Fund

December
Year-to-Date

Dollar Amount Traded

602,323,805
6,986,399,542

1,175,948,107
20,196,553,416

762,546,855
14,674,556,442

727,976,756
11,096,602,344

Trading Costs

—$

547,965
3,640,652

(252,844)
3,104,850

(241,397)
782,457

1,239,844
10,558,137

Basis Points

9.1
5.2

2.2)
1.5

(3.2)

17.0
9.5



G Fund

The following table compares the G Fund rate to be paid in the month noted to the 3 month
Treasury bill, the 10 year Treasury note and the 30 year Treasury bond at the time the rate was set.

G Fund 3-month T-bill 10 year T-note 30 year T-bond

2012
January 1.50% 0.01% 1.88% 2.90%

2011
December 1.75% 0.00% 2.07% 3.06%
November 1.75 0.00 2.1 3.13
October 1.63 0.02 1.92 291
September 1.88 0.01 2.22 3.60
August 2.25 0.09 2.80 4.12
July 2.63 0.02 3.16 4.37
June 2.50 0.06 3.06 423
May 2.88 0.05 3.29 4.40
April 3.00 0.09 3.47 4.51
March 3.00 0.14 3.43 4.50
February 2.88 0.15 3.37 4.57
January 2.88 0.13 3.30 4.34

2010
December 2.38% 0.17% 2.60% 4.11%
November 2.13 0.12 2.60 3.98
October 2.13 0.16 2.51 3.69
September 213 0.14 247 3.52
August 2.50 0.15 2.91 3.99
July 2.63 0.17 2.93 3.89
June 2.88 0.16 3.29 4.21
May 3.25 0.16 3.66 4.52
April 3.38 0.14 3.83 4.71
March 3.13 0.13 3.61 4.56
February 3.13 0.08 3.59 4.49
January 3.50 0.08 3.84 4.64



Performance of TSP Funds

The chart below shows the G, F, C, S, and | Fund net rates of return.

TSP Fund Total Returns
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The table below compares the net rates of return for the F, C, S, and | Funds to the returns of

the corresponding BlackRock funds.

December

Total Return %

Fund ISP BTC Difference
Fixed Income 1.01 1.02 -0.01
Large Cap 1.04 1.03 0.01
Small Cap -0.04 -0.04 0.00
International -2.03 -2.03 0.00
2011

Total Return %

Fund TSP BTC Difference
Fixed Income 7.89 7.89 0.00
Large Cap 2.1 213 -0.02
Small Cap -3.38 -3.41 0.03
International -11.81 -11.79 -0.02

1.10
1.02
-0.05
-0.85

Index

7.84
2.11
-3.76
-12.14

The TSP Funds closely tracked the BTC Funds for the month and year-to-date.




L Funds

The net rates of return for the L Funds are shown below along with comparable returns for
the G, F, C, S, and | Funds.

L Funds vs. Underlying Funds December 2011
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THRIFT SAVINGS PLAN MONTHLY INVESTMENT ACTIVITY

Attachment 1 provides a summary of TSP investment activity and participation rates.

« Contributions to the TSP exceeded $25 billion in 2011; the annual level of contributions in 2011
was the highest ever, and represents more than a 3% increase from 2010. (p.7.)

* Interfund transfers increased in 2011 to the highest level since introduction of transaction
restrictions in 2008. (p.7.)

PROXY VOTING

An audit of BTC's proxy votes voting conducted by RiskMetrics Group found no exceptions to BTC's
established guidelines during the third quarter of 2011. A copy of the audit report is provided as
Attachment 2. RiskMetrics’ audit report for the fourth quarter of 2011 is not yet available.

RECOMMENDATION

The G Fund investments produce long-term yields while incurring no market risk. | recommend
reaffirmation of the current G Fund policy of investing solely in short-term maturities.

The F, C, S, and | Funds have tracked their respective indices and have incurred low trading costs.
| recommend reaffirmation of the current F, C, S, and | Fund investment policies.

WHEREAS the Federal Employees' Retirement System
Act of 1986, as amended (5 U.S.C. § 8401 -- et seq.)
provides that the Board members shall establish
policies for the investment and management of the
Thrift Savings Fund (5 U.S.C. § 8472(f) (1) and (2)); and

WHEREAS the Board members at this meeting have
reviewed the investment performance and investment
policies of the Government Securities Investment
Fund, the Fixed Income Index Investment Fund, the
Common Stock Index Investment Fund, the Small
Capitalization Stock Index Investment Fund, and

the International Stock Index Investment Fund; and

WHEREAS the Board members are satisfied with the
investment performance and investment policies of
these Funds;

NOW THEREFORE BE IT RESOLVED that the current
investment policies for the Government Securities
Investment Fund, the Common Stock Index Investment
Fund, the Fixed Income Index Investment Fund, the
Small Capitalization Stock Index Investment Fund, and
the International Stock Index Investment Fund are
affirmed without change.

Attachment
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Attachment 2

An MSCI Brand

October 12, 2011

Mr. Chad Spitler

Director

PMG - Corporate Governance
BiackRock

400 Howard Street

San Francisco, CA 94105

Dear Chad,

Enclosed are the results of our review of proxy votes by BlackRock for the 3" quarter of 2011.
Our review found that there were no exceptions to policy over this period.

Best regards,

Fassil G. Michae
Executive Director, Head of Custom Research

fgm/awk/encl.

cc: Richard Reynics, Ryan Myers, Vincent Lam, Cassandra Traeger, Adrian Kosinda

2099 Gaither Road, Rockville, MD 20850-4045, T: +1 301, 556.0500, F: +1 301 §56.0491
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An MSCI Brand

MEMORANDUM

The results of our review of BlackRock’s 3" quarter proxy voting are as follows:
. Votes at 39 meetings were examined.

. Votes at 15 of the 39 meetings were for directors, auditors, and/or management
say-on-pay (MSOP) only.

° At the 24 remaining meetings, there were 37 non-director/auditor/MSOP
proposals. The following table illustrates the votes involved by proposal type:

Proposal Votes

Executive stock option plan 10
Non-executive stock option plan 2
Employee share purchase plan 1
Section 162(m) 1
Increase in common stock 2
Increase in preferred stock 1
Issue shares in connection with acquisition 1
Reverse stock split 2
Approve convertible debentures 1
Approve conversion of securities 3
Approve sale of assets under net asset value 1
Merger and/or reorganization 3
Adjourn meeting 5
Adopt majority voting for uncontested election 1
of directors

Other business 2
Shareholder proposal 1
Total: 37

2099 Galther Road, Rockville, MD 20850-4045, T: +1 301. 556.0500, F: +1 301 556.0491
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There were 10 votes cast on executive stock option plans:

a) 8 votes were cast in favor of the plans (80 percent);
b) 2 votes were cast against the plans (20 percent); both plans were opposed due
to the ability to reprice options without prior shareholder approval.

There were 2 votes cast on non-executive stock option plans; the votes were cast
in favor of the plans.

There were 2 votes cast on increases in authorized common stock; the votes were
cast in favor of the authorizations.

There were 4 votes cast on mergers and/or major corporate transactions; the votes
were cast in favor of the transactions.

There was 1 vote cast on a shareholder proposal which included a proposal to
prepare sustainability report; the vote was cast against the proposal.

There were 18 votes cast on management advisory votes on executive
compensation; the votes were cast in favor of the advisory votes.

There were 2 votes cast on management advisory votes on golden parachute
compensation; the votes were cast in favor of the proposals.

There were no exceptions to policy this period.
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