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* FEDERAL RETIREMENT THRIFT INVESTMENT BOARD
-~ 77 K Street, NE Washington, DC 20002

July 30, 2012

*
THRIFT SAVINGS PLAN

| am responding to your request, dated June 24, 2012, received by the Fed-
eral Retirement Thrift Investment Board (Agency) on July 06, 2012, in which you
made a request for records under the Freedom of Information Act (FOIA), 5 U.S.C.
§ 552, as amended. Your request and our response are set forth below:

Request

A copy of the FRTIB meeting minutes for the meeting during calendar years
2000 and 2001.

Response

Enclosed is a disk containing a PDF version of all Board meetings from
years 2000 and 2001.

If you have any questions, you may contact me at 202-942-1660 or

Amanda.haas@tsp.gov.
Sincerely, { :

Amanda P. Haas
FOIA Officer




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

THRIFT
SAVINGS
PLAN

MINUTES OF THE MEETING OF THE BOARD MEMBERS

January 10, 2000

James H. Atkins, Chairman of the Federal Retirement Thrift
Investment Board, convened a telephone meeting of the Board mem-
bers on January 10, 2000, at 10:00 a.m. Eastern Standard Time.
The meeting was open to the public at the Board's offices at 1250
H Street, N.W., Washington, D.C. 1In attendance were Scott B.
Lukins of Washington, member; Sheryl R. Marshall of Massachu-
setts, member; Jerome A. Stricker of Kentucky, member; Thomas A.
Fink of Alaska, member; Roger W. Mehle, Executive Director; and
Elizabeth S. Woodruff, Secretary.

1. Approval of the minutes of the December 13, 1999,
Board member meeting.

Chairman Atkins entertained a motion for the approval
of the minutes of the December 13, 1999, Board member meeting.
The following motion was made, seconded, and adopted:

MOTION: That the minutes of the Board member
meeting held on December 13, 1999, be approved.

2. Thrift Savings Plan activity report by the Executive
Director.

a. New system development.

Senior Board officials and American Management
Systems (AMS) held a meeting on January 6, 2000, to determine
whether AMS would be able to meet the planned May 1, 2000, imple-
mentation date for the Board’s new record keeping system. AMS
advised that, due to recent delays it had experienced in prepar-
ing scripts for system testing, implementation should be de-
ferred. After evaluating the AMS recommendation, the Board
concurred that deferral was necessary and established a new
implementation date of October 1, 2000. The choice of October
2000 was strongly influenced by the expected effective date of
H.R. 208, pending legislation that, if enacted, would permit the
TSP to accept transfers from certain other retirement savings
plans and would eliminate the six- to twelve-month eligibility
waiting period. The Board will issue a press release to this
effect on January 11, 2000, and a letter to all Plan participants
later in the week.



b. TSP expenses.

Mr. Mehle reported that the expense ratio in 1999
for each of the three investment funds was one basis point lower
than those of 1998, i.e., 5 basis points for the G Fund, 6 basis
points for the C Fund, and 7 basis points for the F Fund.

c. Legislation.

(1) Uniformed services participation in the Thrift

Savings Plan.

Neither the Administration nor the Department
of Defense has yet been able to advise the Board whether the
President’s fiscal year 2001 budget will include legislation
offsetting the cost of military participation in the TSP, as
required by the Defense Authorization Act for Fiscal Year 2000
for military TSP participants. Mr. Mehle did receive a letter
from the Under Secretary of Defense for Personnel and Readiness
saying the Department supported the idea of reserve participation
in the TSP as part of its “total force” concept, but the letter
failed to address any of the Board’s financial concerns about
such participation. The letter also did not say whether the
Department of Defense would be recommending cost-offsetting
legislation to the President.

(2) Schedule.

Congress will return for the second session of
the 106'" Congress on January 24, 2000. The President will
present his State of the Union address on January 27, 2000, and
his fiscal year 2001 budget on February 7, 2000.

Whereupon, there being no further business, the following
motion was made, seconded, and adopted without objection, and
Chairman Atkins adjourned the meeting at 10:35 a.m.

MOTION: That this meeting be adjourned.

&’\ "’QN}-\QSecretarJy ﬂ\g\/\{/o 27/( ¥/OO

Note: A verbatim transcript of this meeting was
made by BETA reporting services.



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

SAVINGS January 28, 2000

MEMORANDUM FOR BOARD MEMBERS ATKINS, LUKINS,
MARSHALL, STRICKER, AND FINK

FROM: ROGER W. M
EXECUTIVE CTOR
SUBJECT: Fourth Quarter 1999 Performance Review -

C, F, and G Funds

INTRODUCTION

The purpose of this report is to present key aspects of the
fourth quarter (October-December) and 1999 investment performance
of the C, F, and G Funds.

TRACKING
C Fund
TOTAL _RETURN (%) TRACKING ERROR (%)
Barclays Equity Index Fund
Equity Index Fund S&P 500 Index vs. Index
Fourth Quarter 14 .88 14.88 .00
1999 21.07 21.04 .03

As shown above, the Barclays Equity Index Fund fourth gquarter
total return tracked precisely the S&P 500 index. In 1999, the
Barclays Equity Index Fund outperformed the S&P 500 index by 3
basis points.

F Fund
TOTAL RETURN (%) __TRACKING ERROR(%)
Barclays U.S. Debt ILehman Brothers U.S. U.S. Debt Index Fund
Index Fund Aggregate Bond Index vs. Index
Fourth Quarter (.10%) (.12%) .02
1999 (.83%) (.82%) (.01)



The Barclays U.S. Debt Index Fund fourth quarter total re-
turn outperformed the LBA index by 2 basis points. In 1999, the
Barclays U.S. Debt Index Fund underperformed the LBA index by 1
basis point.

TRADING COSTS

C Fund
FOURTH QUARTER
TRADE TRADING COSTS SPREAD FROM RARCIAYS'
DATES $ BASIS POINTS AVERAGE COST OF 17 BASIS POINTS
10/07 12,460.67 0.9 (16.1)
10/15 145.89 0.0 (17.0)
10/22 16,018.32 1.4 (15.6)
10/29 (52,110.99) (2.1) (19.1)
11/15 (81,938.24) (5.0) (22.0)
11/30 8,087.69 1.5 (15.5)
12/28 243,958.40 5.7 (11.3)

Barclays reports the "all-in" trading cost figure (including
market impact) incurred for each Fund entry. The Equity Index
Fund has four principal trade dates each month. (The December 31
Equity Index Fund trade was replaced with a December 28 trade
because Barclays did not want the settlement for the end-of-year
trade to cross year-end because of Y2K concerns; the December 28
trade settled on December 31.) Five of the 12 trades during the
fourth quarter were fully crossed within the Equity Index Fund
(i.e., these entries involved zero trading costs) and are not
shown above.

The October 29 sale and the November 15 purchase incurred
negative trading costs. Negative trading costs occur in guaran-
teed program trades when the broker is able to execute the trade
at prices below (for a purchase) or above (for a sale) the clos-
ing prices on the trade date. The stocks purchased or sold go
into or out of the Equity Index Fund at the closing prices on the
trade date, so that no tracking error relative to the S&P 500 in-
dex is created. The spread between the executed prices and the
closing prices is split between the broker and Barclays. Bar-
clays' share of the spread is allocated pro rata among the trans-
acting clients, resulting in negative trading costs.

In 1999, $4.4 billion (net of sales) was invested in the
Equity Index Fund. Of the 18,601,302 units traded in the C Fund
in 1999, 6,847,291 (36.8%) were traded cost-free. Those that
were not traded cost-free incurred both positive and negative
trading costs that, together with the cost-free trades, resulted
in a net total cost for the 48 trades in 1999 of 0.0 basis
points.



F_Fund

FOURTH QUARTER

TRADE TRADING COSTS SPREAD FROM RARCLAYS'
DATES s BASIS POINTS AVERAGE COST OF 15 BASIS POINTS
10/29 939.26 0.4 (14.6)
11/15 8,285.63 2.5 (12.5)
11/30 (1,936.41) (0.6) (15.6)
12/15 (15,379.20) (1.4) (16.4)

The U.S. Debt Index Fund usually has two trade dates each
month, but in December 1999 the U.S. Debt Index Fund only traded
once (on December 15) because of Barclays' Y2K-related concerns
with an end-of-year trade. One of the five trades during the
fourth quarter was fully crossed within the U.S. Debt Index Fund.

The November 30 and December 15 sales incurred negative
trading costs. Negative trading costs occur in the U.S. Debt
Index Fund primarily when Barclays executes trades in the bond
market before 3 p.m., when Lehman Brothers prices the securities
in the index. 1If Barclays sells securities at prices higher than
the 3 p.m. prices, the result is negative trading costs.

In 1999, $47.6 million was redeemed from the U.S. Debt Index
Fund. Of the 22,187,602 units traded in the F Fund in 1999,
4,865,082 (21.9%) were traded cost-free. The total cost of the
23 trades in 1999 was 2.7 basis points.

PERFORMANCE

Attachments 1 and 2 show the C, F, and G Fund total net
rates of return for the fourth quarter and 1999, respectively,
computed in accordance with the Board's earnings allocation
procedures. Attachments 3 and 4 compare fourth quarter and 1999
C and F Fund net returns to Barclays Equity Index Fund and U.S.
Debt Index Fund returns, respectively.

Attachment 5 provides the C, F, and G Fund total net rates
of return and expense ratios for the four quarters and 1999.

C Fund

The fourth quarter total gross C Fund return of 14.88%
tracked precisely the Barclays Equity Index Fund return of
14.88%. The 1999 gross C Fund return of 21.01% underperformed
the Barclays Equity Index Fund return of 21.07% by 6 basis
points. The Barclays Equity Index Fund monthly returns are time-
weighted, while the C Fund monthly returns are dollar-weighted.
This factor, together with the fact that the C Fund return is
based on the Board's earnings allocation algorithm, explains why

-3 -



the 1999 C Fund return was 6 basis points lower than the 1999
Equity Index Fund return.

The C Fund expense ratio (defined as accrued administrative
expenses, including management fees, divided by the average of
monthly balances used in earnings allocation) for the fourth
quarter was .01%. The 1999 C Fund expense ratio was .06%. The
1999 C Fund accrued investment management fee was $2,445,391.66.

F Fund

With a total gross return of (.08%) in the fourth quarter,
the F Fund outperformed the Barclays U.S. Debt Index Fund return
of (.10%) by 2 basis points. The 1999 gross F Fund return of
(.78%) outperformed the Barclays U.S. Debt Index Fund return of
(.83%) by 5 basis points. Like the C Fund, the F Fund monthly
returns are dollar-weighted, and the U.S. Debt Index Fund monthly
returns are time-weighted. This factor, together with the fact
that the F Fund return is based on the Board's earnings allocation
algorithm, explains why the 1999 F Fund return was 5 basis points
higher than the 1999 U.S. Debt Index Fund return.

The fourth quarter F Fund expense ratio was .01%. The 1999
F Fund expense ratio was .07%. The 1999 F Fund accrued investment
management fee was $613,310.11.
G _Fund

The nominal statutory G Fund interest rates (expressed on an
annual basis) for the fourth quarter were as follows:

October 6.250%
November 6.250%
December 6.375%

The fourth quarter G Fund gross return was 1.60%, while the
1999 gross G Fund return was 6.04%. The fourth quarter G Fund
expense ratio was .01%. The 1999 G Fund expense ratio was .05%.
As reflected in Attachment 6, the spread between nominal G Fund
rates and coupon yield equivalents of average daily closing bid
yields of 3-month Treasury bills averaged 1.11% in 1999.

Other Indexes

Attachment 7 compares the returns of various equity and
fixed-income indexes with the S&P 500 index and the LBA index,
respectively, for the four quarters and 1999. The equity index
returns include the Wilshire 4500, Wilshire 5000, Russell 1000,
Russell 3000, and EAFE indexes. The fixed-income index returns
include the Salomon Smith Barney Broad Investment Grade index, as
well as the narrower Lehman Brothers and Salomon Smith Barney
indexes, which exclude mortgage-backed securities.



1999 Thrift Savings Plan Monthly Investment Activity

Attachment 8 provides a monthly summary of TSP investment ac-
tivity, participation rates, and monthly returns in the C, F, and
G Funds.

RECOMMENDATION

The Barclays Equity Index Fund and U.S. Debt Index Fund con-
tinue to track their respective indexes as we expected, and have
incurred trading costs below Barclays' average expected costs.
Based on the Barclays Equity Index Fund and U.S. Debt Index Fund
performance and the C and F Fund performance discussed above, I
recommend reaffirmation of the current C and F Fund investment
policies. ‘

The G Fund continues to outperform short-term Treasury secu-
rities, as reflected in Attachment 6. Given the G Fund's perfor-
mance and for the reasons stated in the April 23, 1993, G Fund
investment policy memorandum to the Board members, I recommend
reaffirmation of the current G Fund policy to invest solely in
short-term securities.

Attachments



Attachment 1

Investment Fund Total Returns*
October - December 1999
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Attachment 2

Investment Fund Total Returns*
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Attachment 3

C and F Fund Total Returns* vs. Barclays
October - December 1999
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Attachment 4

C and F Fund Total Returns™ vs. Barclays
1999
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THRIFT SAVINGS

Balances {

FUND STATISTICS

$ millions)

9/30/99 10/31/99 11/30/99
G Fund $30,558 $31,018 $31,565
C Fund 50,671 53,981 55,222
F Fund 4,080 4,092 4,103
Returns for Twelve Months Ended
9/30/99 10/31/99 11/30/99
G Fund 5.66% 5.78% 5.88%
C Fund 27.74% 25.56% 20.79%
F Fund (.43%) .47% (.10%)
Number of Participants (000's)
9/30/99 10/31/99 11/30/99
FERS Contributors 1,271 1,262 1,255
FERS Non-
contributors 201 199 200
TOTAL 1,472 1,461 1,455
Participation
Rate 86.3% 86.4% 86.3%
CSRS Active 640 636 632
Inactive 340 348 352
TOTAL ACCOUNTS 2,451 2,445 2,438
Loans
9/30/99 10/31/99 11/30/99
Number of Loans
Outstanding 592,336 600,753 605,996
Loans Outstanding
($ millions) 2,970 2,995 3,009
EXPENSE RATIO
Gross Net*
1988 .67% .34%
1989 .43% .21%
1990 .26% .11%
1991 .23% .13%
1992 .20% .13%
1993 .16% .12%
1994 .13% .10%
1995 L11% .09%
1996 .10% .08%
1997 .09% .07%
1998 .08% .06%
1999 (Jan.-Nov.) .06% .05%

*The net expense ratio is the gross expense ratio minus forfeitures,
and is the administrative charge to TSP participants. For example, in 1998
the .06% expense ratio represented a charge to participants of $0.60 for each
$1,000 of their TSP account balances.






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

THRIFT
SAVINGS
PLAN

MINUTES OF THE MEETING OF THE BOARD MEMBERS

February 14, 2000

James H. Atkins, Chairman of the Federal Retirement Thrift
Investment Board, convened a telephone meeting of the Board mem-
bers on February 14, 2000, at 10:15 a.m. Eastern Standard Time.
The meeting was open to the public at the Board's offices at 1250
H Street, N.W., Washington, D.C. In attendance were Scott B.
Lukins of Washington, member; Sheryl R. Marshall of Massachu-
setts, member; Jerome A. Stricker of Kentucky, member; Thomas A.
Fink of Alaska, member; Roger W. Mehle, Executive Director; and
Elizabeth S. Woodruff, Secretary.

1. Approval of the minutes of the January 10, 2000,
Board member meeting.

Chairman Atkins entertained a motion for the approval
of the minutes of the January 10, 2000, Board member meeting.
The following motion was made, seconded, and adopted without
objection:

MOTION: That the minutes of the Board member
meeting held on January 10, 2000, be approved.

2. Labor Department audit briefing.

William H. Bailey, Jr., Chief, Division of FERSA
Compliance, attended the meeting as the representative of the
Department of Labor. Also in attendance were representatives
from the accounting firm of KPMG LLP, the Department’s contract
auditor, and Board staff. A list of attendees is attached.

Mr. Bailey provided the members with an overview of the
Department’s fiduciary compliance audit program for fiscal year
1999 and discussed some of the fiscal year 1999 audit findings.
The Department of Labor gave an overall “satisfactory” assessment
of the Thrift Savings Plan based on audits performed. (“Satis-
factory” is the highest assessment by the Labor Department.)
Diane Dudley, Partner, KPMG LLP, discussed the scope of the
planned fiscal year 2000 audit program.



3. Thrift Savings Plan activity report by the Executive
Director.

a. Legislation.

(1) Correction of retirement misclassification.

The Senate and the House of Representatives
have passed different versions of a bill to correct retirement
system misclassifications. The House returned the Senate bill to
the Senate based upon a technicality and no conference has been
scheduled. OPM and the Board prefer the Senate version.

(2) Rollovers to and immediate participation in
the Thrift Savings Plan.

Congresswoman Morella’s house-passed bill,
H.R. 208, has been referred to the Senate Committee on Governmen-
tal Affairs. The President proposed legislation similar to H.R.
208 in his fiscal year 2001 budget. The President’s proposal is
more favorable to employees, in that it would provide for immedi-
ate employer contributions, not only immediate employee contribu-
tions. Given the general support the provisions of H.R. 208
enjoy, Mr. Mehle expects some form of the legislation to be
enacted, with an effective date of October 1, 2000.

(3) Uniformed services participation in the Thrift
Savings Plan.

The President’s fiscal year 2001 budget did
not include legislation offsetting the cost of military partici-
pation in the TSP, as was required by the Defense Authorization
Act for Fiscal Year 2000 for military participation to become
effective. Mr. Mehle expects, however, that Congress may con-
sider TSP participation for the military in the National Defense
Authorization Act for fiscal year 2001, and that this time it
could also provide the funding for the program.

(4) Pension reform.

Many of the pension reform provisions that
were in last year’s tax bill that was vetoed by the President
have been included by the Senate in a bankruptcy reform bill.
The bankruptcy reform bill is controversial, however, and its
fate is therefore uncertain.



b. New system development.

The Board has communicated with TSP participants
its decision to defer implementation of the new record keeping
system to October 2000 in order to permit adequate system test-
ing. The Board has received very little comment from partici-
pants regarding this change. The status of the project will be
covered in detail at the March Board member meeting in New
Orleans.

4, Review of investment policy.

By memorandum dated January 28, 2000, Mr. Mehle pro-
vided the members with a report on the performance of the G, F,
and C Funds during the fourth quarter of 1999. After Mr. Mehle
briefed the members on this report, the following resolution was
made, seconded, and adopted by unanimous vote:

RESOLUTTION

WHEREAS the Federal Employees’ Retirement
System Act of 1986, as amended (5 U.S.C. 8401
et seqg.) provides that the Board members
shall establish policies for the investment
and management of the Thrift Savings Fund and
shall review the performance of investments
made for 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 of
the Government Securities Investment Fund,
the Common Stock Index Investment Fund, and
the Fixed Income Index Investment Fund, as
well as the investment policies for the Gov-
ernment Securities Investment Fund (estab-
lished at its January 23 and August 24, 1987,
meetings), the Common Stock Index Investment
Fund (established at its meeting on May 29,
1987), and the Fixed Income Index Investment
Fund (established at its meetings on June 22
and July 27, 1987; and May 21, 1990); 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 Secu-
rities Investment Fund, the Common Stock
Index Investment Fund, and the Fixed Income

Index Investment Fund are affirmed without
change.

Whereupon, there being no further business, the following
motion was made, seconded, and adopted without objection, and
Chairman Atkins adjourned the meeting at 11:30 a.m.

MOTION: That this meeting be adjourned.

4 Secretary
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Attachment

Note: A verbatim transcript of this meeting was
made by BETA reporting services.



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

SAVINGS January 28, 2000
PLAN

MEMORANDUM FOR BOARD MEMBERS ATKINS, LUKINS,
MARSHALL, STRICKER, AND FINK

FROM: ROGER W. M
EXECUTIVE CTOR
SUBJECT : Fourth Quarter 1999 Performance Review -

C, F, and G Funds

INTRODUCTION

The purpose of this report is to present key aspects of the
fourth quarter (October-December) and 1999 investment performance
of the C, F, and G Funds.

TRACKING
C_Fund
TOTAL RETURN (%) TRACKING FRROR (%)
Barclays Equity Index Fund
Equity Index Fund S&P 500 Index vs. Index
Fourth Quarter 14.88 14.88 .00
1999 21.07 21.04 .03

As shown above, the Barclays Equity Index Fund fourth quarter
total return tracked precisely the S&P 500 index. In 1999, the
Barclays Equity Index Fund outperformed the S&P 500 index by 3
basis points.

F Fund
TOTAL RETURN (%) TRACKING ERROR (%)
Barclays U.S. Debt Lehman Brothers U.S. U.S. Debt Index Fund
Index Fund Agaregate Bond Index vs. Index
Fourth Quarter (.10%) (.12%) .02
1999 (.83%) (.82%) (.01)



The Barclays U.S. Debt Index Fund fourth quarter total re-
turn outperformed the LBA index by 2 basis points. In 1999, the
Barclays U.S. Debt Index Fund underperformed the LBA index by 1
basis point.

TRADING COSTS

C Fund
FOURTH QUARTER
TRADE TRADING COSTS SPREAD FROM BARCIAYS!
DATES __$ BASIS POINTS AVERAGE COST OF 17 BASIS POINTS
10/07 12,460.67 0.9 (16.1)
10/15 145.89 0.0 (17.0)
10/22 16,018.32 1.4 (15.6)
10/29 (52,110.99) (2.1) (19.1)
11/15 (81,938.24) (5.0) (22.0)
11/30 8,087.69 1.5 (15.5)
12/28 243,958.40 5.7 (11.3)

Barclays reports the "all-in" trading cost figure (including
market impact) incurred for each Fund entry. The Equity Index
Fund has four principal trade dates each month. (The December 31
Equity Index Fund trade was replaced with a December 28 trade
because Barclays did not want the settlement for the end-of-year
trade to cross year-end because of Y2K concerns; the December 28
trade settled on December 31.) Five of the 12 trades during the
fourth quarter were fully crossed within the Equity Index Fund
(i.e., these entries involved zero trading costs) and are not
shown above.

The October 29 sale and the November 15 purchase incurred
negative trading costs. Negative trading costs occur in guaran-
teed program trades when the broker is able to execute the trade
at prices below (for a purchase) or above (for a sale) the clos-
ing prices on the trade date. The stocks purchased or sold go
into or out of the Equity Index Fund at the closing prices on the
trade date, so that no tracking error relative to the S&P 500 in-
dex is created. The spread between the executed prices and the
closing prices is split between the broker and Barclays. Bar-
clays' share of the spread is allocated pro rata among the trans-
acting clients, resulting in negative trading costs.

In 1999, $4.4 billion (net of sales) was invested in the
Equity Index Fund. Of the 18,601,302 units traded in the C Fund
in 1999, 6,847,291 (36.8%) were traded cost-free. Those that
were not traded cost-free incurred both positive and negative
trading costs that, together with the cost-free trades, resulted
in a net total cost for the 48 trades in 1999 of 0.0 basis
points.



F _Fund

FOURTH QUARTER

TRADE TRADING COSTS SPREAD FROM BARCTAYS'
DATES $ BASIS POINTS AVERAGE COST OF 15 BASIS POINTS
10/29 939.26 0.4 (14.6)
11/15 8,285.63 2.5 (12.5)
11/30 (1,936.41) (0.6) (15.6)
12/15 (15,379.20) (1.4) (16.4)

The U.S. Debt Index Fund usually has two trade dates each
month, but in December 1999 the U.S. Debt Index Fund only traded
once (on December 15) because of Barclays' Y2K-related concerns
with an end-of-year trade. One of the five trades during the
fourth quarter was fully crossed within the U.S. Debt Index Fund.

The November 30 and December 15 sales incurred negative
trading costs. Negative trading costs occur in the U.S. Debt
Index Fund primarily when Barclays executes trades in the bond
market before 3 p.m., when Lehman Brothers prices the securities
in the index. If Barclays sells securities at prices higher than
the 3 p.m. prices, the result is negative trading costs.

In 1999, $47.6 million was redeemed from the U.S. Debt Index
Fund. Of the 22,187,602 units traded in the F Fund in 1999,
4,865,082 (21.9%) were traded cost-free. The total cost of the
23 trades in 1999 was 2.7 basis points.

PERFORMANCE

Attachments 1 and 2 show the C, F, and G Fund total net
rates.of return for the fourth quarter and 1999, respectively,
computed in accordance with the Board's earnings allocation
procedures. Attachments 3 and 4 compare fourth quarter and 1999
C and F Fund net returns to Barclays Equity Index Fund and U.S.
Debt Index Fund returns, respectively.

Attachment 5 provides the C, F, and G Fund total net rates
of return and expense ratios for the four quarters and 1999.

C Fund

The fourth quarter total gross C Fund return of 14.88%
tracked precisely the Barclays Equity Index Fund return of
14.88%. The 1999 gross C Fund return of 21.01% underperformed
the Barclays Equity Index Fund return of 21.07% by 6 basis
points. The Barclays Equity Index Fund monthly returns are time-
weighted, while the C Fund monthly returns are dollar-weighted.
This factor, together with the fact that the C Fund return is
based on the Board's earnings allocation algorithm, explains why

s 3 =



the 1999 C Fund return was 6 basis points lower than the 1999
Equity Index Fund return.

The C Fund expense ratio (defined as accrued administrative
expenses, including management fees, divided by the average of
monthly balances used in earnings allocation) for the fourth
quarter was .01%. The 1999 C Fund expense ratio was .06%. The
1999 C Fund accrued investment management fee was $2,445,391.66.

F_Fund

With a total gross return of (.08%) in the fourth quarter,
the F Fund outperformed the Barclays U.S. Debt Index Fund return
of (.10%) by 2 basis points. The 1999 gross F Fund return of
(.78%) outperformed the Barclays U.S. Debt Index Fund return of
(.83%) by 5 basis points. Like the C Fund, the F Fund monthly
returns are dollar-weighted, and the U.S. Debt Index Fund monthly
returns are time-weighted. This factor, together with the fact
that the F Fund return is based on the Board's earnings allocation
algorithm, explains why the 1999 F Fund return was 5 basis points
higher than the 1999 U.S. Debt Index Fund return.

The fourth quarter F Fund expense ratio was .01%. The 1999
F Fund expense ratio was .07%. The 1999 F Fund accrued investment
management fee was $613,310.11.

G Fund

The nominal statutory G Fund interest rates (expressed on an
annual basis) for the fourth quarter were as follows:

October 6.250%
November 6.250%
December 6.375%

The fourth quarter G Fund gross return was 1.60%, while the
1999 gross G Fund return was 6.04%. The fourth quarter G Fund
expense ratio was .01%. The 1999 G Fund expense ratio was .05%.
As reflected in Attachment 6, the spread between nominal G Fund
rates and coupon yield equivalents of average daily closing bid
yields of 3-month Treasury bills averaged 1.11% in 1999.

Other Indexes

Attachment 7 compares the returns of various equity and
fixed-income indexes with the S&P 500 index and the LBA index,
respectively, for the four quarters and 1999. The equity index
returns include the Wilshire 4500, Wilshire 5000, Russell 1000,
Russell 3000, and EAFE indexes. The fixed-income index returns
include the Salomon Smith Barney Broad Investment Grade index, as
well as the narrower Lehman Brothers and Salomon Smith Barney
indexes, which exclude mortgage-backed securities.



1999 Thrift Savings Plan Monthly Investment Activity

Attachment 8 provides a monthly summary of TSP investment ac-
tivity, participation rates, and monthly returns in the C, F, and
G Funds.

RECOMMENDATION

The Barclays Equity Index Fund and U.S. Debt Index Fund con-
tinue to track their respective indexes as we expected, and have
incurred trading costs below Barclays' average expected costs.
Based on the Barclays Equity Index Fund and U.S. Debt Index Fund
performance and the C and F Fund performance discussed above, I
recommend reaffirmation of the current C and F Fund investment
policies. :

The G Fund continues to outperform short-term Treasury secu-
rities, as reflected in Attachment 6. Given the G Fund's perfor-
mance and for the reasons stated in the April 23, 1993, G Fund
investment policy memorandum to the Board members, I recommend
reaffirmation of the current G Fund policy to invest solely in
short-term securities.

Attachments



Attachment 1

Investment Fund Total Returns*®
October - December 1999
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Attachment 2

Investment Fund Total Returns”
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Attachment 3

C and F Fund Total Returns™ vs. Barclays
October - December 1999
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Attachment 4

C and F Fund Total Returns* vs. Barclays
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Attachment 5

1999 Investment Fund Total Returns* and Expense Ratios

C Fund F Fund G Fund |
Expense Expense Expense

Return Ratio’ Return Ratio Return Ratio

1st Quarter 5.00% .02% (:51%) .02% 1.28% .01%
(Jan - Mar)

2nd Quarter 7.02% .01% (.92%) .02% 1.43% 01%
(Apr - Jun)

3 Quarter (6.30%) .02% 67% .02% 1.56% .01%
(Jul - Sep)

4™ Quarter 14.87% 01% (-09%) 01% 1.59% .01%
(Oct - Dec)

“ 1999 20.95% .06% (.85%) .07% 5.99% .05%

* Net of Expenses



Attachment 6

G Fund Yield Advantage
April 1987 - December 1999
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_First Quarter
Second Quarter
Third Quarter
Fourth Quarter

1999

First Quarter
Second Quarter
Third Quarter
Fourth Quarter

1999

Lehman Brothers
U.S. Aggregate
Bond Index

(.50%)

(.88%)
.68%

(.12%)

(.82%)

1999 EQUITY AND FIXED-INCOME INDEX FUND RETURNS

S&P 500 Wilshire 4500
4.98% (.17%)
7.05% 11.54%
(6.24%) (6.17%)
14.88% 29.69%
21.04% 35.49%

EQUITY INDEX RETURNS

Wilshire 5000

3.77%

(6.61%)
18.27%

23.56%

Russell 1000

4.12%

(6.60%)
16.06%

20.91%

FIXED-INCOME INDEX RETURNS

Salomon
Smith Barney

Broad Index

(.46%)

(.93%)
.72%

(.16%)

(.83%)

Lehman Brothers
Govt./Corporate

Index

(1.19%)

(1.10%)
.54%

(.41%)

(2.15%)

Attachment 7

Russell 3000 EAFE
3.39% 1.32%
7.71% 2.45%
(6.58%) 4.36%
16.22% 16.97%
20.90% 26.72%

Salomon Smith Barney
Treasury/Govt.
Sponsored/
Corporate Index

(1.11%)

(1.17%)
.61%

(.37%)

(2.03%)



Attachment 8

1999 THRIFT SAVINGS PLAN MONTHLY INVESTMENT ACTIVITY

I

Average Account
FERS CSRS Balance Asset
Contributors | Contributors Allocation* Monthly TSP Interfund Transfer
with S in with S in (G/C/F Fund) Contributions Activity Monthly Refurns
C or F Fund C or F Fund * Excludes G Fund Only
# # Active Active G Fund C Fund F Fund G Fund C Fund F Fund #of G Fund C Fund F Fund
Month end | (000s) % | (000s)| % FERS CSRS (SMil) (SMit) (SMil) ($MiDh (SMil) (SMil) ITs (%) (%) (%)
01/31/1999 | 1,054 | 86% | 559 | 86% |29%/65%/6%]26%/69%/5%] $190.3 $385.1 $38.2 ($139.6) | ($136.8) $2.8 28,199 42 4.19 71
02/28/1999 | 1,078 | 87% | 561 | 87% |30%/64%/6%]26%/69%/5%]| $193.1 $403.0 $40.2 ($136.2) | (8137.3) (%1.1) 26,602 38 -3.09 -1.74
03/31/1999 | 1,076 | 87% | 559 | 87% |29%/65%/6%]25%/70%/5%] $193.3 $408.1 $40.7 $44.5 ($30.3) (814.2) 24,517 47 3.99 54
04/30/1999 | 1,075 | 87% | 558 | 87% |28%/66%/6%)|25%/70%/5%| $253.0 $516.2 $52.4 $2.6 $10.0 (812.6) 22,101 46 3.86 .29
05/31/1999 | 1,068 | 87% | 556 | 87% |29%/65%/6%)25%/70%/5%| $191.2 $404.0 $40.2 ($26.6) $55.5 ($28.9) 26,069 47 -2.36 -.89
06/30/1999 | 1,063 | 87% | 553 | 87% |28%/67%/5%|24%/71%/5%| $226.7 $497.9 $48.5 ($50.0) $96.6 (846.6) 38,350 49 5.54 -33
07/31/1999 | 1,099 | 87% | 560 | 88% ]29%/66%/5%|25%/70%/5%| $188.4 $411.8 $39.9 ($38.8) $88.5 (%$49.7) 28,471 52 -3.14 -43
08/31/1999 | 1,115 88% | 564 | 88% |29%/66%/5%|25%/70%/5%] $186.4 $427.2 $39.7 $36.3 $5.9 (342.2) 25,796 .53 -.50 -.05
09/30/1999 | 1,114 | 88% | 564 | 88% |30%/65%/5%|26%/69%/5%]| $234.9 $524.6 $49.2 $209.8 ($171.6) | ($38.2) 19,732 51 -2.78 1.15
10/31/1999 | 1,105 | 88% | 559 | 88% |29%/66%/5%|25%/70%/5%)| $196.4 $455.3 $42.3 $284.0 ($261.3) | ($22.7) 25,441 53 6.34 38
11/30/1999 | 1,100 | 88% | 557 | 88% 29%1/66%/5%]25%/71%/4%)| $215.5 $514.8 $46.5 $148.3 ($103.3) | ($45.0) 27,106 51 2.00 -01
12/31/1999 1,092 | 88% | 555 | 88% |27%/68%/5%|24%/72%/4%)| $186.5 $432.3 $39.8 ($276.0) | $427.0 ($151.0) | 47,680 54 5.90 ~-45




THRIFT SAVINGS FUND STATISTICS

Balances ($ millions)
10/31/99 11/30/99 12/31/99
G Fund $31,018 $31,565 $31,504
C Fund 53,981 55,222 59,188
F Fund 4,092 4,103 3,957
Returns for Twelve Months Ended
10/31/99 11/30/99 12/31/99
G Fund 5.78% 5.88% 5.99%
C Fund 25.56% 20.79% 20.95%
F Fund .47% (.10%) (.85%)
Number of Participants (000's)
10/31/99 11/30/99 12/31/99
FERS Contributors 1,262 1,255 1,245
FERS Non-
contributors 199 200 200
TOTAL 1,461 1,455 1,445
Participation
Rate 86.4% 86.3% 86.1%
CSRS Active 636 632 628
Inactive 348 352 356
TOTAL ACCOUNTS 2,445 2,438 2,430
Loans
10/31/99 11/30/99 12/31/99
Number of Loans
Outstanding 600,753 605,996 616,741
Loans Outstanding
($ millions) 2,995 3,009 3,043
EXPENSE RATIO
Gross Net*
1988 .67% .34%
1989 .43% 21%
1990 .26% .11%
1991 .23% .13%
1992 .20% 13%
1993 .16% .12%
1994 .13% 10%
1995 .11% 09%
1996 .10% 08%
1997 .09% .07%
1998 .08% .06%
1999 .07% .05%

*The net expense ratio is the gross expense ratio minus forfeitures,
and is the administrative charge to TSP participants.

the .05% expense ratio represented a charge to participants of $0.50 for each

$1,000 of their TSP account balances.

For example,

in 1999






FEDERAL RETIREMENT THRIFT INVESTMENT BOARD

e 1250 H Street, NW  Washington, DC 20005
THRIFT
e MINUTES OF THE MEETING OF THE BOARD MEMBERS

March 13, 2000

James H. Atkins, Chairman of the Federal Retirement Thrift
Investment Board, convened a meeting of the Board members on
March 13, 2000, at 9:00 a.m. Central Standard Time. The meeting
was open to the public at the National Finance Center, New
Orleans, Louisiana. In attendance were Scott B. Lukins of
Washington, member; Sheryl R. Marshall of Massachusetts, member
(by telephone); Jerome A. Stricker of Kentucky, member; Thomas A.
Fink of Alaska, member; Roger W. Mehle, Executive Director; and
Elizabeth S. Woodruff, Secretary. Also in attendance at this
meeting were the officials from the Department of Agriculture and
the Board whose names are set out in the attached agenda.

1. Staff briefing and demonstrations.

The Chief Financial Officer of the Department of
Agriculture, the Director of the National Finance Center, and
members of their staff welcomed the Board members and staff to
the National Finance Center. The members and other meeting
attendees then received briefings from the staff of the Board and
of the National Finance Center on the new Thrift Savings Plan
record keeping system project. In addition, the Board members
viewed demonstrations of the new TSP imaging system and the data
entry and participant service modules. (After the meeting was
adjourned, the members also toured the computer center to observe
the new TSP system hardware.)

2. Approval of the minutes of the February 14, 2000, Board
member meeting.

Chairman Atkins entertained a motion for the approval
of the minutes of the February 14, 2000, Board member meeting.
The following motion was made, seconded, and adopted without
objection.

MOTION: That the minutes of the Board member
meeting held on February 14, 2000, be approved.

3. Thrift Savings Plan activity report by the Executive
Director.

a. Legislation.

(1) Correction of retirement misclassification.



The Senate and the House of Representatives
have passed different versions of a bill to correct retirement
system misclassifications. The House returned the Senate bill to
the Senate based on a technicality, and no conference has been
scheduled. OPM and the Board prefer the Senate version.

(2) Rollovers to and immediate participation in
the Thrift Savings Plan.

Congresswoman Morella’s House-passed bill,

H.R. 208, has been referred to the Senate Committee on Governmen-
tal Affairs. The President proposed legislation similar to H.R.
208 in his fiscal year 2001 budget. The President’s proposal is
more favorable to employees, in that it would authorize not only
immediate employee contributions but immediate employer contribu-
tions as well. Given the general support the provisions of H.R.
208 enjoy, Mr. Mehle expects some form of the legislation to be
enacted, with an effective date of October 1, 2000.

(3) Pension reform.

Many of the pension reform provisions in last
year’s tax bill, which was vetoed by the President, have been
included by the Senate in a bankruptcy reform bill and by the
House in a minimum wage bill. Both bills are controversial,
however, and the fate of pension reform for this session is
uncertain.

b. New system development.

Mr. Mehle advised the Board members regarding re-
cent correspondence to and from AMS regarding project management
and cost control. The Board has asked the Defense Contract Audit
Agency (DCAA) to perform an audit of AMS’s costs incurred for
Phases 3 and 4 through February 29, 2000.

4., C and F Fund manager evaluation and selection criteria.

By memorandum dated February 25, 2000, Mr. Mehle pro-
vided the members with recommendations on basic criteria for the
selection of C and F Fund managers. The current investment
management contracts for the C and F Funds with Barclays (entered
into in 1995) expire on December 31, 2000. After Mr. Mehle
briefed the members on the proposed criteria, the following
motion was made, seconded, and adopted by unanimous vote:



MOTION: That the Board approve the criteria for
the selection of C and F Fund managers as pre-
sented in the Executive Director’s February 25,
2000, memorandum to the members.

5. Annuityv vendor evaluation and selection criteria.

The Board’s contract with Metropolitan Life to furnish
annuities under a master annuity contract will also expire on
December 31, 2000. 1In advance of this meeting, Mr. Mehle pro-
vided the members with a memorandum that outlines the proposed
approach for evaluating and selecting an annuity vendor. After
the members and Mr. Mehle discussed this memorandum, the follow-
ing motion was made, seconded and adopted by unanimous vote:

MOTION: That the Board approve the annuity ven-
dor evaluation and selection approach as presented
in the Executive Director’s February 25, 2000,
memorandum to the members.

Whereupon the following motion was made, seconded, and
adopted without objection, and Chairman Atkins adjourned the
meeting at 12:20 p.m.

MOTION: That this meeting be adjourned.

(v\ u\AJW

i} Secretary
q.!\olmb
Attachments: Board meeting agenda.

Executive Director’s February 25, 2000, memoranda
to Board members; Subject: Criteria for Selection
of Common Stock Index Investment Fund © Fund) and
Fixed Income Investment Fund (F Fund) Investment
Managers; Subject: Criteria for Selection of
Annuity Vendor,

Note: A verbatim transcript of this meeting was
made by Borello Court Reporters, Inc.



THRIFT SAVINGS

Balances (

FUND STATISTICS

$ millions)

12/31/99 1/31/00 2/29/00
G Fund $31,504 $31, 146 $31,112
F Fund 3,957 3,943 3,904
C Fund 59,188 57,304 56,963
Returns for Twelve Months Ended
12/31/99 1/31/00 2/29/00
G Fund 5.99% 6.13% 6.29%
F Fund (.85%) (1.88%) 1.07%
C Fund 20.95% 10.25% 11.57%
Number of Participants (000's)
12/31/99 1/31/00 2/29/00
FERS Contributors 1,245 1,274 1,291
FERS Non-
contributors 200 225 209
TOTAL 1,445 1,499 1,500
Participation
Rate 86.1% 85.0% 86.1%
CSRS Active 628 632 630
Inactive 356 348 348
TOTAL ACCOUNTS 2,430 2,479 2,478
Loans
12/31/99 1/31/00 2/29/00
Number of Loans
Outstanding 616,741 620, 958 624,183
Loans Outstanding
($ millions) 3,043 3,047 3,052
EXPENSE RATIOS*
G _Fund F Fund C Fund
Gross Net Gross Net Gross Net
1995 .11% .09% .13% .11% 12% .10%
1996 .10% .08% .12% .10% .11% .09%
1997 .09% .07% .10% .08% .09% .07%
1998 .08% .06% .09% .08% .08% .07%
1999 .07% .05% .08% .07% .07% .06%
2000 (Jan-Feb) .01% .01% .01% .01% .01% .01%

*The expense ratios are the administrative charges to TSP participants

per dollar invested in the respective funds.
result of offsetting gross administrative charges with account forfeitures.

The net expense ratios are the

For example, in 1999 the .05% G Fund net expense ratio represented a charge to
participants of $0.50 for each $1,000 of their TSP account balances invested

in that fund.
fees.

The C and F Fund expense ratios include investment management






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

THRIFT

o MINUTES OF THE MEETING OF THE BOARD MEMBERS
April 10, 2000

James H. Atkins, Chairman of the Federal Retirement Thrift
Investment Board, convened a telephone meeting of the Board
members on April 10, 2000, at 10:00 a.m. Eastern Daylight Time.
The meeting was open to the public at the Board’s offices at 1250
H Street, N.W., Washington, DC. 1In attendance were Scott B.
Lukins of Washington, member; Sheryl R. Marshall of Massachu-
setts, member; Jerome A. Stricker of Kentucky, member; Thomas A.
Fink of Alaska, member; Roger W. Mehle, Executive Director; and
Elizabeth S. Woodruff, Secretary.

1. Approval of the minutes of the March 13, 2000, Board
member meeting.

Chairman Atkins entertained a motion for the approval
of the minutes of the March 13, 2000, Board member meeting. The
following motion was made, seconded, and adopted without objec-
tion.

MOTION: That the minutes of the Board member
meeting held on March 13, 2000, be approved.

2. Thrift Savings Plan activity report by the Executive
Director.

a. Legislation.

(1) Correction of retirement misclassification.

The Senate and the House of Representatives
have passed different versions of a bill to correct retirement
system misclassifications. No conference has yet been scheduled.
OPM and the Board prefer the Senate version.

(2) Rollovers to and immediate participation in
the Thrift Savings Plan.

Congresswoman Morella’s House-passed bill,
H.R. 208, has been referred to the Senate Committee on Governmen-
tal Affairs and is scheduled for consideration in late April or
early May. The President proposed legislation similar to H.R.
208 in his fiscal year 2001 budget. The President’s proposal is
more favorable to employees, in that it would authorize not only



immediate employee contributions but also immediate employer
contributions. On March 24, 2000, the House passed a “sense of
the Congress” resolution, endorsing full and immediate participa-
tion. Given the general support the provisions of H.R. 208 en-
joy, Mr. Mehle expects some form of the legislation to be en-
acted, with an effective date of October 1, 2000.

(3) Uniformed services participation in the Thrift
Savings Plan.

The President’s fiscal year 2001 budget did
not include legislation providing for military participation in
the TSP and the issue is therefore not formally before Congress
at this time. However, on April 7, 2000, the Senate passed a
“sense of the Congress” resolution, endorsing participation for
active duty military and reservists. Mr. Mehle expects that the
Department of Defense Authorization Act for fiscal year 2001 will
include a provision for military participation and the Board has
begun planning for such a change.

(4) Pension reform.

Many of the pension reform provisions in last
year’s tax bill, which was vetoed by the President, have been
included by the Senate in a bankruptcy reform bill and by the
House in a minimum wage bill. Both bills are controversial,
however, and the fate of pension reform for this session is
uncertain.

b. New system development.

Mr. Mehle advised the Board members regarding re-
cent changes in AMS’s project management and revised schedule for
user acceptance testing.

3. Review of Arthur Andersen annual financial audit.

Steven Stanton, a partner at Arthur Andersen LLP, and

Michael Policicchio, Manager, presented the results of their
firm’s annual financial audit of the Board, which covered calen-
dar year 1999. David Black, the Board’s Director of Accounting,
was in attendance for this presentation. Mr. Stanton noted that
Arthur Andersen’s audit resulted in an unqualified opinion that
the Board’s financial statements are fairly presented in accor-
dance with generally accepted accounting principles. Mr. Stanton
and Mr. Policicchio commended Mr. Black and his staff for their



cooperation, and gave assurances on the state of the Board’s
financial accounting processes and its control procedures over
the Thrift Savings Fund.

Whereupon, there being no further business, the following
motion was made, seconded, and adopted without objection, and

Chairman Atkins adjourned the meeting at 10:52 a.m.

MOTION: That this meeting be adjourned.

a o
k Secretary @

579[9@0

Note: A verbatim transcript of this meeting was
made by BETA reporting services.



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

SAVINGS April 21, 2000

MEMORANDUM FOR BOARD MEMBERS ATKINS, LUKINS,
MARSHALL, STRACKER, AND FINK

FROM: ROGER W. MEH W
EXECUTIVE DI R

SUBJECT: First Quarter 2000 Performance Review -
C, F, and G Funds

INTRODUCTION

The purpose of this report is to present key aspects of the
first quarter (January-March) investment performance of the C, F,
and G Funds.

TRACKING
C_Fund
TOTAL RETURN (%) TRACKING ERROR (%
Barclays Equity Index Fund
Equity Index Fund S&P 500 Index vs. Index
First Quarter 2.24 2.29 (.05)

As shown above, the Barclays Equity Index Fund first quarter
total return underperformed the S&P 500 index by 5 basis points.

F Fund
TOTAL RETURN (%) TRACKING ERROR (%)
Barclays U.S. Debt Lehman Brothers U.S. U.S. Debt Index Fund
Index Fund Aggregate Bond Index vs. Index
First Quarter 2.22 2.21 .01

The Barclays U.S. Debt Index Fund first quarter total return
outperformed the LBA index by 1 basis point.



TRADING COSTS

C Fund
FIRST QUARTER
TRADE TRADING COSTS SPREAD FROM BARCIAYS'
DATES s BASIS POINTS AVERAGE COST OF 17 BASIS POINTS
1/07 58,927.83 3.7 (13.3)
1/24 34,893.11 2.1 (14.9)
1/31 76,563.04 1.2 (15.8)
2/07 (34,462.79) (2.3) (19.3)
2/15 (4,362.63) (0.5) (17.5)
2/22 58,435.30 3.0 (14.0)
2/29 17,004.90 0.7 (16.3)
3/07 183,719.92 7.9 (9.1)
3/23 61,226.65 2.5 (14.5)
3/31 34,420.24 2.0 (15.0)

Barclays reports the "all-in" trading cost figure (including
market impact) incurred for each Fund entry. The Equity Index
Fund has four principal trade dates each month. Two of the 12
trades during the first quarter were fully crossed within the
Equity Index Fund, i.e., these entries involved zero trading
costs and are not shown above.

The February 7 and February 15 trades incurred negative trad-
ing costs. Negative trading costs occur in guaranteed program
trades when the broker is able to execute the trade at prices be-
low the closing prices on the trade date. The stocks purchased
go into the Equity Index Fund at the closing prices on the trade
date so that no tracking error relative to the S&P 500 index is
created. The spread between the executed prices and the closing
prices is split between the broker and Barclays. Barclays' share
of the spread is allocated pro rata among the transacting cli-
ents, resulting in negative trading costs.

Of the 6,909,758 units traded in the C Fund in the first
quarter, 293,495 (4.2%) were traded cost-free. The total cost of
the 12 trades was 2.0 basis points.

F_Fund

FIRST QUARTER
TRADE TRADING OOSTS SPREAD FROM RARCIAYS'
DATES $ BASTS POINTS AVERAGE COST OF 15 BASIS POINTS
3/15 17,029.67 8.7 (6.3)
3/31 2,787.49 6.4 (8.6)

The U.S. Debt Index Fund has two trade dates each month, and
four of the six trades during the first quarter were fully

-2 -



crossed within the U.S. Debt Index Fund.

Of the 8,283,524 units traded in the F Fund in the first
quarter, 7,444,888 (89.9%) were traded cost-free. The total cost
of the 6 trades was 0.8 basis points.

PERFORMANCE

Attachment 1 shows the C, F, and G Fund total net rates of
return for the first quarter, computed in accordance with the
Board's earnings allocation procedures. Attachment 2 compares
first quarter C and F Fund net returns to Barclays Equity Index
Fund and U.S. Debt Index Fund returns, respectively.

Attachment 3 provides the C, F, and G Fund total net rates
of return and expense ratios for the first quarter.

C Fund

The first quarter total gross C Fund return of 2.23% under-
performed the Barclays Equity Index Fund return of 2.24% by 1
basis point. The Barclays Equity Index Fund monthly returns are
time-weighted, while the C Fund monthly returns are dollar-
weighted. This factor, together with the fact that the C Fund
return is based on the Board's earnings allocation algorithm,
explains why the C Fund return was 1 basis point lower than the
Equity Index Fund return.

The C Fund expense ratio (defined as accrued administrative
expenses, including management fees, divided by the average of
monthly balances used in earnings allocation) for the first
quarter was .02%.

Attachment 2 shows the C Fund total net returns for the first
quarter compared to the Barclays Equity Index Fund returns.

F Fund

With a total gross return of 2.23% in the first quarter,
the F Fund outperformed the Barclays U.S. Debt Index Fund return
of 2.22% by 1 basis point. Like the C Fund, the F Fund monthly
returns are dollar-weighted, and the U.S. Debt Index Fund monthly
returns are time-weighted. This factor, together with the fact
that the F Fund return is based on the Board's earnings allocation
algorithm, explains why the F Fund return was 1 basis point higher
than the U.S. Debt Index Fund return.

The first quarter F Fund expense ratio was .02%.

Attachment 2 shows the F Fund total net returns for the first
quarter compared to the Barclays U.S. Debt Index Fund returns.



G Fund

The nominal statutory G Fund interest rates (expressed on a
per annum basis) for the first quarter were as follows:

January 6.625%
February 6.750%
March 6.500%

The first quarter G Fund gross return was 1.67%. As re-
flected in Attachment 4, the spread between nominal G Fund rates
and coupon yield equivalents of average daily closing bid yields
of 3-month Treasury bills averaged .95% in the first quarter of
2000. The first quarter G Fund expense ratio was .02%.

Other Indexes

Attachment 5 compares the returns of various equity and
fixed-income indexes with the S&P 500 index and the LBA index,
respectively, for 1998 and the first quarter of 1999. The equity
index returns include the Wilshire 4500, Wilshire 5000, Russell
1000, Russell 3000, and EAFE indexes. The fixed-income index re-
turns include the Salomon Brothers Broad Investment Grade index,
as well as the narrower Lehman Brothers and Salomon Brothers
indexes, which exclude mortgage-backed securities.

1999 Thrift Savings Plan Monthly Investment Activity

Attachment 6 provides a monthly summary of TSP investment ac-
tivity, participation rates, and monthly returns in the C, F, and
G Funds.

RECOMMENDATION

The Barclays Equity Index Fund and U.S. Debt Index Fund con-
tinue to track their respective indexes as we expected, and have
incurred trading costs below Barclays' average expected costs.
Based on the Barclays Equity Index Fund and U.S. Debt Index Fund
performance and the C and F Fund performance discussed above, I
recommend reaffirmation of the current C and F Fund investment
policies.

The G Fund continues to outperform short-term Treasury secu-
rities, as reflected in Attachment 4. Given the G Fund's perfor-
mance and for the reasons stated in the April 23, 1993, G Fund
investment policy memorandum to the Board members, I recommend
reaffirmation of the current G Fund policy to invest solely in
short-term securities.

Attachments



Attachment 1

Investment Fund Total Returns*®

January - March 2000
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Attachment 2

C and F Fund Total Returns* vs. Barclays
January - March 2000
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Attachment 3

2000 Investment Fund Total Returns* and Expense Ratios

C Fund F Fund G Fund }l
Expense Expense Expense
Return Ratio Return Ratio Return Ratio
1st Quarter 2.21% .02% 2.21% .02% 1.65% .02%
(Jan - Mar)

* Net of Expenses



Attachment 4

G Fund Yield Advantage
April 1987 - March 2000
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1999

2000
First Quarter

1999

2000
First Quarter

2000 EQUITY AND FIXED-INCOME INDEX FUND RETURNS

S&P 500 Wilshire 4500
21.04% 35.49%
2.29% 9.95%

Lehman Brothers
U.S. Aggregate
Bond Index

(.82%)

2.21%

EQUITY INDEX RETURNS

Wilshire 5000 Russell 1000

23.56% 20.91%

3.82% 4.37%

FIXED-INCOME INDEX RETURNS

Lehman Brothers
Govt./Corporate

Salomon
Smith Barney

Broad Index Index
(.83%) (2.15%)
2.19% 2.69%

Attachment 5

Russell 3000 EAFE
20.90% 26.72%
4.57% (.11%)

Salomon Smith Barney
Treasury/Govt.
Sponsored/

Corporate Index
(2.03%)

2.54%



Attachment 6

2000 THRIFT SAVINGS PLAN MONTHLY INVESTMENT ACTIVITY

Average Account
FERS CSRS Balance Asset
Contributors | Couniributors Allocation* Monthly TSP Interfund Transfer
with-Sin with $in {GIC/F Fund) ‘Contributions Activity Monthly Returns
Cor F Fond C or F Fond “ Excludes G Fund Only
# | # Active Active G Fund C Fund ¥ Fund G Fund C Fand F Fund #of G Fund C Fund ¥ Fund
Monthend | {(000s)§ % | (000s % FERS CSRS (SMity {SMity {SMi) {SMil) (SMiD (SMil) ITs (%) (%) {%}
01/31/2000 | 1,125 | 88% | 560 | 89% |28%/67%/5%|24%/72%/4%| $188.4 $445.6 $39.7 ($615.8) | $7284 ($112.6) | 48,319 0.56 (5.03) ©0.39)
02/28/2000 | 1,145] 89% | 561 | 89% |28%/67%/5%|25%/71%/4%| $189.9 $467.8 $39.1 ($281.2) | $356.7 (875.5) 34,732 0.53 (1.93) 1.22
03/31/2000 | 1,145] 89% | 560 | 89% |26%/70%/4%|23%/73%/4%)] $249.5 $602.9 $50.4 $754 ($50.9) ($24.5) 23,427 0.55 9.74 1.32
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THRIFT SAVINGS FUND STATISTICS

Balances ($ millions)

12/31/99 1/31/00 2/29/00
G Fund $31,504 $31,146 $31,112
F Fund 3,957 3,943 3,904
C Fund 59,188 57,304 56,963
Returns for Twelve Months Ended
12/31/99 1/31/00 2/29/00
G Fund 5.99% 6.13% 6.29%
F Fund (.85%) (1.88%) 1.07%
C Fund 20.95% 10.25% 11.57%
Number of Participants (000's)
12/31/99 1/31/00 2/29/00
FERS Contributors 1,245 1,274 1,291
FERS Non-
contributors 200 225 209
TOTAL 1,445 1,499 1,500
Participation
Rate 86.1% 85.0% 86.1%
CSRS Active 628 632 630
Inactive 356 348 348
TOTAL ACCOUNTS 2,430 2,479 2,478
Loans
12/31/99 1/31/00 2/29/00
Number of Loans
Outstanding 616,741 620,958 624,183
Loans Outstanding
($ millions) 3,043 3,047 3,052
EXPENSE RATIOS*
G Fund F_Fund C Fund
Gross Net Gross Net Gross Net
1995 11% .09% 13% 11% .12% 10%
1996 .10% .08% 12% 10% L11% 09%
1997 09% .07% .10% 08% .09% 07%
1998 08% .06% .09% .08% .08% 07%
1999 .07% .05% .08% .07% .07% 06%
2000 (Jan-Feb) .01% .01% .01% 01% .01% 01%

*The expense ratios are the administrative charges to TSP participants
The net expense ratios are the

per dollar invested in the respective funds.
result of offsetting gross administrative charges with account forfeitures.
in 1999 the .05% G Fund net expense ratio represented a charge to

For example,

participants of $0.50 for each $1,000 of their TSP account balances invested

in that fund.
fees.

The C and F Fund expense ratios include investment management






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

THRIFT
SAVINGS
PLAN

MINUTES OF THE MEETING OF THE BOARD MEMBERS

May 8, 2000

James H. Atkins, Chairman of the Federal Retirement Thrift
Investment Board, convened a meeting of the Board members on
May 8, 2000, at 9:00 a.m. Eastern Daylight Time. The meeting
was open to the public at the Board's offices at 1250 H Street,
N.W., Washington, D.C. 1In attendance were Scott B. Lukins of
Washington, member; Sheryl R. Marshall of Massachusetts, member;
Jerome A. Stricker of Kentucky, member; Thomas A. Fink of Alaska,
member; Roger W. Mehle, Executive Director; and Elizabeth S.
Woodruff, Secretary. Also in attendance during the course of
this meeting were senior staff of the Board.

A. Staff Presentations.

The purpose of this part of the meeting was to provide
the members with a comprehensive review of Board operations dur-
ing the past year, as well as information regarding future Board
activities. After a brief introduction by the Executive Direc-
tor, the members received briefings from senior staff of the
Board regarding their areas of responsibility. Each briefing and
question period lasted between 15 and 30 minutes; they are re-
corded in the written transcript. The charts used as briefing
graphics by Board staff are attached to these minutes. The
senior staff who presented briefings, and their areas of respon-
sibility, are:

1. NFC Record Keeping and New TSP System.

Lawrence Stiffler, Director
Office of Automated Systems

James Petrick
Project Manager for System Replacement

2. Congressional /Agency/Participant Liaison.

Thomas Trabucco, Director
Office of External Affairs

Pamela-Jeanne Moran
Deputy Director



35 Benefits and Investments.

James Petrick, Director
Office of Benefits and Investments

4, Participant Communications.

Veda Charrow, Director
Office of Communications

B. Business Session.

1. Approval of the minutes of the April 10, 2000,
Board member meeting.

Chairman Atkins entertained a motion for the
approval of the minutes of the April 10, 2000, Board member
meeting. The following motion was made, seconded, and adopted
without objection:

MOTION: That the minutes of the Board member
meeting held on April 10, 2000, be approved.

2. Thrift Savings Plan activities report by the
Executive Director.

Mr. Mehle stated that the staff presentations in
the morning session would take the place of his Thrift Savings
Plan activities report for this meeting.

3. Approval of the Update of the FY 2000 Budget and
FY 2001 Estimates.

The Board’s budget for fiscal year 2000 and esti-
mates for fiscal year 2001 were set out for the members in the
Executive Director’s memorandum of April 21, 2000. An increase
of approximately $3.2 million is expected for fiscal year 2000
expenditures from the budget the Board approved in September of
1999. The major change in this budget is an increase in the
estimate for the contract with American Management Systems for
the new TSP record keeping system. This increase was partially
offset by the elimination of certain previously budgeted costs
for programming the new record keeping system to accommodate
uniformed services participation in the TSP. (In the context of
the budget, Mr. Mehle also discussed the status of the record
keeping project at length.)




The fiscal year 2001 budget will be presented to
the Board for approval in September of this year. The current
estimate for fiscal year 2001 is that expenditures will negligi-
bly exceed the estimate that was made in September of 1999.

After Mr. Mehle briefed the members on the proposed
budget revisions, the following motion was made, seconded, and
adopted by unanimous vote:l

MOTION: That the Board approve the updated

budget for fiscal year 2000 as presented

in the Executive Director’s April 21, 2000,

memorandum to the members (together with the
updated 2001 estimate).

4., Investment policy review.

By memorandum dated April 21, 2000, Mr. Mehle
provided the members with a report on the performance of the
G, C, and F Funds during the first quarter of 2000. After
Mr. Mehle briefed the members on this report, the following
resolution was made, seconded, and adopted by unanimous vote:”

RESOLUTION

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 and
shall review the performance of investments
made for 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 of
the Government Securities Investment Fund,
the Common Stock Index Investment Fund, and
the Fixed Income Index Investment Fund, as

Ms. Marshall left the meeting before the budget motion
was made, but gave her proxy to Chairman Atkins for votes on any
business. Chairman Atkins cast Ms. Marshall’s vote in favor of
this motion.

? Chairman Atkins cast Ms. Marshall’s vote in favor of this
motion.



well as the investment policies for the Gov-
ernment Securities Investment Fund (estab-
lished at its January 23 and August 24,
1987, meetings), the Common Stock Index In-
vestment Fund (established at its meeting on
May 29, 1987), and the Fixed Income Index
Investment Fund (established at its meetings
on June 22 and July 27, 1987; and May 21,
1980); and

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

NOW THEREFORE BE IT RESOLVED that the cur-
rent investment policies for the Government
Securities Investment Fund, the Common Stock
Index Investment Fund, and the Fixed Income
Index Investment Fund are affirmed without
change.

5. Status of audit recommendations.
By memorandum dated April 21, 2000, Mr. Mehle pro-
vided the members with the status of audit recommendations.
Mr. Mehle briefed the members on this report.
Whereupon, there being no further business, the following

motion was made, seconded, and adopted without objection, and
Chairman Atkins adjourned the meeting at 1:30 p.m.

MOTION: That this meeting be adjourned.

(c/il//@



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

SAVINGS April 21, 2000

MEMORANDUM FOR BOARD MEMBERS ATKINS, LUKINS,
MARSHALL, STRACKER, AND FINK

FROM: ROGER W. MEH Eé@é)aj
EXECUTIVE DI R

SUBJECT: First Quarter 2000 Performance Review -
C, F, and G Funds

INTRODUCTION

The purpose of this report is to present key aspects of the
first quarter (January-March) investment performance of the C, F,
and G Funds.

TRACKING
C Fund
TOTAL RETURN (%) TRACKING ERROR (%
Barclays Equity Index Fund
Equity Index Fund S&P 500 Index vs. Index
First Quarter 2.24 2.29 (.05)

As shown above, the Barclays Equity Index Fund first quarter
total return underperformed the S&P 500 index by 5 basis points.

F_Fund
TOTAL, RETURN (%) TRA( %
Barclays U.S. Debt Iehman Brothers U.S. U.S. Debt Index Fund
— Index Fund = Aggregate Bond Index vs. Index
First Quarter 2.22 2.21 .01

The Barclays U.S. Debt Index Fund first quarter total return
outperformed the LBA index by 1 basis point.




TRADING COSTS

C Fund
FIRST QUARTER
TRADE TRADING COSTS SPREAD FROM BARCLAYS'
DATES $ BASIS POINTS AVERAGE COST OF 17 BASTS POINTS
1/07 58,927.83 3.7 (13.3)
1/24 34,893.11 2.1 (14.9)
1/31 76,563.04 1.2 (15.8)
2/07 (34,462.79) (2.3) (19.3)
2/15 (4,362.63) (0.5) (17.5)
2/22 58,435.30 3.0 (14.0)
2/29 17,004.90 0.7 (16.3)
3/07 183,719.92 7.9 (9.1)
3/23 61,226.65 2.5 (14.5)
3/31 34,420.24 2.0 (15.0)

Barclays reports the "all-in" trading cost figure (including
market impact) incurred for each Fund entry. The Equity Index
Fund has four principal trade dates each month. Two of the 12
trades during the first quarter were fully crossed within the
Equity Index Fund, i.e., these entries involved zero trading
costs and are not shown above.

The February 7 and February 15 trades incurred negative trad-
ing costs. Negative trading costs occur in guaranteed program
trades when the broker is able to execute the trade at prices be-
low the closing prices on the trade date. The stocks purchased
go into the Equity Index Fund at the closing prices on the trade
date so that no tracking error relative to the S&P 500 index is
created. The spread between the executed prices and the closing
prices is split between the broker and Barclays. Barclays' share
of the spread is allocated pro rata among the transacting cli-
ents, resulting in negative trading costs.

Of the 6,909,758 units traded in the C Fund in the first
quarter, 293,495 (4.2%) were traded cost-free. The total cost of
the 12 trades was 2.0 basis points.

F _Fund

FIRST QUARTER
TRADE TRADING COSTS SPREAD FROM BARCIAYS'
DATES s BASIS POINTS AVERAGE COST OF 15 RASIS POINTS
3/15 17,029.67 8.7 (6.3)
3/31 2,787.49 6.4 (8.6)

The U.S. Debt Index Fund has two trade dates each month, and
four of the six trades during the first quarter were fully

= B =




crossed within the U.S. Debt Index Fund.

Of the 8,283,524 units traded in the F Fund in the first
quarter, 7,444,888 (89.9%) were traded cost-free. The total cost
of the 6 trades was 0.8 basis points.

PERFORMANCE

Attachment 1 shows the C, F, and G Fund total net rates of
return for the first quarter, computed in accordance with the
Board's earnings allocation procedures. Attachment 2 compares
first quarter C and F Fund net returns to Barclays Equity Index
Fund and U.S. Debt Index Fund returns, respectively.

Attachment 3 provides the C, F, and G Fund total net rates
of return and expense ratios for the first quarter.

C Fund

The first quarter total gross C Fund return of 2.23% under-
performed the Barclays Equity Index Fund return of 2.24% by 1
basis point. The Barclays Equity Index Fund monthly returns are
time-weighted, while the C Fund monthly returns are dollar-
weighted. This factor, together with the fact that the C Fund
return is based on the Board's earnings allocation algorithm,
explains why the C Fund return was 1 basis point lower than the
Equity Index Fund return.

The C Fund expense ratio (defined as accrued administrative
expenses, including management fees, divided by the average of
monthly balances used in earnings allocation) for the first
quarter was .02%.

Attachment 2 shows the C Fund total net returns for the first
quarter compared to the Barclays Equity Index Fund returns.

F_Fund

With a total gross return of 2.23% in the first quarter,
the F Fund outperformed the Barclays U.S. Debt Index Fund return
of 2.22% by 1 basis point. Like the C Fund, the F Fund monthly
returns are dollar-weighted, and the U.S. Debt Index Fund monthly
returns are time-weighted. This factor, together with the fact
that the F Fund return is based on the Board's earnings allocation
algorithm, explains why the F Fund return was 1 basis point higher
than the U.S. Debt Index Fund return.

-3

The first quarter F Fund expense ratio was .02%.

Attachment 2 shows the F Fund total net returns for the first
quarter compared to the Barclays U.S. Debt Index Fund returns.



G Fund

The nominal statutory G Fund interest rates (expressed on a
per annum basis) for the first quarter were as follows:

January 6.625%
February 6.750%
March 6.500%

The first quarter G Fund gross return was 1.67%. As re-
flected in Attachment 4, the spread between nominal G Fund rates
and coupon yield equivalents of average daily closing bid yields
of 3-month Treasury bills averaged .95% in the first quarter of
2000. The first quarter G Fund expense ratio was .02%.

Other Indexes

Attachment 5 compares the returns of various equity and
fixed-income indexes with the S&P 500 index and the LBA index,
respectively, for 1998 and the first quarter of 1999. The equity
index returns include the Wilshire 4500, Wilshire 5000, Russell
1000, Russell 3000, and EAFE indexes. The fixed-income index re-
turns include the Salomon Brothers Broad Investment Grade index,
as well as the narrower Lehman Brothers and Salomon Brothers
indexes, which exclude mortgage-backed securities.

1999 Thrift Savings Plan Monthly Investment Activity

Attachment 6 provides a monthly summary of TSP investment ac-
tivity, participation rates, and monthly returns in the C, F, and
G Funds.

RECOMMENDATION

The Barclays Equity Index Fund and U.S. Debt Index Fund con-
tinue to track their respective indexes as we expected, and have
incurred trading costs below Barclays' average expected costs.
Based on the Barclays Equity Index Fund and U.S. Debt Index Fund
performance and the C and F Fund performance discussed above, I
recommend reaffirmation of the current C and F Fund investment
policies.

The G Fund continues to outperform short-term Treasury secu-
rities, as reflected in Attachment 4. Given the G Fund's perfor-
mance and for the reasons stated in the April 23, 1993, G Fund
investment policy memorandum to the Board members, I recommend
reaffirmation of the current G Fund policy to invest solely in
short-term securities.

Attachments




Attachment 1

Investment Fund Total Returns*

January - March 2000

10% 9.74%
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Attachment 2

C and F Fund Total Returns* vs. Barclays
January - March 2000

1 0% 9.74% .6%
8%
6%
4%
2% 1.22% 1.22%
0%
-2%
-4%

_6 % -5.03%-5.03%

2.21% 2.24% 2.21% 2.22%

11.32% 1.33%

-1.93%-1.93%
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B C Fund @ Barclays (S&P 500) O F Fund O Barclays (LBA)

*Net of Expenses




Attachment 3

2000 Investment Fund Total Returns* and Expense Ratios

C Fund F Fund G Fund
Expense Expense Expense
Return Ratio Return Ratio Return Ratio
1st Quarter 221% 02% 221% .02% 1.65% .02%
(Jan - Mar)

* Net of Expenses




Attachment 4

G Fund Yield Advantage
April 1987 - March 2000
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1999

2000
First Quarter

1999

2000
First Quarter

Attachment 5

2000 EQUITY AND FIXED-INCOME INDEX FUND RETURNS

EQUITY INDEX RETURNS

S&P 500 Wilshire 4500 Wilshire 5000 Russell 1000 Rusgsell 3000 EAFE
21.04% 35.49% 23.56% 20.91% 20.90% 26.72%
2.29% 9.95% 3.82% 4.37% 4.57% (.11%)

FIXED-INCOME INDEX RETURNS

Salomon Smith Barney

Lehman Brothers Salomon Lehman Brothers Treasury/Govt.
U.S. Aggregate Smith Barney Govt./Corporate Sponsored/
Bond Index Broad Index Index Corporate Index
(.82%) (.83%) (2.15%) (2.03%)
2.21% 2.19% 2.69% 2.54%



Attachment 6

|

2000 THRIFT SAVINGS PLAN MONTHLY INVESTMENT ACTIVITY

——— — —
Average Account
FERS CSRS Balance Asset

‘Contributors | Contributors Allocation* Monthly TSP Interfund Transfer

with-$ in with S in {G/C/F Fund) Contributions Activity Monthly Returns
Cor F Fund Cor F Fund *Excludes G Fuond Only

# # Actlve Active G Fund C Fund FFand G Fund C Fund F Fund #of G Fund C Fund F Fund

Mouthend | (000s)| % | (000s)| % FERS CSRS (63,711} SMily {SMiN {SMil) (SMiD (SMil) ITs (%) (%) (%)

01/31/2000 | 1,125] 88% | 560 | 89% |28%/67%/5%|24%/72%/4%] $188.4 $445.6 $39.7 ($615.8) | $7284 | ($112.6) | 48,319 0.56 (5.03) 0.34)

02/28/2000 | 1,145 | 89% | 561 | 89% |28%/67%/5%|25%/71%/4%] $189.9 $467.8 $39.1 ($281.2) | $356.7 ($75.5) | 34,732 0.53 (1.93) 122
(8524.5) | 23,427 0.55 9.74 132

03/31/2000 | 1,145] 89% | 560 | 89% |26%/70%/4%|23%/73%/4%} $249.5 $602.9 $50.4 $75.4 (850.9)




THRIFT SAVINGS

FUND STATISTICS

Balances ($ millions)
1/31/00 2/29/00 3/31/00
G Fund $31, 146 $31,112 $31,426
F Fund 3,943 3,904 3,905
C Fund 57,304 56,963 62,863
Returns for Twelve Months Ended
1/31/00 2/29/00 3/31/00
G Fund 6.13% 6.29% 6.37%
F Fund (1.88%) 1.07% 1.86%
C Fund 10.25% 11.57% 17.74%
Number of Participants (000's)
1/31/00 2/29/00 3/31/00
FERS Contributors 1,274 1,291 1,292
FERS Non-
contributors 225 209 206
TOTAL 1,449 1,500 1,497
Participation
Rate 85.0% 86.1% 86.2%
CSRS Active 632 630 629
Inactive 348 348 344
TOTAL ACCOUNTS 2,479 2,478 2,471
Loans
1/31/00 2/29/00 3/31/00
Number of Loans
Outstanding 620,958 624,183 628,406
Loans Outstanding
($ millions) 3,047 3,052 3,073
EXPENSE RATIOS®
G _Fund F_Fund C_Fund
Gross Net Gross Net Gross Net
1995 .11% 09% .13% .11% .12% .10%
1996 .10% .08% .12% .10% .11% .09%
1997 .09% 07% .10% .08% .09% .07%
1998 .08% 06% .09% .08% .08% .07%
1999 .07% 05% .08% .07% .07% .06%
2000 (Jan-Mar) .02% 02% .02% .02% .02% .02%

*The expense ratios are the administrative charges to TSP participants

per dollar invested in the respective funds.
result of offsetting gross administrative charges with account forfeitures.

The net expense ratios are the

For example, in 1999 the .05% G Fund net expense ratio represented a charge to
participants of $0.50 for each $1,000 of their TSP account balances invested

in that fund.
fees.

The C and F Fund expense ratios include investment management






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

THRIFT
SAVINGS
PLAN

MINUTES OF THE MEETING OF THE BOARD MEMBERS

June 12, 2000

James H. Atkins, Chairman of the Federal Retirement Thrift
Investment Board, convened a meeting of the Board members on
June 12, 2000, at 10:00 a.m. Eastern Daylight Time. The meeting
was open to the public at the Board's offices at 1250 H Street,
N.W., Washington, D.C. In attendance were Sheryl R. Marshall of
Massachusetts, member; Thomas A. Fink of Alaska, member; Roger W.
Mehle, Executive Director; and Elizabeth S. Woodruff, Secretary.

1. Approval of the minutes of the May 8, 2000, Board member
meeting.

Chairman Atkins entertained a motion for the approval
of the minutes of the May 8, 2000, Board member meeting. The
following motion was made, seconded, and adopted without objec-
tion:

MOTION: That the minutes of the Board member
meeting held on May 8, 2000, be approved.

2. Thrift Savings Plan activity report by the Executive

Director.
a. Nominations to the Board.

The President has announced his intention to nomi-
nate Don Harrell as a member to replace Jerome Stricker and

John Train as a member to replace Scott Lukins. (Mr. Train was
recommended by the House of Representatives for appointment by
the President.) The Senate may hold a confirmation hearing on

these nominations before it adjourns on October 6.

b. Legislation.

(1) Roliovers to and immediate participation in
the Thrift Savings Plan.

Congresswoman Morella’s House-passed bill,
H.R. 208, has been scheduled for mark-up by the Senate Committee



on Governmental Affairs on June 14. Mr. Mehle expects an amend-
ment will be offered to add roll-ins from conduit IRAs, but does
not expect an amendment to add immediate employer contributions.

(2) Uniformed services participation in the Thrift
Savings Plan.

The House-passed DOD authorization bill for
fiscal year 2001 includes a provision for military participation
in the TSP and an effective date of July 2001. The Senate has
taken up but not yet finished its version of the fiscal year 2001
authorization bill. As it now stands, the Senate bill includes a
provision for military participation in the TSP but it also
includes an effective date of six months after enactment, which
the TSP cannot accomplish. Mr. Mehle advised the Board members
that he is working to get this effective date changed to October
2001.

(3) Correction of retirement misclassification.

The Senate and the House of Representatives
have passed different versions of a bill to correct retirement
system misclassifications. Mr. Mehle reported that the Senate
plans to add its version to a long-term health care bill and to
return it to the House.

c. New System Development.

Senior officials of the Board and of American
Management Systems (AMS) held a meeting on June 8, 2000, to
determine whether AMS would be able to meet the planned October
1, 2000, implementation date for the Board’s new record keeping
system. AMS advised that, in light of current and anticipated
software defects, an October 1 implementation date would involve
significant risks for the successful operation of the new system,
and that therefore implementation should be further deferred.
Although AMS suggested an April 2001 implementation date, the
Board decided that it would be premature, given the two previous
missed implementation commitments by AMS, to set a new date until
BMS completes testing of the system and reports that all signifi-
cant software defects have been fixed. The Board will issue a
press release to this effect on June 13, 2000, and a letter to
all Plan participants later in the week. Monthly updates on
progress toward completion will be posted on the Board’s Web
site.



Mr. Mehle explained that he had briefed Mr. Lukins
on these developments this morning by telephone and that Mr.
Lukins supported this approach. The other Board members also
gave their support.

Whereupon, there being no further business, the following

motion was made, seconded, and adopted without objection, and
Chairman Atkins adjourned the meeting at 11:15 a.m.

MOTION: That this meeting be adjourned.

o Doy,

¢/~ “Secrgtary

Note: A verbatim transcript of this meeting was
made by BETA reporting services.



THRIFT SAVINGS FUND STATISTICS

Balances ($ millions)

2/29/00 3/31/00 4/30/00
G Fund $31,112 $31,426 $31,551
F Fund 3,904 3,905 3,919
C Fund 56,963 62,863 61,423
Returns for Twelve Months Ended
2/29/00 3/31/00 4/30/00
G Fund 6.29% 6.37% 6.43%
F Fund 1.07% 1.86% 1.27%
C Fund 11.57% 17.74% 9.99%
Number of Participants (000's)
2/29/00 3/31/00 4/30/00
FERS Contributors 1,291 1,292 1,285
FERS Non-
contributors 209 206 204
TOTAL 1,500 1,497 1,489
Participation
Rate 86.1% 86.2% 86.3%
CSRS Active 630 629 628
Inactive 348 344 345
TOTAL ACCOUNTS 2,478 2,471 2,462
Loans
2/29/00 3/31/00 4/30/00
Number of Loans
Outstanding 624,183 628,406 638,115
Loans Outstanding
($ millions) 3,052 3,073 3,144
EXPENSE RATIOS*
G _Fund F_Fund C Fund
Gross Net Gross Net Gross Net
1995 .11% .09% .13% .11% .12% 10%
1996 .10% .08% .12% .10% .11% 09%
1997 .09% .07% .10% .08% .09% .07%
1998 .08% .06% .09% .08% .08% .07%
1999 .07% .05% .08% .07% .07% 06%
2000 (Jan-Apr) .02% .02% .03% .02% .03% 02%

*The expense ratios are the administrative charges to TSP participants
The net expense ratios are the

per dollar invested in the respective funds.
result of offsetting gross administrative charges with account forfeitures.

For example, in 1999 the .05% G Fund net expense ratio represented a charge to
participants of $0.50 for each $1,000 of their TSP account balances invested
The C and F Fund expense ratios include investment management

in that fund.
fees.






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

THRIFT
SAVINGS
PLAN

MINUTES OF THE MEETING OF THE BOARD MEMBERS

July 10, 2000

James H. Atkins, Chairman of the Federal Retirement Thrift
Investment Board, convened a meeting of the Board members on
July 10, 2000, at 10:05 a.m. Eastern Daylight Time. The meeting
was open to the public at the Board's offices at 1250 H Street,
N.W., Washington, D.C. In attendance were Sheryl R. Marshall of
Massachusetts, member; Scott B. Lukins of Washington, member;
Thomas A. Fink of Alaska, member; Roger W. Mehle, Executive
Director; and Elizabeth S. Woodruff, Secretary.

1. Approval of the minutes of the June 12, 2000, Board
member meeting.

Chairman Atkins entertained a motion for the approval
of the minutes of the June 12, 2000, Board member meeting. The
following motion was made, seconded, and adopted without objec-
tion:

MOTION: That the minutes of the Board member
meeting held on June 12, 2000, be approved.

2. Thrift Savings Plan activity report by the Executive
Director.

a. Legislation.

(1) Rollovers to and immediate participation in
the Thrift Savings Plan.

Congresswoman Morella’s House-passed bill,
H.R. 208, was taken up by the Senate Committee on Governmental
Affairs on June 1l4. An amendment was approved to add roll-ins
from conduit IRAs. An amendment to add immediate employer
contributions may be offered when the bill reaches the full
Senate. Mr. Mehle expects that the bill will be passed by the
end of this session of Congress.

(2) Uniformed services participation in the Thrift
Savings Plan.

The House-passed DOD authorization bill for
fiscal year 2001 includes a provision for military participation



in the TSP and an effective date of July 2001. The Senate has
taken up but not yet finished its version of the fiscal year 2001
authorization bill. As it now stands, the Senate bill includes a
provision for military participation in the TSP but it also
includes an effective date of six months after enactment, which
the TSP cannot accomplish. Mr. Mehle advised the Board members
that he is working to get this effective date changed to October
2001. Mr. Mehle expects that the bill will not be finally acted
upon until the end of the session and that it will include TSP
participation for the military.

(3) Correction of retirement misclassification.

The Senate and the House of Representatives
have passed different versions of a bill to correct retirement
system misclassifications. Mr. Mehle reported that the Senate
has added its version to a long-term care bill and that the bill
is likely to be enacted this session.

b. New System Development.

Progress on system testing by American Management
Systems (AMS) continues to go slowly. The difficulty appears to
be AMS’s inability to resolve defects in the code quickly. The
Board is reviewing its options if the failure rate does not begin
to improve in accordance with AMS’s June 8 schedule. Mr. Mehle
also discussed a letter he had received dated July 5, 2000, from
AMS’s CEO, Paul Brands, and the possibility of the two meeting
within the next few weeks to discuss the status of the project.

c. Arthur Andersen Audit. Mr. Mehle discussed the
audit Arthur Andersen will begin this week of the Board’s inter-
nal controls over the investment process.

d. Nominations to the Board.

The President has announced his intention to
nominate Don Harrell as a member to replace Jerome Stricker and
John Train as a member to replace Scott Lukins. The Senate has
not yet scheduled a confirmation hearing on these nominations.

Whereupon, there being no further business, the following
motion was made, seconded, and adopted without objection, and
Chairman Atkins adjourned the meeting at 10:50 a.m.



MOTION: That this meeting be adjourned.

P Secretary—"

\ %ﬂ/lk{/@

Note: A transcript of this meeting was made by BETA
reporting services.



THRIFT SAVINGS FUND STATISTICS

Balances ($ millions)

3/31/00 4/30/00 5/31/00
G Fund $31,426 $31,551 $31,861
F Fund 3,905 3,919 3,920
C Fund 62,863 61,423 60,670
Returns for Twelve Months Ended
3/31/00 4/30/00 5/31/00
G Fund 6.37% 6.43% 6.50%
F Fund 1.86% 1.27% 2.15%
C Fund 17.74% 9.99% 10.35%
Number of Participants (000's)
3/31/00 4/30/00 5/31/00
FERS Contributors 1,292 1,285 1,280
FERS Non-
contributors 206 204 204
TOTAL 1,497 1,489 1,484
Participation
Rate 86.2% 86.3% 86.2%
CSRS Active 629 628 623
Inactive 344 345 347
TOTAL ACCOUNTS 2,471 2,462 2,455
Loans
3/31/00 4/30/00 5/31/00
Number of Loans
Outstanding 628,406 638,115 642,262
Loans Outstanding
($ millions) 3,073 3,144 3,186
EXPENSE RATIOS*
G _Fund F_Fund C Fund
Gross Net Gross Net Gross Net
1995 .11% .09% .13% .11% .12% .10%
1996 .10% .08% .12% .10% 11% .09%
1997 .09% .07% .10% .08% .09% .07%
1998 .08% .06% .09% .08% .08% .07%
1999 .07% .05% .08% .07% .07% .06%
2000 (Jan-May) .03% .02% .04% .03% .03% .03%

*The expense ratios are the administrative charges to TSP participants
The net expense ratios are the

per dollar invested in the respective funds.
result of offsetting gross administrative charges with account forfeitures.
in 1999 the .05% G Fund net expense ratio represented a charge to

For example,

participants of $0.50 for each $1,000 of their TSP account balances invested
The C and F Fund expense ratios include investment management

in that fund.
fees.






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

THRIFT
SAVINGS
PLAN

MINUTES OF THE MEETING OF THE BOARD MEMBERS

August 14, 2000

James H. Atkins, Chairman of the Federal Retirement Thrift
Investment Board, convened a meeting of the Board members on
August 14, 2000, at 10:04 a.m. Eastern Daylight Time. The meet-
ing was open to the public at the Board's offices at 1250 H
Street, N.W., Washington, D.C. In attendance were Scott B.
Lukins of Washington, member; Sheryl R. Marshall of Massachu-
setts, member; Thomas A. Fink of Alaska, member; Roger W. Mehle,
Executive Director; and Elizabeth S. Woodruff, Secretary.

1. Approval of the minutes of the July 10, 2000, Board

member meeting.

Chairman Atkins entertained a motion for the approval
of the minutes of the July 10, 2000, Board member meeting. The
following motion was made, seconded, and adopted without objec-
tions

MOTION: That the minutes of the Board member
meeting held on July 10, 2000, be approved.

2. Thrift Savings Plan activity report by the Executive

Director.

a. Legislation.

Congress has been in recess since July 27; it
reconvenes on September 5 with an expected adjournment date of
October 6.

(1) Correction of retirement misclassification.

The Senate and the House of Representatives
approved legislation that would correct retirement system mis-
classifications as part of H.R. 4040, a long-term care bill for
Federal employees that was passed by both bodies on July 27. The
bill contains the language favored by both OPM and the Board,
giving misclassified employees the right to remain in the retire-
ment system to which they were assigned, even though incorrectly.
Mr. Mehle expects the President to sign the bill.



(2) Rollovers to and immediate participation in the
Thrift Savings Plan.

Congresswoman Morella’s House-passed bill, H.R.
208, was passed by the Senate on July 21 with amendments adding
roll-ins from conduit IRAs and an implementation time frame that
the Board can accommodate. Because of the amendments, the bill
will go back to the House for approval. Mr. Mehle expects that
the bill will be passed by the end of this session of Congress.

(3) Elimination of 5% and 10% TSP contribution
limits.

Congresswoman Morella has introduced H.R. 483,
which would eliminate the 5% and 10% (of salary) TSP contribution
limits, permitting Federal employees to contribute to the TSP
amounts up to the IRS elective deferral limit. Senator Stevens,
the Chairman of the Senate Appropriations Committee, has ex-
pressed an interest in adding a similar provision to H.R. 1102,
the private sector pension reform bill. Mr. Mehle advised the
Board members that, while uncertain, it is possible that this
provision might then be included in an end-of-session omnibus
reconciliation bill.

(4) Uniformed services participation in the Thrift
Savings Plan.

The Senate and House of Representatives have
passed different versions of legislation providing for uniformed
services participation in the TSP. Each has an unattainable
effective date and the Board is working to get these effective
dates changed in conference to October 1, 2001. Mr. Mehle
expects that a House and Senate conference committee will act on
the bills at the end of the session.

b. New System Development.

American Management Systems (AMS) continues to
perform system testing. Mr. Mehle also discussed his meeting
with AMS’s CEO, Paul Brands, on August 1 concerning AMS’s prog-
ress and the Board’s contingency plans if AMS fails to make
progress.

c. Arthur Andersen Audit.
Mr. Mehle discussed the draft audit report received

from Arthur Andersen concerning the Board’s internal controls
over the investment process.



i Review of investment policy.

By memorandum dated July 28, 2000, Mr. Mehle provided
the members with a report on the performance of the G, C, and F
Funds during the second quarter of 2000. After Mr. Mehle briefed
the members on this report, the following resolution was made,
seconded, and adopted by unanimous vote:

RESOLUTION

WHEREAS the Federal Employees’ Retirement
System Act of 1986, as amended (5 U.S.C. 8401
et seqg.), provides that the Board shall
establish policies for the investment and
management of the Thrift Savings Fund and
shall review the performance of investments
made for the Thrift Savings Fund (5 U.S.C.
8472 (f) (1) and (2)); and

Whereas the Board at this meeting has re-
viewed the investment performance of the
Government Securities Investment Fund, the
Common Stock Index Investment Fund, and the
Fixed Income Investment Fund, as well as the
investment policies for the Government
Securities Investment Fund (established at
its January 23 and August 24, 1987, meet-
ings), the Common Stock Index Investment Fund
(established at its meeting on May 29, 1987),
and the Fixed Income Investment Fund (estab-
lished at its meetings on June 22 and

July 27, 1987, and May 21, 1990); and

WHEREAS the Board is satisfied with the in-
vestment performance and investment policies
of these Funds:

NOW THEREFORE BE IT RESOLVED by the Federal
Retirement Thrift Investment Board that the
current investment policies for the Govern-
ment Securities Investment Fund, Common Stock
Index Investment Fund, and the Fixed Income
Investment Fund are affirmed without change.



4. Review of Arthur Andersen semiannual financial review.

In advance of the meeting, Mr. Mehle provided the
members with copies of the Board’s financial statements and notes
for the period ended June 30, 2000, and with a copy of Arthur
Andersen’s letter dated July 14, 2000, relating to its review of
the financial statements and notes. In the letter, Arthur
Andersen outlined the procedures it followed in performing its
review and advised that it did not note any material irregulari-
ties or unusual items in the review. Mr. Mehle summarized the
results of this financial review.

Whereupon, there being no further business, the following
motion was made, seconded, and adopted without objection, and
Chairman Atkins adjourned the meeting at 11:20 a.m.

MOTION: That this meeting be adjourned.

Note: A transcript of this meeting was made by BETA
reporting services.



FEDERAL RETIREMENT THRIFT INVESTMENT BOARD

e 1250 H Street, NW  Washington, DC 20005
SAVINGS July 28, 2000
PLAN

MEMORANDUM FOR BOARD MEMBERS ATKINS, LUKINS, MARSHALL, AND FINK

FROM: ROGER W. MEHL
EXECUTIVE DIR OR

SUBJECT: Second Quarter 2000 Performance Review -
C, F, and G Funds
INTRODUCTION
The purpose of this report is to present key aspects of the

second quarter (April-June) investment performance of the C, F,
and G Funds.

TRACKING
C _Fund
TOTAL RETURN (%) TRACKING ERROCR (%)
Barclays Equity Index Fund
Equity Index Fund S&P 500 Index vs. Index
Second Quarter (2.65) (2.66) .01

As shown above, the Barclays Equity Index Fund second quarter
total return outperformed the S&P 500 index by 1 basis point.

F Fund -
TOTAL RETURN (%) TRACKING ERROR (%)
Barclays U.S. Debt Lehman Brothers U.S. U.S. Debt Index Fund
Index Fund Aggregate Bond Index vs. Index
Second Quarter 1.76 1.74 .02

The Barclays U.S. Debt Index Fund second quarter total
return outperformed the LBA index by 2 basis points.



TRADING COSTS

C Fund
SECOND QUARTER
TRADE TRADING (0OSTS SPREAD FROM BARCILAYS'
DATES S BASIS POINTS AVERAGE (COST OF 17 BASIS POINTS
4/07 (42,090.69) (3.6) (20.6)
4/14 392.15 0.0 (17.0)
4/20 26,888.35 2.6 (14.4)
4/28 1,595.32 0.3 (16.7)
5/08 60,904.86 4.7 (12.3)
5/15 70,005.01 3.7 (13.3)
5/22 757.35 0.1 (16.9)
6/15 76,530.49 2.1 (14.9)
6/30 12,928.02 1.1 (15.9)

Barclays reports the "all-in" trading cost figure (including
market impact) incurred for each Fund entry. The Equity Index
Fund has four principal trade dates each month; however, there
was no trade on the scheduled trade date of June 22, because the
amount that would otherwise have been available for investment on
that date was offset by overinvestment on the June 15 trade date.
In addition, three of the 12 trades during the second quarter
were fully crossed within the Equity Index Fund, i.e., these en-
tries involved zero trading costs and are not shown above.

The April 7 trade incurred negative trading costs. Negative
trading costs occur in guaranteed program trades when the broker
is able to execute the trade at prices below the closing prices
on the trade date. The stocks purchased go into the Equity Index
Fund at the closing prices on the trade date so that no tracking
error relative to the S&P 500 index is created. The spread be-
tween the executed prices and the closing prices is split between
the broker and Barclays. Barclays' share of the spread is allo-
cated pro rata among the transacting clients, resulting in nega-
tive trading costs.

On the June 30 trade date there were two transactions, a
purchase and a subsequent sale to correct an overcommitment in
the purchase amount. The trading cost is that for the corrective
sale transaction, inasmuch as the purchase was costless.

Of the 4,127,676 units traded in the C Fund in the second
quarter, 568,965 (13.8%) were traded cost-free. The total cost
of the 24 trades year-to-date is 1.8 basis points.



F_Fund

SECOND QUARTER

TRADE TRADING CQOSTS SPREAD FROM BARCIAYS'
DATES S BASTS POINTS AVERAGE, COST OF 15 BASTS POINTS
4/14 3,348.12 1.6 (13.4)

4/28 10,359.20 3.8 (11.2)

5/15 2,556.23 1.0 (14.0)

5/31 8,683.78 6.9 (8.1)

6/15 (30.10) 0.0 (15.0)

The U.S. Debt Index Fund normally has two trade dates each
month, and there was an additional trade on June 27, 2000, to
correct the approximately $8 million overinvestment on the June
15 trade date. The last two of the seven trades during the
second quarter were fully crossed within the U.S. Debt Index Fund
and are not shown above.

The June 15 purchase incurred negative trading costs. Nega-
tive trading costs occur in the U.S. Debt Index Fund primarily
when Barclays executes trades in the bond market before 3 p.m.,
when Lehman Brothers prices the securities in the index. If Bar-
clays purchases securities at l<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>