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

April 10, 2009

MEMORANDUM FOR THE EXECUTIVE,BIRECTOR

FROM: JAMES B. PETRICK /<
CHIEF FINANCIAL OFFICER
5

SUBJECT: QUARTERLY FINANCIAL ASSESSMENT OF TSP’S PRIMARY
VENDORS — APRIL 2009

The Board has requested that each quarter we review the TSP’s primary vendors and
report on their financial standing. This quarter, we have again reviewed Serco Group (formerly
SI International), Barclays PLC, Switch and Data, R.R. Donnelley & Sons, MetLife, and The
Active Network, Incorporated.

For each vendor we have analyzed the following:
1. Current Financial Condition:

Our financial analysis consists of a review of the vendor’s key financial statistics from their
current income statement and balance sheet for the most recent quarter available to determine
their overall financial stability. For this report, we are using available data for the year ending
December 31, 2008. We determine whether there is evidence of stable or growing income (i.e.,
the profitability of the company). We also review the current balance sheet to determine: 1) the
current ratio of assets to liabilities to ascertain the vendor’s ability to meet short term liquidity
needs, and 2) the ratio of total debt to total assets to ascertain the prospects for longer term
profitablility. Then, we look for significant changes from prior to current periods to identify
trends that may require further explanation. At the Board’s request, for comparative purposes,
we have included information from the twelve months of 2008, year-end 2007 and year-end
2006 and continue to provide the stock price and a statement of cash flows.

For banking and depository institutions such as Barclays PLC, the examination of assets and
habilities is a less relevant measure. In this industry, categorization of assets and capital is
highly standardized so results can be weighted by risk factors. In the U.S.. the Board of
Governors of the Federal Reserve System (FRB) issues these risk-based capital gmdelines. The
guidelines are used to evaluate capital adequacy based on the perceived credit risk associated
with balance sheet assets, as well as certain off-balance sheet exposures such as unfunded loan
commitments, letters of credit, and derivative and foreign exchange contracts. For MetLife, we



heavily rely on the insurance rating agencies scores of overall financial strength and claims
paying ability.

2. Dun & Bradstreet Credit Score:

We continue our practice of reviewing the Dun & Bradstreet credit scores. These scores predict
the likelihood of a firm paying in a severely delinquent manner (90+ days past term) over the
next twelve months. The score range is 1-5 with 1 being the lowest risk and 5 the highest risk of
the firm paying in a severely delinquent manner. While this score has some descriptive value in
terms of the firm’s current relationship with its creditors and can disclose potential financial
problems, it should only be considered one part of a firm’s overall financial picture.

3. Significant Events:

This section includes a description of any significant items that could impact the company’s
financial situation, such as significant pending litigation, mergers and acquisitions, or major
stock issuances or redemptions.

4. Risk Mitigation:

This section describes the risk to the TSP if the vendor were to become unable to meet the terms
of the TSP’s contract and what steps we would take to mitigate the risk to ongoing TSP

operations.

Attachments

[



Serco Services Inc. (formerly SI International)

General Information: Serco Services Inc. is the prime contractor for operating both FRTIB data
centers, operating and maintaining the TSP record keeping system, providing incoming mail,
data entry and imaging support, and operating the Clintwood Call Center. Serco Services Inc.
also administers the accounting, court ordered payments, death benefits, and payroll office
liaison functions. Serco Services Inc. relies on subcontracting support as follows: Jacob and
Sundstrum, Inc. for systems programming support; Switch & Data for our Northern VA Data
Center space; Sungard Workflow Solutions for some TSP record keeping support, and Sungard
EXP for incoming mail, data entry and imaging support.

On December 30, 2008, Serco Group plc completed the acquisition of SI International, which
merged with Serco’s existing North American business. SI International amended its Certificate
of Incorporation, among other items, to change the name of the Company from “SI International,
Inc.” to “Serco Services Inc.” Serco acquired 100% of the issued share capital of SI
International, Inc. for consideration of £295.8 million in cash. In preparation for the merger with
the Serco Group plc, SI International Inc. used its cash holdings to repay long term debt and to
repurchase common stock.

Assessment: The integration of the merger is well advanced, management and business re-
organization is complete, and the contract bid pipeline processes have been reviewed and
integrated. Serco Services Inc. has an extensive portfolio of Federal government contracts which
generated approximately 99 percent of total revenue in 2007, and now serves all branches of the
U.S. military, numerous civilian agencies and the intelligence community. We find no indication
at this time that Serco Services Inc. is unable to fulfill its contractual obligations to the TSP.

Current Financial Condition: Serco Group plc reported 2008 unaudited year-end revenues of
£3.1 billion compared to £2.8 billion reported year-end 2007, an increase of 11.1 percent. In the
U.S., Serco Services Inc.’s year-end 2008 performance was in line with revenue expectations of
$575.5 million, compared with year-end 2007 revenues of $510.8 million, an increase of 12.7

percent.

e Income Statement: Serco Group plc’s 2008 net profit climbed 20.9 percent to £100
million. As of December 31, 2008, Serco Services reported a $37 million operating
profit, compared to $39 million at year-end 2007, reflecting a 5 percent decline.

e Balance Sheet: As of December 31, 2008, Total Assets for Serco Group plc increased
£765 million (44 percent) to £2,506 million in 2008. Of this increase, most of it was
attributed to goodwill, and trade and other receivables.

e (Cash Flow: Through December 31, 2008, Serco Group plc reported a cash balance of
£251 million compared to £185 million at year-end 2007, reflecting a 36 percent increase.
The acquisition of SI International contributed £13 million in cash and cash equivalents.

e Current Ratio (Current Assets/Current Liabilities) increased to 1.3 as of December 31,
2008, up from 1.1 at year-end 2007.



* Leverage: Through December 31, 2008, Total Liabilities as a percent of Total Assets
increased to 73 percent from 71 percent reported at year-end 2007.

Dun & Bradstreet Credit Score Class: As of March 17, 2009, the credit score for SI International
(as a subsidiary of Serco), was 2, (slight risk). This score improved from 3, (moderate risk),
reported on September 30, 2008.

Stock Performance: SI International ceased trading with the completion of its merger with Serco
Group ple (SRP.L). On March 31, 2009, Serco Group plc traded at £365.75. The 52-week range
has been between £317.00 and £496.25; where the high was on January 5, 2009, and the low was

on October 24, 2008.

Significant Events: The merger enhances Serco Group plc’s ability to deliver integrated
solutions to the $290 billion U.S. federal government services market. Serco N.A. and SI
International combined have 11,500 employees, and are expected to generate combined annual
revenue of $1.3 billion.
¢ Asof December 24, 2008, SI International was ranked as the 44th largest Federal Prime
IT Contractor by Washington Technology.

Risk Mitigation: Should Serco Services Inc. cease operations, we could issue letter contracts (an
agreement to be negotiated at a later point) on an emergency basis to: a) Switch & Data to retain
our Northern VA data center space; b) Jacob and Sundstrum to continue systems programming
(and perhaps expand that support to data center operations), and; c¢) Sungard to continue
incoming mail, data entry, and other operations as well as for expanded capabilities to maintain
the TSP record keeping system, accounting, legal, and Agency interface operations.

If Serco Services Inc. were unable to operate the Clintwood call center, The Active Network,
Inc. call center in Frostburg, MD, could serve as a temporary backup.

The Agency is continuing to develop the requirements for a new statement of work (SOW) in
preparation for the re-competition of Serco Services Inc. record keeping services. The progress
on this effort has been delayed by the need to relocate the Agency’s primary data center while
keeping the TSP modernization initiative on track. The Agency's inability to release an RFP for
acquisition support services has also contributed to the delay. We hope to release the solicitation
by mid FY 2010, with contract award in early FY 2011. A full and open competition is planned,
and risk mitigation will be a principal component of the procurement strategy.
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Serco Group

Condensed consolidated balance sheet

2008, 2007, and 2006
In £ millions

Assets

Non-current assets

Goodwill

Other intangible assets
Property, plant and equipment
Trade and other receivables
Retirement benefit assets
Deferred tax assets

Derivative financial instruments

Current assets

Inventories

Trade and other receivables

Cash and cash equivalents

Derivative financial instruments
Total current assets

TOTAL ASSETS

Liabilities -~ -

Current liabilities

Trade and other payables

Current tax liabilities

Obligations under finance leases

Loans

Derivative financial instruments
Total current liabilities

Non-current liabilities
Trade and other payables
Obligations under finance leases
Loans
Derivative financial instruments
Retirement benefit obligations
Provisions
Deferred tax liabilities

Total Long-term liabilities
Total liabilities
Net assets

Equity

Share capital

Share premium account
Capital redemption reserve
Retained earnings

Retirement benefit obligations reserve

Share-based payment reserve
Own shares reserve
Hedging and translation reserve

Equity attributable to equity holders of the parent

Minority interest
Total equity

TOTAL LIABILITIES AND SHAREHOLDERS'

EQUITY

At 31 December 2008

At 31 December 2007

At 31 December 2006

£m £m £m
(unaudited) {audited) (audited)
965 542 529
191 139 126
115 95 94
121 105 111
62 - -
20 52 74

6 1 -
1,480 934 932
50 46 52
720 574 463
251 185 218
5 2 -
1,026 806 733
£2,506 £1,740 £1,665
755 670 542
20 15 13

5 8 8

37 14 58

4 2 11
820 708 632
36 13 10
13 9 12
711 317 346
0 11 14
177 143 249
38 19 22
26 22 20
1,001 534 674
1,820 1,242 1,305
585 499 360
(10) (10) (10)
(301) (299) {284)
(o) (9 (]
(340) (261) (197)
48 80 120
{40) (35) (26)
20 15 16
(62) 2 21
685 497 358
0 1 2
685 499 360
£2,506 £1,740 £1,665
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Barclays PL.C

General Information: Barclays PLC is ranked as the 25th largest company in the world
according to Forbes Global 2000’s 2008 list and is the fourth largest financial services provider
in the world according to Tier I capital ($32.5 billion). It is the second largest bank in the U K.
based on asset size. On December 6, 2006, the Agency announced that Barclays Global
Investors (BGI), N.A., Barclays’ asset management division, was selected to manage the TSP F,
C, S, and I funds. In addition to investment management, BGI is responsible for providing
custody through its subcontractor (State Street Bank and Trust Company) and securities lending
services to the TSP.

Assessment: Barclays PLC is a financially sound and profitable financial institution. Given its
size, capital level, and profitability, the likelihood of any disruption to its TSP operations appears
to be remote. Barclays reports that their year-end capital ratios exceed the regulatory minimum
required by the Financial Services Authority (FSA) by an amount equivalent to £17 billion. On
March 27, 2009, Barclays confirmed that its capital position is expected to continue to meet U.K.
requirements after "a detailed stress test" to both its balance sheet and profit and loss account by
the U.K. regulator. The Financial Services Authority tested Barclays’s loans against various
economic scenarios through 2011 and found that its capital ratio, a measure of financial strength,
remained above the regulatory minimum of 4 percent, according to an unidentified source
because the findings are confidential. Currently, Barclays states it will not seek subscription for
further capital - either from the private sector or from the U.K. Government.

Current Financial Condition: Barclays follows the International Accounting Standards (IAS)
interim reporting timetable and has published its audited results as of December 31, 2008.

® Income Statement: Barclays PLC reported Group profit before tax of £6.1 billion at year
end 2008, down 14% from £7.1 billion in 2007. Major items affecting the 2008 profit
were: a) Gains on acquisitions of £2 billion, mostly attributed to Lehman Brothers’ North
America, and b) Gross credit market losses and impairment of £8 billion. Net profit was
£5.3 billion as of December 31, 2008, up slightly from £5.1 billion at year-end 2007,

* Asof year-end 2008, for the Barclays Global Investors (BGI) fund division, profit before
tax declined by 19 percent to £595 million. Income fell 4 percent to £1,844 million due to
lower incentive fees. We note that assets under BGI management decreased 28% to
US$1,495 billion (from US$2,079 billion in 2007), comprising $99 billion of net new
assets, US$130 billion of negative exchange rate movements, and $553 billion of
negative market movements.

e Balance Sheet: As of December 31, 2008, Total Assets for Barclays PLC increased £826
billion (67 percent) to £2,053 billion in 2008. Of this increase, £737 billion was
attributable to an increase in derivative assets (foreign exchange, interest rate, credit,
equity and stock index, commodity derivatives) and £124 billion was attributable to
increased loans and advances. All other assets declined by £35 billion. Total Liabilities
were £2,0006 billion, up 68 percent from the £1,195 billion at year-end 2007.



e (Cash Flow: Asof December 31, 2008, cash and cash equivalents totaled £65.0 billion,
compared to £33.0 billion at year-end 2007. The company has indicated that cash is
being held to consider the potential for further market deterioration.

e Capital: As of December 31, 2008, the Tier 1 ratio was 9.7 percent, whereas it was 7.9
percent in June 2008. The pro forma ratios significantly exceed the minimum levels
established by the U.K. Financial Services Authority. (Note: Other U.K. institutions have
obtained capital assistance from the U.K. government but, to-date, Barclays has not.)

Dun & Bradstreet Credit Score Class: As of March 17, 2009, the credit score was 2 (slight risk):
up from 1 (low risk) at the end of 2007 but improved from a credit score of 3 (average risk)
reported on April 4, 2008.

Stock Performance: As of March 31, 2009, Barclays PLC traded at $8.50. Barclay’s PLC 52-
week stock price range has been from $2.75 to $40.30. The 52-week low occurred on J anuary
23, 2009, and the high stock price took place on April 2, 2008.

Significant Events: On April 9, 2009, Barclays Plc, the U.K.’s third- largest bank, agreed to sell
its iShares unit to CVC Capital Partners Ltd. for £3 billion ($4.4 billion), and will finance $3.1
billion of the purchase price. iShares is the biggest manager of exchange-traded funds.

e On March 5, 2009, liquidators for Lehman Brothers in the U.S. have asked Barclays PLC to
account for almost $3.3 billion that was earmarked for bonuses and other liabilities that the
U.K. bank received last year when it bought part of the bankrupt U.S. firm in 2008.
Liquidator managers asked on February 19, 2009 to explain the $4.2 billion transferred to the
UK. bank after the takeover. That sum comprises $2 billion for compensation and $2.25
billion for other purposes. Barclays Capital may have already spent about $900 million.

Risk Mitigation: The TSP assets in the four investment funds managed by BGI are not at risk
should BGI cease operations. These assets are held in commingled trust funds, which cannot be
accessed by Barclays’ creditors. In the event of bankruptcy by Barclays, the actual securities
could be transferred by the Agency to another investment manager. There is a risk during the
transition period that the TSP might be unable to invest and disinvest participants’ money in a
timely fashion. Additionally, there may be transaction costs associated with transferring the
assets to another investment manager, but this risk is mitigated by the terms of the current
contract with Barclays, which provides for the transfer in kind of the TSP assets.
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Switch & Data

General Information: Switch & Data provides data center hosting services for the TSP at two
sites. The TSP’s primary data center operates out of Switch & Data’s northern Virginia facility
under contract with Serco Services Inc. (formerly SI International). The Agency has a direct
contract with Switch & Data for the western Pennsylvania facility that houses our backup data
center. The Agency is in the process of working with Switch & Data for the relocation of the
northern Virginia Data Center to a new Switch & Data facility nearby.

Assessment: On February 8, 2007, Switch & Data completed an initial public offering (IPO)
resulting in gross proceeds of $153 million. Net proceeds, after underwriting discounts and
commissions and other costs related to the offering, were $139.3 million. Much of this amount
was used to reduce long-term debt. Some of it was used to improve the Company’s cash reserve.
On March 27, 2008, Switch & Data entered into a credit agreement that provided (i) a $120
million term loan, (ii) a $22.5 million delayed draw term loan which may be funded at the option
of the Company no later than March 27, 2009, and (iii) a $15 million dollar revolving term loan
under which the Lenders may make additional term loans upon requests by the Company until
September 26, 2013. Subsequently, all of the assets of the Company are pledged as collateral for
the 2008 Credit Facility. As of December 31, 2008, $120 million was outstanding under the
Term Loan, a $1.4 million letter of credit was outstanding under the Revolver, and no
borrowings had occurred under the Delayed Draw Term Loan or any Incremental Term Loan.

Current Financial Condition: In its SEC filing for the year ended December 31, 2008, Switch &
Data reported a net loss of $7 million, compared to a net loss of $0.8 million in 2007.

¢ Income Statement: For the year ended December 31, 2008, total revenue increased 25
percent to $171.5 million, compared to $137.5 million at year-end 2007. Total costs and
operating expenses increased to $158.2 million for the year of 2008, a 21 percent increase
over the $130.5 million reported at year-end 2007. Operating Income in the same period
of 2008 was $13.4 million compared to $7.0 million for the same period of 2007.

Though operating income was $13.4 million, interest expenses of $19.1 million (up from
$6.6 million in 2007), were a major contributor to the net losses of $7.0 million. Interest
expenses increased as a result of: a) a portion of the variable interest rates on outstanding
debt being converted to fixed interest rates; b) the first full year of interest related to the
Company’s capital lease obligations increasing to $4.4 million from $0.6 million in 2007;
and c) an increase in the weighted average outstanding debt balance under the 2008

Credit Facility.

* Balance Sheet: Through December 31, 2008, Switch & Data reported Total Assets of
$358.9 million, a 54 percent increase from $232.7 million at year-end 2007. The growth
in assets was driven by a $155.5 million increase in property and equipment. Total
Liabilities of $237.9 million were reported, slightly more than twice the $107.6 million
reported at year-end 2007. The increase in liabilities was mainly due to an increase in
long-term debt from $34.4 million to $120 million over this period.



* Cash Flow: Through December 31, 2008, cash and cash equivalents totaled $14.7
million, a decrease of $30.9 million from $45.6 million at year-end 2007.

o Current Ratio: The Current Ratio (Current Assets/Current Liabilities) declined to 0.6 as
of December 31, 2008, from 1.6 at year-end 2007.

e Leverage: Through December 31, 2008, Total Liabilities as a percent of Total Assets
increased to 66.3 percent from 46.3 percent reported at year-end 2007.

Stock Performance: The price of Switch & Data shares as of March 31, 2009, was $8.77 (its
initial public offering price was $17.00 per share). Its 52-week stock price range was $3.92-
$18.54, where the low stock price was on November 21, 2008, and the hi gh was on June 19,

2008.

Dun & Bradstreet Credit Score Class: As of April 8, 2009, the credit score of 2 (slight risk) was
unchanged from the prior quarter. ‘

Lawsuit Issues: No action reported during this period.

Significant Events: The Agency and Switch & Data are working together to accomplish the
move from the current Virginia site due to its inability to handle the increased capacity
requirements due to the TSP System Modernization plan. We started populating the new site
with TSP IT assets in mid-November, and the complete transition should be completed by
September 30, 2009.

¢ On February 24, 2009, Switch & Data announced that IPC Systems, Inc., a key provider
of vital communications for the global financial markets, expanded the availability of its
Ethernet Connection Services (ECS) to Switch and Data’s sites in Chicago and New
York. Switch & Data customers have improved access to the financial exchanges and
other market data and trading applications. [PC ECS offers trading firms and
[T/telephony departments a 24/7 managed solution to connect with exchanges, electronic
communications networks, including approximately 3,400 financial institutions.

* InJanuary 2009, Switch & Data exercised the provisions under the existing Fourth
Amended and Restated Credit Agreement to draw down the $22.5 million delayed draw
term loan. Proceeds will be used to fund a portion of the capital expenditures for 2009.

Risk Mitigation: There is some operational risk to the TSP if Switch & Data fails because of our
dependence on it for both our primary data center and the backup facility in Pennsylvania. If
Switch & Data were to fail, we could take one of two actions. We could split the primary

and backup data centers between two contractors. To do so, we would need to do a competitive
procurement and state the requirement for independent contractors for the two sites in an RFP.
Competition could be limited to collocations providers on GSA Schedule, which would provide
for a quicker contract award. An alternative would be a similar approach as with the Clintwood
call center, and create data centers as Government Owned Contractor Operated (GOCO)
facilities. Although it requires more effort, this would allow us to continue operations by cither




issuing a letter contract to another contractor to operate the facility or to operate it ourselves
(with temporary staff).

We continue to monitor the Company’s long-term viability, which includes periodic site visits
and dialogue with onsite personnel to ascertain the condition and use of facilities. and timeliness
of payrolls. At the same time we are researching other potential hosting companies/sites.
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R.R. Donnelley & Sons

General Information: R.R. Donnelley & Sons of Chicago, IL, was awarded the contract for bulk
mailing services in March 2006. These services include printing and mailing Agency
documents, education, and marketing materials to participants, beneficiaries, and third parties.

Assessment: R.R. Donnelley was ranked number one in the publishing and printing industry
with a Fortune 500 ranking of 229 in 2008, and has locations throughout the United States,
Europe, Mexico, South America, and China. The Company reported a loss in both 2007 and in
2008. However, there is no indication at this time that it will be unable to meet its contractual

obligations to the TSP.

Current Financial Condition:

* Income Statement: For the year ending December 31, 2008, the Company reported a net
loss 0f $189.9 million, compared to a loss of $48.9 million at year end 2007, negatively
impacted by restructuring charges. The latest pre-tax restructuring and impairment
charges included: a) $1,125.4 million of non-cash charges for the impairment of goodwill
and intangible assets; b) charges of $44.1 million for employee termination costs,
substantially all of which were associated with restructuring actions resulting from the
reorganization of certain operations and the exiting of certain business activities; ¢) $10.6
million of other restructuring costs, primarily lease termination costs; and d) $4.6 million
for impairment of other long-lived assets.

e Balance Sheet: As of December 31, 2008, $9.5 billion of Total Assets were reported,
reduced from $12.1 billion reported at year-end 2007. Total Liabilities of $7.2 billion
were reported, a decline from $8.2 billion reported at year-end 2007.

¢ Cash Flow: As of December 31, 2008, the Company reported ‘cash and cash equivalents
of $324.0 million, a 15 percent decrease from the $379.7 million reported at year-end

2007.

e Current Ratio: As of December 31, 2008, the Current Ratio (Current Assets/Current
Liabilities) for the year is 1.3, flat from 1.3 at year-end 2007.

e Leverage: Asof December 31, 2008, Total Liabilities were about 76 percent of Total
Assets; this ratio was 68 percent at year-end 2007.

Dun & Bradstreet Credit Score Class: As of March 17, 2009, the credit score was 1 (lowest
risk), unchanged from the previous quarter.

Stock Performance: The R.R. Donnelley & Sons share price on March 31, 2009 was $7.33. The
52-week range has been from $5.54 to $33.29, where the high was on May 19, 2008, and the low
was on March 9, 2009.




Sienificant Events:

[

On March 30, 2009, R.R. Donnelley & Sons Company announced the latest installation
of its proprietary Integrated Printing Systems (IPS) 3 1200 DPI high speed color digital
presses. With the new units, RR Donnelley’s global digital printing platform will have
expanded to include more than 1,000 proprietary and commercial digital printing units
across more than 60 facilities worldwide. Among these are conventional long run printing
assets that have been retrofitted with the company’s high speed, high quality digital color
capabilities.

On March 4, 2009, R.R. Donnelley & Sons Co. announced the closure of the former
catalog and direct marketing printer Spencer Press facility in Maine, by June. The printer
will lay off 370 employees on a staggered schedule starting in early May.

On March 3, 2009, R.R. Donnelley & Sons was awarded a multi-year $175 million
agreement by Orchard Brands, a leading multi-channel marketer of apparel and home
products focused on serving the needs of the rapidly growing segment of women and men
above the age of 55. Under the terms of the agreement, RR Donnelley will provide 100
percent of Orchard Brands’ printing and postal logistics services for catalog mailings.

On February 25, 2009, R.R. Donnelley & Sons Company was awarded a multi-year $500
million agreement by Publishing Group of America, a leading multi-media publisher
whose well-known weekly and monthly titles include American Profile, Relish and Spry.
RR Donnelley will provide all future printing, logistics and pre-media services for
Publishing Group of America's magazines.

Risk Mitigation: The current TSP contract was effective on March 20, 2006. If there were a

disaster at the facilities currently producing our notices or statements, R.R. Donnelley & Sons
would move that work from the affected facility to one or more of its other business sites. If
R.R. Donnelley & Sons were to cease operations, we would have to pursue a new contract as
soon as possible with other printing vendors but we consider this possibility to be very unlikely.
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MetLife

General Information: Metropolitan Life Insurance Company (MetLife) has been the annuity
provider to the Thrift Savings Plan since 1987. The contract is competitively bid every five
years. In January 2006, MetLife was re-awarded the TSP annuity provider contract.

Assessment: MetLife is a leading provider of insurance and financial services with operations
throughout the United States and Latin America, Europe, and Asia. MetLife reaches more than
70 million customers around the world and is the largest life insurer in the United States, based
on life insurance in force. MetLife’s current financial position is strong and there is no
indication at this time that MetLife will be unable to meet its contractual obligations to the TSP.

Current Financial Condition: As of December 31, 2008, MetLife reported Total Revenues of
$51 billion for the year, down 4 percent from the $53 billion reported for the same period in
2007.

* Income Statement: As of December 31, 2008, the Company reported Net Income of $3.1
billion, a decrease of 26 percent from the $4.2 billion reported at year-end 2007.

e Balance Sheet: As of December 31, 2008, Total Assets of $501.7 billion were reported, a
decrease of $56.9 billion from $558.6 billion reported at year-end 2007. Total Liabilities
were $477.9 billion, a decrease of $45.4 billion from the $523.4 billion at year-end 2007.

e Cash Flow: The Company’s short-term liquidity position, defined as cash and cash
equivalents, was $24.2 billion and $10.4 billion at December 31, 2008 and 2007,
respectively, which reflected a 133 percent increase. This higher than normal level of
short-term liquidity was accumulated to provide additional flexibility to address potential
variations in cash needs while the credit markets remain distressed. In 2009, MetLife
anticipates short-term liquidity to be prudently reduced and invested as credit markets

improve.

e leverage: Asof December 31, 2008, Total Liabilities were 95.3 percent of Total Assets,
increased slightly from 93.7 percent at year-end 2007.

o Current Ratio: N.A. (MetLife does not present current assets and current liabilities in its
balance sheet presentation).

» Company Ratings: As of January 27, 2009, when MetLife submitted its filing with the
SEC, its financial strength ratings were as follows:

Rating Agency Rating | Descriptor
A.M. Best Company A+ | Superior
Fitch Ratings AA | Very Strong

Moody’s Investor Services Aa2 | Excellent
Standard & Poor’s AA- | Very Strong




Dun & Bradstreet Credit Score Class: As of March 17, 2009, the credit score was 3 (moderate)
same as the prior quarter. but declined from September 30, 2008’s score of 1 (low risk)

Stock Performance: The MetLife closing share price on March 31, 2009, was $22.77. The 52-
week range for stock prices was from $11.27 to $65.50; the high was on September 19, 2008,
and the low was on March 6, 2009.

Significant Events:

* On March 12, 2009, Friedman, Billings, Ramsey Group Inc. downgraded MetLife to
“market perform” from “outperform.” The firm states that most life and health insurers
are at risk of needing to raise capital as their prospects for earning their way out of the
credit losses are diminishing.

* On March 5, 2009, MetLife, Inc. confirmed its previously announced declaration of the
first quarter 2009 dividends of $0.25 per share on the company’s floating rate non-
cumulative preferred stock, Series A, and $0.41 per share on the company’s 6.50 percent
non-cumulative preferred stock, Series B. Both dividends were paid on March 16, 2009
to shareholders of record as of February 28, 2009.

e On February 25, 2009, MetLife, Inc. approved the payment of approximately $1.6 billion
in policy dividend payments to eligible life insurance policyholders for 2009. These
dividends are based on the performance of participating policies, investment returns,
mortality, persistency and expenses, and are not guaranteed.

Risk Mitigation: The Company ratings show that MetLife continues to have adequate reserves to
pay all annuities into the future. It is the Board’s practice to select only annuity providers that
meet the highest standards. By requiring that providers be licensed to do business in all 50 states
and the District of Columbia, we ensure that state insurance funds would be available to
reimburse annuitants should a loss occur and that the provider would meet the most stringent

state regulations.
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The Active Network, Inc.

General [nformation: The Active Network, Inc. purchased the InfoSpherix division from
Spherix in August 2007. A new contract was awarded October 10, 2008 that became effective in

March 2009.

As aprivately held firm, The Active Network is not required to make its financial statements
publicly available, but has agreed to provide them to the Agency under a non-disclosure

agreement.

The Company’s application services are used by event organizers, parks and recreation
department administrators, and sports league administrators to provide online registration,
transaction processing, and data management. The Company markets its services in North
America, Europe, China, and Australia/New Zealand. About 99 percent of its sales are in the
United States and Canada. Revenues consist of fees received for registration services, software
licensing, software maintenance, subscription revenues related to hosting arrangements, and

marketing services.

Assessment: The Active Network, Incorporated was founded in 1998 and has shown a pattern of
rapid growth through acquisition. During the period 2004-2007, the Company was ranked as one
of the fastest growing technology companies by Deloitte & Touche and recognized as one of the

fastest growing private companies in the United States by Inc. magazine. Ranked by percentage

revenue growth over five years, the Company grew 576 percent from 2003 to 2007 and captured

285" place overall on Deloitte’s 2008 Technology Fast 500 list.

These acquisitions have strengthened The Active Network’s presence in such business segments
as sports marketing, online registration, data management, and tee time reservations; however, it
remains to be seen whether the Company can achieve and sustain long-term profitability. We

will continue to monitor The Active Network’s financial data to ensure they remain able to fulfill

the terms of the call center contract.

Stock Performance: None. The Active Network, Inc. is a privately held firm.

Dun & Bradstreet Credit Score Class: As of March 17, 2009, the credit score was 2 (slight risk)
unchanged from the previous quarter.

Significant Events:
e On January 26, 2009, The Active Network announced that it acquired ReserveAmerica,
an online service for booking campground space across the U.S. It was formerly a
subsidiary of IAC, a conglomerate of interactive web-based businesses (including
CollegeHumor, Vimeo and eVite), which agreed to hand over 100 percent of its stock in
Reserve America Holdings in exchange for 3.5 million shares of convertible preferred
stock in Active. This will give IAC a nine percent stake in the company.

e To date, The Active Network has raised $275 million in venture capital backing from
ABS Ventures. Austin Ventures, Canaan Partners, Charles River Ventures, Dominion



Ventures, ESPN, Kettle Partners, Enterprise Partners, North Bridge Venture Partners and
Ticketmaster.

Risk Mitigation: If The Active Network were unable to operate the Maryland call center, the
Serco Services (formerly SI International) call center in Virginia could handle all calls pending
establishment of a new call center. Under the contract, The Active Network has agreed to
provide monthly financial updates to us, to proactively tell the Agency of any economic
difficulties, and to provide assurances of continued call center operations during the contract

pertod during any adverse conditions.




