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ITEM 1. FINANCIAL STATEMENTS.

ACL SEMICONDUCTORS INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS

Current assets:
Cash and cash equivalents
Restricted cash
Accounts receivable, net of allowance
for doubtful accounts of $0 for 2007 and 2006
Accounts receivable, related parties
Inventories, net
Other current assets

Total current assets

Investment in Securities (Pledged)

Property, equipment and improvements, net of
accumulated depreciation and amortization

Other deposits

The accompanying notes are an integral part of these condensed consolidated financial statements

1

As of

March 31,

2007

(Unaudited)

1,323,713
4,085,500

1,520,757
8,073,103
3,535,471

234,053

18,772,597

769,231

3,955,637

386,253

23,883,718

As of

December 31,

2006

1,447,486
2,708,577

2,008,474
7,372,467
3,253,255

40,937

16,831,196

3,909,121

381,038

21,121,355
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ACL SEMICONDUCTORS INC.
CONDENSED CONSOLIDATED BALANCE SHEETS (CONTINUED)

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:

Accounts payable 6,956,052
Accrued expenses 280,442
Lines of credit and notes payable 12,052,694
Current portion of long-term debt 121,151
Due to stockholders for converted pledged collateral 112,385
Amount due to stockholder/director 637,582
Income tax payable 62,196
Other current liabilities 145,020
Total current liabilities 20,367,522
Long-term debts, less current portion 1,903,258
22,270,780
Commitments and contingencies -
Stockholders' equity:
Common stock - $0.001 par value, 50,000,000 shares
authorized, 27,829,936 in 2004 and 2003 issued 27,830
and outstanding
Additional paid in capital 3,488,527
Accumulated deficit (1,903,419)
Total stockholders' equity 1,612,938
23,883,718

The accompanying notes are an integral part of these condensed consolidated financial statements

5,009,723
314,224
10,838,467
107,739
112,385
913,463
74,839
302,430

17,673,270

1,900,997
19,574,267

27,830

3,488,527
(1,969,269)

1,547,088

3,448,085
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CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Net sales:
Related parties
Other
Less discounts to customers

Cost of sales
Gross profit
Operating expenses:
Selling
General and administrative
Income from operations
Other income (expenses):
Interest expense
Miscellaneous
Income before income taxes
Income taxes
Net income

ACL SEMICONDUCTORS INC.

(Unaudited)

$

Earnings per share - basic and diluted $
Weighted average number of shares - basic and diluted

The accompanying notes are an integral part of these condensed consolidated financial statements

3

Three Months Ended

March 31,

2007

3,268,623
28,781,984
(15,240)
32,035,367
31,148,138
887,229

17,467
600,441
269,321

(231,566)
45,093
82,848
16,998
65,850

0.00
27,829,936

March 31,

2006

4,168,683
21,010,486
(3,516)
25,175,653
24,224,716
950,937

214,200
459,087
277,650

(154,832)
22,854
145,672
31,893
113,779
0.00
27,829,936
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ACL SEMICONDUCTORS INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

(Unaudited)

Three months ended

March 31, March 31,
2007 2006
Cash flows provided by (used for) operating activities:
Net income $ 65,850 $ 113,779
Adjustments to reconcile net income to net
cash provided by (used for) operating activities:
Depreciation and amortization 40,208 8,883
Change in inventory reserve 38,461 -
Changes in assets and liabilities:
(Increase) decrease in assets
Accounts receivable - other 487,717 (314,305)
Accounts receivable - related parties (700,636) (1,899,290)
Inventories (320,677) (400,061)
Other current assets (193,116) (147,838)
Deposits (5,215) 282
Increase (decrease) in liabilities
Accounts payable 1,946,329 475,028
Accrued expenses (33,782) (20,231)
Payable related to debt settlement - (76,088)
Income tax payable (12,643) 11,805
Other current liabilities (157,410) (37,520)
Total adjustments 1,089,236 (2,399,335)
Net cash provided by (used for)
operating activities 1,155,086 (2,285,556)
Cash flows used for investing activities:
Repayments from stockholders (275,881) 1,608
Increase of restricted cash (1,376,923) (641,025)
Investment in Securities (Pledged) (769,231) -
Purchases of property, equipment and improvements (86,724) (1,001)
Net cash used for investing activities (2,508,759) (640,418)

The accompanying notes are an integral part of these condensed consolidated financial statements
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ACL SEMICONDUCTORS INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

(Unaudited)
Three Months Ended
March 31, March 31,
2007 2006
Cash flows provided by financing activities:
Proceeds on lines of credit and
notes payable 1,214,227 1,324,015
Principal payments on long-term debt 15,673 -
Loan received from related parties - -
Net cash provided by financing activities 1,229,900 1,324,015
Net decrease in cash and cash equivalents (123,773) (1,601,959)
Cash and cash equivalents, beginning of the period 1,447,486 2,537,799
Cash and cash equivalents, end of the period $ 1,323,713 $ 935,840
Supplemental disclosure of cash flow information:
Interest paid $ 231,566 $ 154,832
Income tax paid $ 29,640 $ 20,089

The accompanying notes are an integral part of these condensed consolidated financial statements
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ACL SEMICONDUCTORS INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

1. Basis of Presentation and Nature of Business Operations
Basis of Presentation

The condensed consolidated financial statements include the financial statements of ACL Semiconductors Inc.
and its subsidiaries, Atlantic Components Ltd. and Alpha Perform Technology Limited (collectively, JACL[] or the
JCompany[]). The accompanying unaudited condensed consolidated financial statements have been prepared in
accordance with the instructions to Form 10-Q and do not include all of the information and footnotes required by
accounting principles generally accepted in the United States of America for complete consolidated financial
statements. These condensed consolidated financial statements and related notes should be read in conjunction
with the Company(Js audited financial statements for the fiscal years ended December 31, 2006, 2005 and 2004
filed in the Form 10-K filed by the Company on April 17, 2007. In the opinion of management, these condensed
consolidated financial statements reflect all adjustments which are of a normal recurring nature and which are
necessary to present fairly the consolidated financial position of ACL as of March 31, 2007 and December 31,
2006, and the results of operations for the three-month periods ended March 31, 2007 and 2006 and the cash
flows for the three month-month periods ended March 31, 2007 and 2006. The results of operations for the three
months ended March 31, 2007 are not necessarily indicative of the results which may be expected for the entire
fiscal year. All significant intercompany accounts and transactions have been eliminated in preparation of the
condensed consolidated financial statements.

Nature of Business Operations

ACL Semiconductors Inc. (JCompany[] or [JACL[]) was incorporated under the State of Delaware on September 17,
2002. Through a reverse-acquisition of Atlantic Components Ltd., a Hong Kong based company, effective
September 30, 2003, the Company[]s principal activities are distribution of electronic components under the
[JSamsung[] brandname which comprise DRAM and graphic RAM, FLASH, SRAM and MASK ROM for the Hong
Kong and Southern China markets. Atlantic Components Ltd., its wholly owned subsidiary, was incorporated in
Hong Kong on May 30, 1991 with limited liability. On October 2, 2003, the Company set up a wholly-owned
subsidiary, Alpha Perform Technology Limited ([JAlpha[]), a British Virgin Islands company, to provide services on
behalf of the Company in jurisdictions outside of Hong Kong. Effective January 1, 2004, the Company has ceased
the operations of Alpha and all the related activities are consolidated with those of Atlantic.

Revenue Recognition

Product sales are recognized when products are shipped to customers, title passes and collection is reasonably
assured. Provisions for discounts to customers, estimated returns and allowances and other price adjustments are
provided for in the same periods the related revenue is recorded which are deducted from the gross sales.

Currency Reporting

Amounts reported in the accompanying condensed consolidated financial statements and disclosures are stated in
U.S. Dollars, unless stated otherwise. The functional currency of the Company([]s subsidiaries, which accounted for
most of the Company[]s operations, is reported in Hong Kong dollars (JHKD[]). Foreign currency transactions
(outside Hong Kong) during the period are translated into HKD according to the prevailing exchange rate at the
relevant transaction dates. Assets and liabilities denominated in foreign currencies at the balance sheet dates are
translated into HKD at period-end exchange rates.

For the purpose of preparing these consolidated financial statements, the financial statements of ACL reported in
HKD have been translated into U.S. Dollars at US$1.00=HKD?7.8, a fixed exchange rate maintained between the
United States and China.
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2. Earnings Per Common Share

In accordance with SFAS No. 128, [JEarnings Per Share,[] the basic earnings (loss) per common share is computed
by dividing net earnings (loss) available to common stockholders by the weighted average number of common
shares outstanding. Diluted earnings (loss) per common share is computed similarly to basic earnings (loss) per
common share, except that the denominator is increased to include the number of additional common shares that
would have been outstanding if the potential common shares had been issued and if the additional common
shares were dilutive.

3. Related Party Transactions

Transactions with Mr. Yang

As of March 31, 2007 and December 31, 2006, the Company had an outstanding payable to Mr. Yang, the
President and Chairman of our Board of Directors, totaling $637,582 and $913,463, respectively.

For the three months ended March 31, 2007 and 2006, the Company recorded and paid $119,231 and $50,000,
respectively, to Mr. Yang as compensation.

During the three months ended March 31, 2007 and 2006, the Company paid rent of $9,615 and $23,077,
respectively, for Mr. Yang[]s personal residency as additional compensation.

Transactions with Classic Electronics Ltd.

As of March 31, 2007 and December 31, 2006, the Company had outstanding accounts receivable from Classic
Electronics Ltd. ([JClassic[]) totaling $5,644,557 and $6,709,495, respectively. The Company has not experienced
any bad debt from this customer in the past. Pursuant to a written personal guarantee agreement, Mr. Yang
personally guarantees all the outstanding accounts receivable from Classic up to $10 million of accounts
receivable.

The Company leased one of its facilities and Mr. Yang([]s personal residency from Classic. Lease agreements for the
two facilities expired and were acquired by the Company on July 21, 2006. Monthly lease payments for these 2
leases totaled $6,684. The Company paid rent expense of $0 and $20,053 to Classic for the three months ended
March 31, 2007 and 2006, respectively.

Mr. Ben Wong, a director of Classic, is a 99.9% shareholder of Classic. The remaining 0.1% of Classic is owned by
a non-related party.

Transactions with Solution Semiconductor (China) 1.td.

On August 31, 2006, the Company entered into a lease agreement with Solution Semiconductor (China) Ltd.
(OSolution[]) pursuant to which we lease one a warehouse unit of approximately 968 sq. ft. gross area located at
B10, 1/F., Block B, Proficient Industrial Centre, 6 Wang Kwun Road, Kowloon Bay, Kowloon, Hong Kong.for a
monthly lease payment of $859 per month. The lease agreement for this facility expires on August 31, 2008.
Monthly lease payment for this lease totaled $859. The Company incurred and paid an aggregate rent expense of
$2,577 and $0 to Solution during the year ended March 31, 2007 and 2006.

Mr. Ben Wong, a director of the Company, is a 99% shareholder of Solution. The remaining 1% of Solution is
owned by a non-related party.
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Transactions with Systematic Information Ltd.

On April 1, 2004, the Company entered into a lease agreement with Systematic Information Ltd. (JSystematic[])
pursuant to which the Company leases one residential property for Mr. Yang[Js personal use for a monthly lease
payment of $3,205 per month. The lease agreement for this residency expires on March 31, 2008. Monthly lease
payment for this lease totaled $3,205. The Company incurred and paid an aggregate rent expense of $9,615 to
Systematic during the three months ended March 31, 2007 and 2006, respectively.

Mr. Alan Yang, the Company[]s Chief Executive Officer, majority shareholder and a director, is a director and the
shareholder of Systematic with a total of 100% interest.

Transactions with Global Mega Development Ltd.

During the three months ended March 31, 2007 and 2006, we received management fees of $1,923 and $1,923,
respectively, from Global Mega Development Ltd. (JGlobal[]). There were no outstanding accounts receivable due
from Global as of March 31, 2007 and December 31, 2006. The management fee was charged as the back office
support to Global.

Mr. Alan Yang, the Company[]s Chief Executive Officer, majority shareholder and a director, is the sole beneficial
owner of the equity interest of Global.

Transactions with Intelligent Network Technology Ltd.

During the three months ended March 31, 2007 and 2006, the Company received management fees of $1,923 and
$1,923, respectively, from Intelligent Network Technology Ltd. ([JIntelligent[]). There were no outstanding accounts
receivable due from Global as of March 31, 2007 and December 31, 2006. The management fee was charged as

the back office support to Intelligent.

Mr. Alan Yang, the Company[]s Chief Executive Officer, majority shareholder and a director, is a director and 80%
shareholder of Intelligent. The remaining 20% of Intelligent is owned by a non-related party.

Transactions with Systematic Semiconductor Ltd.

During the three months ended March 31, 2007 and 2006, the Company received management fees of $3,846 and
$3,846, respectively, from Systematic Semiconductor Ltd. (JSystematic Semiconductor{]). There were no
outstanding accounts receivable due from Global as of March 31, 2007 and December 31, 2006.

Mr. Alan Yang, the Company[]s Chief Executive Officer, majority shareholder and a director, is the sole beneficial
owner of the equity interest of Systematic Semiconductor.

Transactions with First World ILogistics Ltd.

During the three months ended March 31, 2007 and 2006, the Company sold $0 and $4,168,683, respectively, to
First World Logistics Ltd. (JFirst[]). Outstanding accounts receivable totaled $0 as of March 31, 2007 and December
31, 2006. The Company has not experienced any bad debt from this customer in the past.

During the three months ended March 31, 2007 and 2006, the Company purchased $0 and $50,640, respectively,
from First. There are no outstanding accounts payable due to First as of March 31, 2007 and December 31, 2006.

Mr. Alan Yang, the Company[]s Chief Executive Officer, majority shareholder and a director, is the sole beneficial
owner of the equity interest of First.

10
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Transactions with Aristo Technologies Ltd.

During the three months ended March 31, 2007 and 2006, the Company sold $3,628,623 and $0, respectively, to
Aristo Technologies Ltd. (JAristo[]). Outstanding accounts receivable totaled $2,428,546 and $662,972 as of March
31, 2007 and December 31, 2006, respectively. The Company has not experienced any bad debt from this
customer in the past.

During the three months ended March 31, 2007 and 2006, the Company purchased $561,717 and $0,
respectively, from Aristo. Outstanding accounts payable totaled $0 as of March 31, 2007 and December 31, 2006
respectively.

Mr. Yang, the Company[]s Chief Executive Officer, majority shareholder and a director, is the sole beneficial owner
of the equity interest of Aristo.

4. Bank Facilities

With respect to all of the above referenced debt and credit arrangements, the Company pledged its assets as
collateral collectively to a bank group in Hong Kong comprised of Dah Sing Bank Limited, DBS Bank (Hong Kong)
Ltd. (formerly Overseas Trust Bank Limited), Standard Chartered Bank (Hong Kong) Limited, The Bank of East
Asia Ltd. Citic Ka Wah Bank Limited and Hang Seng Bank Limited for all current and future borrowings from the
bank group by the Company, the debt is secured by:

1. a fixed cash deposit of $769,231 (HK$6,000,000) as collateral for loans from Dah Sing Bank Limited;

2. a fixed cash deposit of $641,025 (HK$5,000,000), a security interest on residential property and workshop
located in Hong Kong owned by Atlantic Components Ltd ([JAtlantic[]), a wholly owned subsidiary of ACL, a
security interest on residential property located in Hong Kong owned by Systematic, a related party, and a
security interest in residential property located in Hong Kong owned by City Royal Limited, a related party,
as collateral for loans from DBS Bank (Hong Kong) Ltd;

3. a fixed cash deposit of $1,298,321 (HK$10,126,901), plus unlimited personal guarantee by Mr. Yang and
Mr. Ben Wong, as collateral for loans from The Bank of East Asia, Limited;

4. a cash deposit/securities not less than $200,000 (HK$1,560,000) by CEL, a cash deposit not less than
$476,923 (HK$3,720,000) by Systematic Information, a security interest on workshop located in Hong
Kong owned by Systematic Information, a related party, a security interest on workshop located in Hong
Kong owned by Solution, a related party, plus unlimited personal guarantee by Mr. Yang as collateral for
loans from Standard Chartered Bank (Hong Kong) Limited;

5. a cash deposit not less than $700,000 by Mr. Yang, a security interest on workshop located in Hong Kong
owned by Solution, a related party plus personal guarantee by Mr. Yang as collateral for loans from Citic
Ka Wah Bank Limited;

6. a cash deposit/securities not less than $769,231 (HK$6,000,000) plus unlimited personal guarantee by
Mr.Yang as collateral for loans from Hang Seng Bank Limited.

5. Economic Dependence

The Company[]s distribution operations are dependent on the availability of an adequate supply of electronic
components under the [J[Samsung[] brand name which have historically been principally supplied to the Company by
Samsung Electronics H.K. Co., Ltd. (JSamsung HK]]), a subsidiary of Samsung Electronics Co., Ltd., a Korean public
company. Samsung HK supplied approximately 74% and 84% of materials to the Company for the three months
ended March 31, 2007 and 2006, respectively. However, there is no written supply contract between the

Company and Samsung HK and, accordingly, there is no assurance that Samsung HK will continue to supply
sufficient electronic components to the Company on terms and prices acceptable to the Company or in volumes
sufficient to meet the Company[Js current and anticipated demand, nor can assurance be given that the Company
would be able to secure sufficient products from other third party supplier(s) on acceptable terms. In

9
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addition, the Company(]s operations and business viability are to a large extent dependent on the provision of
management services and financial support by Mr. Yang.

For the 3 months ended 2007 and 2006, the Company purchased $23,667,179 and $21,110,795, respectively, of
components from Samsung HK. At March 31, 2007 and December 2006, the Company[Js accounts payable, net of
rebate receivable, due from Samsung totaled $4,817,956 and $2,545,866, respectively.

6. Segment Reporting

The Company[]s sales are generated from Hong Kong and the rest of China and substantially all of its assets are
located in Hong Kong.

7. Stock Option Plan

The Company has a 2006 Incentive Equity Stock Plan, under which the Company may grant options to its
employees for up to 5 million shares of common stock. The exercise price of each option should not be less than
the market price of the Company[]s stock on the date of grant and an option[Js maximum term is ten years. Except in
the case of Options granted to Officers, Directors and Consultants or as otherwise provided in the Option
Agreement, Options shall become exercisable at a rate of no less than 20% per year over five (5) years from the
date the Options are granted. The weighted average estimated fair value of stock options granted during 2006
was $0.064 per share. On May 16, 2006, the Company granted a total of 2,000,000 options to three employees.
The options were vested immediately and their fair value of $128,122 was expensed during the three months
ended June 30, 2006. The fair value of the options was estimated using the Black-Scholes valuation method,
assuming a dividend yield of zero, a volatility factor of 115%, risk-free interest rates prevailing at the option grant
dates which was approximately 3.75%, and expected option life was 0.6 year. A summary of the status of the
Company([]Js fixed stock option plan as of March 31, 2007, and changes during the years ending on those dates is
presented below:

Weighted
Number Average
Exercise
of Shares Price
Outstanding at December
31, 2006 2,000,000 $0.22
Granted - -
Exercised - -
Cancelled - -
Outstanding at March 31,
2007 2,000,000 $0.22
Options exercisable at
December 31, 2006 - $ N/A
Options exercisable at
March 31, 2007 -3 N/A

The following tables summarize information about fixed stock options outstanding and exercisable at March
31, 2007:

Stock Options Outstanding

Weighted
Average
Number of Remaining Weighted
Range of Shares Contractual Average

OQutstanding Life in Years

13



Exercise
Prices

$0.22

Range of
Exercise
Prices
$0.22
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2,000,000 9.2

Exercise

Price

$0.22

Stock Options Exercisable

Number of
Shares

Exercisable

Weighted
Average

Exercise Price

N/A

10
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8. Recently Issued Accounting Pronouncements

In September 2006, the SEC released Staff Accounting Bulletin No. 108, [JConsidering the Effects of Prior Year
Misstatements when Quantifying Misstatements in Current Year Financial Statements.[] SAB 108 provides
interpretive guidance on the SEC[Js views regarding the process of quantifying materiality of financial statement
misstatements. SAB 108 is effective for fiscal years ending after November 15, 2006, with early application for
the first interim period ending after November 15, 2006. The Company does not expect the adoption of SAB 108
will have a material impact on its financial position or results of operations.

In September 2006, the FASB issued Statement No. 157, [JFair Value Measurements.[] SFAS 157 defines fair value,
establishes a framework and gives guidance regarding the methods used for measuring fair value, and expands
disclosures about fair value measurements. SFAS 157 is effective for financial statements issued for fiscal years
beginning after November 15, 2007, and interim periods within those fiscal years. The Company is evaluating the
impact of this new pronouncement to its financial position and results of operations or cash flows.

In September 2006, the FASB issued Statement No. 158, JEmployers[] Accounting for Defined Benefit Pension and
Other Postretirement Plans, an amendment of FASB Statements No. 87, 88, 106, and 132(R).[J SFAS 158 requires
companies to recognize the overfunded or underfunded status of a defined benefit post-retirement plan as an
asset or liability in its balance sheet and to recognize changes in that funded status in the year in which the
changes occur through comprehensive income, effective for fiscal years ending after December 15, 2006. SFAS
158 also requires companies to measure the funded status of the plan as of the date of its fiscal year-end, with
limited exceptions, effective for fiscal years ending after December 15, 2008. The Company does not expect the
adoption of SFAS 158 will have a material impact on our financial position or results of operations, as the
Company does not currently have any defined benefit pension or other post-retirement plans.

9 Reclassification

Certain reclassifications have been made to the 2006 consolidated financial statements to conform to the 2006
presentation.

11
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ITEM 2. MANAGEMENT([]S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

THE COMPANY HAS INCLUDED IN THIS QUARTERLY REPORT CERTAIN [FORWARD-LOOKING
STATEMENTS[] WITHIN THE MEANING OF THE PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995
CONCERNING THE COMPANY[]S BUSINESS, OPERATIONS AND FINANCIAL CONDITION. JFORWARD-LOOKING
STATEMENTS[] CONSIST OF ALL NON-HISTORICAL INFORMATION, AND THE ANALYSIS OF HISTORICAL
INFORMATION, INCLUDING THE REFERENCES IN THIS QUARTERLY REPORT TO FUTURE REVENUE
GROWTH, FUTURE EXPENSE GROWTH, FUTURE CREDIT EXPOSURE EARNINGS BEFORE INTEREST, TAXES,
DEPRECIATION AND AMORTIZATION, FUTURE PROFITABILITY, ANTICIPATED CASH RESOURCES,
ANTICIPATED CAPITAL EXPENDITURES, CAPITAL REQUIREMENTS, AND THE COMPANY[]S PLANS FOR
FUTURE PERIODS. IN ADDITION, THE WORDS [JCOULD[], JEXPECTS[], JANTICIPATES[], JOBJECTIVE[], JPLAN[], [MAY
AFFECT[], JMAY DEPEND[], JBELIEVES[], JESTIMATES[], JPROJECTS[] AND SIMILAR WORDS AND PHRASES ARE ALS(
INTENDED TO IDENTIFY SUCH FORWARD-LOOKING STATEMENTS.

ACTUAL RESULTS COULD DIFFER MATERIALLY FROM THOSE PROJECTED IN THE COMPANY[]S
FORWARD-LOOKING STATEMENTS DUE TO NUMEROUS KNOWN AND UNKNOWN RISKS AND
UNCERTAINTIES, INCLUDING, AMONG OTHER THINGS, UNANTICIPATED TECHNOLOGICAL DIFFICULTIES,
THE VOLATILE AND COMPETITIVE ENVIRONMENT FOR COMPUTER AND CONSUMER ELECTRONIC
PRODUCTS, CHANGES IN DOMESTIC AND FOREIGN ECONOMIC, MARKET AND REGULATORY CONDITIONS,
THE INHERENT UNCERTAINTY OF FINANCIAL ESTIMATES AND PROJECTIONS, THE UNCERTAINTIES
INVOLVED IN CERTAIN LEGAL PROCEEDINGS, INSTABILITIES ARISING FROM TERRORIST ACTIONS AND
RESPONSES THERETO, AND OTHER CONSIDERATIONS DESCRIBED AS [JRISK FACTORS[] IN OTHER FILINGS
BY THE COMPANY WITH THE SEC INCLUDING ITS ANNUAL REPORT ON FORM 10-K. SUCH FACTORS MAY
ALSO CAUSE SUBSTANTIAL VOLATILITY IN THE MARKET PRICE OF THE COMPANY[]S COMMON STOCK. ALL
SUCH FORWARD-LOOKING STATEMENTS ARE CURRENT ONLY AS OF THE DATE ON WHICH SUCH
STATEMENTS WERE MADE. THE COMPANY DOES NOT UNDERTAKE ANY OBLIGATION TO PUBLICLY
UPDATE ANY FORWARD-LOOKING STATEMENT TO REFLECT EVENTS OR CIRCUMSTANCES AFTER THE
DATE ON WHICH ANY SUCH STATEMENT IS MADE OR TO REFLECT THE OCCURRENCE OF
UNANTICIPATED EVENTS.

ANY REFERENCE TO [JACL[], THE JCOMPANY[] OR THE [JREGISTRANTT], OWE[], JOUR[ OR QUS[] MEANS ACL
SEMICONDUCTORS INC. AND ITS SUBSIDIARIES.

Overview
Corporate Background

The Company, through its wholly-owned subsidiaries Atlantic Components Limited, a Hong Kong corporation
(DAtlantic[]) is engaged primarily in the business of distribution of memory products under [J[Samsung[] brandname
which principally comprise DRAM and Graphic RAM, FLASH, SRAM and MASK ROM for the Hong Kong and
Southern China markets. The Company[]s wholly-owned subsidiary, Alpha Perform Technology Limited ([JAlpha[]),
which previously engaged in this business, ceased activities as of January 1, 2004, when its operations were
consolidated with those of Atlantic.

As of March 31, 2007, ACL had more than 120 active customers in Hong Kong and Southern China.

ACL is in the mature stage of operations. As a result, the relationships between sales, cost of sales, and
operating expenses reflected in the financial information included in this document to a large extent represent
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future expected financial relationships. Much of the cost of sales and operating expenses reflected in our
financial statements are recurring in nature.

Critical Accounting Policies

The U.S. Securities and Exchange Commission (JSEC[]) recently issued Financial Reporting Release No. 60,
JCautionary Advice Regarding Disclosure About Critical Accounting Policies[] (OFRR 60[]), suggesting companies
provide additional disclosure and commentary on their most critical accounting policies. In FRR 60, the SEC
defined the most critical accounting policies as the ones that are most important to the portrayal of a company[]s
financial condition and operating results, and require management to make its most difficult and subjective
judgments, often as a result of the need to make estimates of matters that are inherently uncertain. Based on this
definition, ACL[Js most critical accounting policies include: inventory valuation, which affects cost of sales and
gross margin; policies for revenue recognition, allowance for doubtful accounts, and stock-based compensation.
The methods, estimates and judgments ACL uses in applying these most critical accounting policies have a
significant impact on the results ACL reports in its consolidated financial statements.

Inventory Valuation. Our policy is to value inventories at the lower of cost or market on a part-by-part basis.
This policy requires us to make estimates regarding the market value of our inventories, including an assessment
of excess or obsolete inventories. We determine excess and obsolete inventories based on an estimate of the
future demand for our products within a specified time horizon, generally 12 months. The estimates we use for
demand are also used for near-term capacity planning and inventory purchasing and are consistent with our
revenue forecasts. If our demand forecast is greater than our actual demand we may be required to take
additional excess inventory charges, which will decrease gross margin and net operating results in the future.

Allowance for Doubtful Accounts. ACL maintains an allowance for doubtful accounts for estimated losses
resulting from the inability of ACL[Js customers to make required payments. ACL[]Js allowance for doubtful accounts
is based on ACL[Js assessment of the collectibility of specific customer accounts, the aging of accounts receivable,
ACL[]Js history of bad debts, and the general condition of the industry. If a major customer[]s credit worthiness
deteriorates, or ACL[Js customers[] actual defaults exceed ACL([]s historical experience, ACL[]s estimates could change
and impact ACL[]Js reported results.

Contractual Obligations

The following table presents the Company[]s contractual obligations as of March 31, 2007 over the next five years
and thereafter:

Payments by Period

Less
Than 1-3 4-5 After 5
Amount 1 Year Years Years Years
Operating Leases 102,982 79,442 23,540
Line of credit and notes
payable [J
short-term 12,052,694 12,052,694
Short Term Loan 135,300 135,300
Long Term Loan 2,024,408 121,151 252,416 189,594 1,461,247
Total Contractual

Obligations $14,315,384 $12,388,587 $275,956 $189,594 $1,461,247

Accounting Principles; Anticipated Effect of Growth

Below is a brief description of basic accounting principles which the Company has adopted in determining its
recognition of sales and expenses, as well as a brief description of the effects that the Company believes its
anticipated growth will have on the Company[Js sales and expenses in the next 12 months.
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Net sales

Sales from Samsung HK are recognized upon the transfer of legal title of the electronic components to the
customers. The quantities of memory products the Company sells fluctuate with changes in demand from its
customers. The prices set by Samsung HK that the Company must charge its customers are expected to fluctuate
as a result of prevailing economic conditions and their impact on the market.

Sale for the quarter ended March 31, 2007 ([J2007 $t Quarter[]) increased 9% compared to the quarter ended
December 31, 2006 and 27% compared to the quarter ended March 31, 2006. The gross profit margin for the
Company during 2007 1st Quarter was 2.77%, compared to a 3.78% for the corresponding quarter in 2006.

The Company(Js gross profit for 2007 $t Quarter was $887,229, as compared to $950,937 for the quarter
ended March 31, 2006, representing a 7.0% decrease. This decrease was primarily attributable to a reduction by
Samsung HK in 2007 1st Quarter ofthe sales commission paid by Samsung HK to its agents (including the
Company) from 2.4% to 1.8%, a 25% decrease. The Company was able to significantly offset the impact of such
reduction on its gross margin by negotiating several short to medium-term supply contracts with OEM factories
in Hong Kong and South China, which resulted in a higher turnover for 2007 1st Quarter compared to the quarter
ended December 31, 2006, which is uncommon for a traditional slow season.

Although the Company[Js sales for 2007 $t Quarter remained strong, the overall PC market lagged behind
analysts[] forecasts during such period, with especially weak demand for DDR modules. The launch of Windows
Vista operating system in early 2007 did not result in a wave of upgrading in PC system as originally expected.
While the largest PC manufacturers have been offering a wide range of desktop and laptop models embedded
with Windows Vista for retail channels, in the clone market, which is the prime target market of the Company,
there was not a significant increase in demand for larger capacity DDR modules which are required for a
Windows Vista compliant system. The Company believes this is due to the fairly expensive price of the larger
capacity DDR module and the high request on VGA card if a PC system needed to be Vista compliant. On the
other hand, many DRAM manufacturers shifted their production line from Flash to produce more DRAM following
a Flash price slump in 2006, which resulted in a much greater supply of DRAM in 2007 1st Quarter. As a direct
result, Samsung[Js market share of the DRAM module market was at its lowest level in 7 years in 2007 1st Quarter,
with Samsung(]s the sales volume for DRAM dropping 22%, only slightly ahead of No. 2 Hynix.

In contrast to the market for DDR modules which experienced 45%-50% unit price drop through 2007 1st
Quarter, the market for VGA DDR chips was much better. In 2007 1st Quarter, the Company secured several
large contracts with large VGA card OEM factories, resulting in sales of approximately 5,000 DDR chips during
such quarter, principally to both the Nvidia manufacturer as well as to the newer ATI manufacturer.

The unit price of Flash components experienced a continuing drop of more than 50% at the beginning of 2007 1st

Quarter, however, towards the end of 2007 15t Quarter, there was a market shortage of Flash components and
the earlier losses attributable to the price drop were recovered. This increase in demand and price was due
largely to a market rumor of a major Flash contract between Samsung and Apple regarding its iPod series. The
increase in demand for Flash memory was also attributable to the new launch of MP3/MP4 players with larger
capacity builtin memory (up to 4GB) which became more common from manufacturers such as Samsung, Sony
and Creative etc. The overall MP3 market in 2007 1st Quarter appeared to have revived from the last 2 years of
slowdown, with much more demand after the Chinese New Year from Chinese MP3 factories. As a result of these
market forces, the Company[]s overall sales volume of Flash component was able to reach 900,000 pieces.

Cost of sales

Cost of sales consists of costs of goods purchased from Samsung HK, and purchases from other Samsung
authorized distributors. Many factors affect the Company[Js gross margin, including, but not limited to, the volume
of production orders placed on behalf of its customers, the competitiveness of the memory products industry and
the availability of cheaper Samsung memory products from overseas Samsung distributors due to
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regional demand and supply situations. Nevertheless, the Company[Js procurement operations are supported by
Samsung HK, although there is no written long-term supply agreement in place between Atlantic and Samsung
HK.

Operating expenses

The Companyl[]s operating expenses for the three months ended March 31, 2007 and 2006 were comprised of
sales and marketing and general and administrative expenses only.

Sales and marketing expenses consisted primarily of and external commissions paid to external sales
personnel and costs associated with advertising and marketing activities.

General and administrative expenses include all corporate and administrative functions that serve to support
the Company[Js current and future operations and provide an infrastructure to support future growth. Major items
in this category include management and staff salaries, rent/leases, professional services, and travel and
entertainment. The Company expects these expenses to increase as a result of increased legal and accounting
fees anticipated in connection with the Company[]s compliance with ongoing reporting and accounting
requirements of the Securities and Exchange Commission and as a result of anticipated expansion by the
Company of its business operations. Sales and marketing expenses are expected to fluctuate as a percentage of
sales due to the addition of sales personnel and various marketing activities planned throughout the year.

Interest expense, including finance charges, relates primarily to Atlantic[]s short-term and long-term bank
borrowings, which the Company intends to reduce.

Results of Operations

The following table sets forth unaudited statements of operations data for the three months ended March 31,
2007 and 2006 and should be read in conjunction with the [[Management[js Discussion and Analysis of
Financial Condition and Results of Operations[] and the Company[]s financial statements and the related notes
appearing elsewhere in this document.
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For the Three Months Ended March 31,
(US$) (Unaudited)
2007

100%
97.23%

2.77%

Our Audit Committee s functions include:

reviewing the audit plans and findings of our independent registered public accounting firm and
our internal audit staff, as well as the results of regulatory examinations, and tracking
management S corrective action plans where necessary;

reviewing our financial statements, including any significant financial items and/or changes in
accounting policies, with our senior management and independent registered public accounting
firm;

reviewing our financial risk and control procedures, compliance programs and significant tax,
legal and regulatory matters; and

appointing annually our independent registered public accounting firm, evaluating its
independence and performance and setting clear hiring policies for employees or former
employees of the independent registered public accounting firm.
During the fiscal year ended December 31, 2015, the Audit Committee held five meetings. The Audit
Committee occasionally met with the Company s independent auditors in executive sessions after
meetings. The report of the Audit Committee is included in this Proxy Statement.

The Compensation Committee. The Compensation Committee acts under a written charter that has been
approved by the Board and complies with the NYSE corporate governance rules. A current copy of the
charter is posted on the Company s website at http://www.fortress.com under Public Shareholders
Corporate Governance and is available in print to any shareholder of the Company upon request. All
members of the Compensation Committee are Independent Directors.
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Our Compensation Committee s functions include:

reviewing and recommending to the Board the salaries, benefits and equity incentive grants for
all employees, consultants, officers, directors and other individuals we compensate; and

overseeing our compensation and employee benefit plans, including the Principal
Compensation Plan.
The Compensation Committee held five meetings during the fiscal year ended December 31, 2015. The
report of the Compensation Committee is included in this Proxy Statement. Additional information on
the Compensation Committee s procedures and processes regarding the determination of executive
compensation is included below under Executive Compensation Compensation Discussion and
Analysis.

The Nominating, Corporate Governance and Conflicts Committee. The Nominating, Corporate
Governance and Conflicts Committee acts under a written charter that has been approved by the Board
and complies with the NYSE corporate governance rules. A current copy of the charter is posted on the

Company s website at http://www.fortress.com under Public Shareholders Corporate Governance and is
available in print to any shareholder of the Company upon request. The Nominating, Corporate
Governance and Conflicts Committee held four meetings during the fiscal year ended December 31,
2015.

Our Nominating, Corporate Governance and Conflicts Committee functions include:

reviewing the performance of our Board and making recommendations to the Board regarding
the selection of candidates, qualification and competency requirements for service on the Board
and the suitability of proposed nominees as directors;

advising the Board with respect to the corporate governance principles applicable to us;

overseeing the evaluation of the Board and Fortress s management;

reviewing and approving in advance any related party transaction, other than those that are
pre-approved pursuant to pre-approval guidelines or rules established by the committee; and

establishing guidelines or rules to cover specific categories of transactions.
The Nominating, Corporate Governance and Conflicts Committee works with the Board to determine
the appropriate and necessary characteristics, skills and experience of the Board, both as a whole and
with respect to its individual members. The committee evaluates biographical and background
information relating to potential candidates and interviews candidates selected by members of the
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committee and by the Board in making its decisions as to prospective candidates to the Board. While the
committee does not specifically set forth any minimum skills that a candidate must have prior to
consideration, the committee thoroughly examines a candidate s understanding of the Company s
business and other elements relevant to the success of a publicly traded company in today s business
environment and educational and professional background. In determining whether to recommend a
director for re-election, the Nominating, Corporate Governance and Conflicts Committee also considers
the director s past attendance at meetings and participation in and contributions to the activities of the
Board. The Nominating, Corporate Governance and Conflicts Committee has the authority to identify
potential nominees by asking current directors and executive officers to notify the Nominating,
Corporate Governance and Conflicts Committee if they become aware of suitable candidates. As
described below, the Nominating, Corporate Governance and Conflicts Committee will also consider
candidates recommended by shareholders. We have not paid any third party a fee to assist in the process
of identifying or evaluating candidates; however the Nominating, Corporate Governance and Conflicts
Committee may elect in the future to engage firms that specialize in identifying director candidates.

All director candidates, including those recommended by shareholders, are evaluated on the same basis.
Candidates for director must possess the level of education, experience, sophistication and expertise

required to perform the duties of a member of a board of directors of a public company of the Company s
size and scope. At a minimum, the committee will consider: (1) whether the recommended candidate is
subject to a disqualifying
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factor as described in Section 303A.02(b) of the NYSE listing standards; (2) the number of other boards
and committees on which the individual serves; (3) the extent of the individual s experience in business,
trade, finance or management; (4) the extent of the individual s knowledge of regional, national and
international business affairs; (5) whether the individual possesses the overall judgment to advise and
direct the Company in meeting its responsibilities to shareholders, customers, employees and the public;
(6) whether the individual provides the appropriate experience and expertise in light of the prevailing
business conditions and the composition of the Board; and (7) any other factors, including those set
forth in the Corporate Governance Guidelines, relating to the ability and willingness of the individual to
serve. The Company does not have a formal policy with regard to the consideration of diversity in
identifying director-nominees, but the Nominating, Corporate Governance and Conflicts Committee
strives to nominate individuals with a variety of complementary attributes and skills. Director-nominees
are also selected to provide the expertise and skills that may be required by board committees to fulfill
their duties. The committee assesses its achievement of diversity through the review of Board
composition as part of the Board s annual self-assessment process.

While the Corporate Governance Guidelines provide that the committee may, if it deems appropriate,
establish procedures to be followed by shareholders in submitting recommendations for Board
candidates, the Nominating, Corporate Governance and Conflicts Committee has not, at this time, put in
place a formal policy with regard to such procedures. The Board believes that it is appropriate for
Fortress not to have a specific policy because shareholders are always free to submit recommendations
for Board candidates, simply by following the procedures set forth in our Operating Agreement.
Shareholders wishing to nominate an individual for election at an annual meeting of shareholders must
give timely notice to the Company s Secretary and comply with all of the procedures set forth in our

Operating Agreement, as described further in Shareholder Proposals and Nominations for Next Year s

Annual Meeting.

Policy Regarding Roles of Chief Executive Officer and Chairmen of the Board of Directors. The
Company does not have a policy to separate the roles of Chief Executive Officer and Co-Chairman of
the Board of Directors, as the Board believes it is in the best interests of the Company to make that
determination based on the position and direction of the Company and the membership of the Board.

Mr. Edens served as the Company s Chief Executive Officer and Chairman of the Board of Directors
until August 2009, when we appointed a new Chief Executive Officer and Mr. Edens and Mr. Briger
were appointed Co-Chairmen of the Board. Mr. Nardone is currently serving as Chief Executive Officer
of the Company. Mr. Nardone also serves as a director, a structure that permits him to focus on the

management of the Company s day-to-day operations while still fostering communication between the

Company s management and the Board of Directors. The Company does not have a lead independent
director.

Board Role in Risk Oversight

Our Board plays a role in risk management at the enterprise level, but not at the fund level, as discussed
in more detail below.

The Company and Its Consolidated Subsidiaries
The Company s risk management is overseen by our Chief Financial Officer, Daniel Bass, who works in
conjunction with our Chief Executive Officer, Randal Nardone, and the various business risk managers

to monitor and evaluate enterprise level risk. Enterprise risk management is focused on balance sheet
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and corporate funding risk, as well as identification of systemic risks which could have broad impact
across our diversified group of businesses.

The Board regularly reviews information regarding the Company s market, credit, counterparty and
operational risks, including its liquidity. In addition to the formal compliance program, the Board

encourages management to promote a corporate culture that incorporates risk management into the
Company s corporate strategy and day-to-day business operations.
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As we have discussed in our prior annual and quarterly reports, the Board is not responsible and does
not play a role in overseeing the risk management of any private investment funds, permanent capital
vehicles and related managed accounts that Fortress manages ( Fortress Funds ). The Board has no ability

to influence any fund s choice of, or the amount of a fund s exposure to, any given counterparty. As a
result, our funds may have concentrated exposure to one or more counterparties and thus be exposed to
a heightened risk of loss if that counterparty defaults. This may mean that the Company has a significant
concentration of risk with one or more particular counterparties at any particular time when aggregate
counterparty risk is measured across all of the various Fortress Funds.

Employee Compensation Policies and Risk Management. The Company generally compensates its
employees with a combination of cash and Restricted Share Units ( RSUs ) or other equity or equity-like
arrangements designed to align the employees interests with the long-term interest of our shareholders.
In general, as employees become more senior and highly-compensated, we increase the portion of their

total compensation that is paid with equity or equity-like arrangements.

16

Table of Contents 26



Edgar Filing: ACL SEMICONDUCTOR INC - Form 10-Q

Table of Conten

EXECUTIVE OFFICERS

Set forth below is information pertaining to our executive officers who currently hold office:

Name Age Position

Peter L. Briger, Jr. 52  Principal and Director

Wesley R. Edens 54  Principal and Director

Randal A. Nardone 60  Principal, Director and Chief Executive
Officer

Daniel N. Bass 49  Chief Financial Officer

David N. Brooks 45  Vice President, General Counsel and
Secretary

Peter L. Briger, Jr. has been one of our Principals since 2002. Additional information regarding Mr.
Briger is located in this Proxy Statement under Proposal Number One: Election of Directors
Information Concerning Our Directors, Including Our Director Nominees.

Wesley R. Edens has been one of our Principals since 1998. Additional information regarding Mr. Edens
is located in this Proxy Statement under Proposal Number One: Election of Directors Information
Concerning Our Directors, Including Our Director Nominees.

Randal A. Nardone has been one of our Principals since 1998 and Chief Executive Officer since July
2013. Additional information regarding Mr. Nardone is located in this Proxy Statement under Proposal
Number One: Election of Directors Information Concerning Our Directors, Including Our Director
Nominees.

Daniel N. Bass is the Chief Financial Officer of Fortress and is a member of the Management and
Operating Committees. Prior to joining Fortress in November 2003, Mr. Bass spent 11 years at
Deutsche Bank. Over the course of his career at Deutsche Bank, he held the positions of managing
director of DB Capital Partners and managing director, Global Business Area Controller of Deutsche

Bank s Corporate Investments Division. Prior to that, Mr. Bass was a Senior Associate in the
International Tax Practice at Coopers & Lybrand. Mr. Bass is also a member of the Board of Trustees of
the Florida State University Foundation. Mr. Bass received both a B.S. and a Masters in Accounting
from Florida State University.

David N. Brooks is the General Counsel of Fortress. Mr. Brooks is also a member of the Management
and Operating Committees. Mr. Brooks joined Fortress in 2004 as the Deputy General Counsel and
succeeded to the General Counsel role in February 2007. Prior to joining Fortress, Mr. Brooks was
associated with Cravath, Swaine & Moore LLP, where he specialized in mergers and acquisitions,
capital markets transactions, including initial public offerings and high-yield debt issuances, and
providing corporate governance advice to large public companies. Mr. Brooks received a B.S. in
Economics from Texas A&M University and a J.D. from the University of Texas School of Law.
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OWNERSHIP OF THE COMPANY S SHARES

Section 16(a) Beneficial Ownership Reporting Compliance. Section 16(a) of the Securities Exchange

Act of 1934, as amended (the Exchange Act ), requires the Company s directors, executive officers and
persons who own more than ten percent of a registered class of our equity securities to file with the SEC
reports of ownership on Form 3 and changes in ownership on Forms 4 and 5. Such officers, directors
and greater-than-ten percent shareholders are also required by the SEC to furnish the Company with

copies of all forms they file under this regulation. To the Company s knowledge, based solely on a

review of the copies of such reports furnished to the Company, all Section 16(a) filing requirements
applicable to all of its reporting persons were complied with during the fiscal year ended December 31,
2015.

Security Ownership of Certain Beneficial Owners and Management. The following table sets forth,
as of April 6, 2016, the beneficial ownership of our Class A and Class B shares by (1) each person
known to us to beneficially own more than 5% of any class of the outstanding shares of the Company,
(2) each of our directors, (3) each of our named executive officers and (4) all directors and executive
officers as a group.

Beneficial ownership is determined in accordance with the rules of the SEC. To our knowledge, each
person named in the table below has sole voting and investment power with respect to all of the Class A
and Class B shares shown as beneficially owned by such person, except as otherwise set forth in the
notes to the table and pursuant to applicable community property laws. Unless otherwise indicated, the
address of each person named in the table is c/o Fortress Investment Group LLC, 1345 Avenue of the
Americas, 46th Floor, New York, New York 10105.

Class A Shares Class B Shares Total
Percentage
of
Number of Percent Number of Percent Voting
Name of Beneficial Owner Shares®  of Class® Shares of Class® Power®
Peter L. Briger, Jr.®) 63,150,298 22.8% 60,151,418 35.5% 16.4%
Wesley R. Edens® 63,294,197 22.6% 63,093,397 37.2% 16.4%
Randal A. Nardone(” 45,962,521 17.5% 45,962,520 27.1% 11.9%
Daniel N. Bass 360,150 & &
David N. Brooks 192,420 & &
David B. Barry 810,772 < &
Douglas L. Jacobs 187,300 < &
Michael G. Rantz® 90,774 % &
George W. Wellde Jr. 376,299 < &
All directors and executive officers
as a group (9 persons)® 5,217,396 24% 169,207,335 99.8% 45.2%
5% Shareholders:
Adam Levinson(10) 15,532,556 7.2% 307,143 * 4.0%
Morgan StanleyD 13,452,578 6.2% 3.5%
24,068,356 11.1% 6.2%
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Wellington Management
Company, LLP12)

*  Less than 1%

(1) In the case of the Principals and Adam Levinson, the number presented represents both Class A
shares and Fortress Operating Group (as defined hereafter) units ( FOG units ), each of which is
(together with a corresponding Class B share) exchangeable into a Class A share from time to time
in accordance with the Exchange Agreement (as defined hereafter). For more information about
the Exchange Agreement, see below Certain Relationships and Related Party Transactions Related
Party Transactions Exchange Agreement.

(2) The percentage of beneficial ownership of Class A shares is based on 216,384,655 Class A shares
outstanding as of April 6, 2016. In the case of each of our Principals (Messrs. Briger, Edens and
Nardone) and Adam Levinson, the percentage is based on the number of Class A shares deemed to
be beneficially owned by such
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Principal and Adam Levinson (as detailed in footnote 1 above) divided by the sum of (i)
216,384,655 Class A shares outstanding, plus (ii) the number of FOG units owned by such
Principal and Adam Levinson, each as of April 6, 2016. The percentage of beneficial ownership
excludes outstanding unvested RSUs.

The percentage of beneficial ownership of Class B shares is based on 169,514,478 Class B shares
outstanding as of April 6, 2016.

The total percentage of voting power is based on 216,384,655 Class A shares and 169,514,478
Class B shares outstanding as of April 6, 2016. The total percentage of voting power excludes
outstanding unvested RSUs.

Of the number of Class A shares reported to be beneficially owned by Mr. Briger, five are Class A
shares held as custodian for Mr. Briger s son, 2,998,875 are Class A shares beneficially owned by
Mr. Briger and the remainder are FOG units, which are exchangeable into Class A shares as
described in footnote 1 above.

Of the number of Class A shares reported to be beneficially owned by Mr. Edens, 800 are Class A
shares owned by Mr. Edens spouse, 200,000 are Class A shares beneficially owned by Mr. Edens
and the remainder are FOG units, which are exchangeable into Class A shares as described in
footnote 1 above.

Of the number of Class A shares reported to be beneficially owned by Mr. Nardone, one is a Class
A share beneficially owned by Mr. Nardone and the remainder are FOG units, which are
exchangeable into Class A shares as described in footnote 1 above. Does not include 209,644 Class
A shares held by The Flying O Foundation, which Mr. Nardone may be deemed to beneficially
own in his capacity as trustee.

Of the number of Class A shares reported to be beneficially owned by Mr. Rantz, 40,761 are
restricted Class A shares, which will vest in equal installments on July 29 of each of 2016 and
2017, generally subject to Mr. Rantz s continued service through the applicable vesting date.

The number and percentage of Class A shares excludes the Class A shares that are deemed to

be beneficially owned by the Principals pursuant to their exchange rights as described in footnote 1
above.

Mr. Levinson was a senior employee of the Company and is currently Chief Investment Officer of
the Graticule Asia Macro Funds on our affiliated manager platform. In January 2013, 10,333,334
of Mr. Levinson s Restricted Partnership Units ( RPUs ) vested into FOG units. In March 2013, Mr.
Levinson exchanged all of these FOG units (together with the corresponding B shares) for Class A
shares. The acquisition of Class A shares in connection with this exchange and a similar exchange
in 2012 has resulted in Mr. Levinson s ownership of Class A shares exceeding 5%.

This information is based on a Schedule 13G/A filed with the SEC on February 5, 2016, by
Morgan Stanley and Morgan Stanley Strategic Investments, Inc., 1585 Broadway, New York, NY
10036.

This information is based on a Schedule 13G/A filed with the SEC on February 10, 2016, by
Wellington Management Group LLP, Wellington Group Holdings LLP, Wellington Investment
Advisors Holdings LLP and Wellington Management Company LLP, 280 Congress Street, Boston,
MA 02210.
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EXECUTIVE COMPENSATION
Compensation Discussion and Analysis

We believe that it is important for our shareholders to understand how we compensate our top

executives and the rationale for our compensation decisions. Set forth below is a detailed discussion
regarding the compensation of our named executive officers during the last completed fiscal year, which

include our Chief Executive Officer, our Chief Financial Officer, our General Counsel and our

Principals: Peter L. Briger, Jr., Wesley R. Edens, and Randal A. Nardone. Michael E. Novogratz was a

Principal until his retirement in January 2016 and is not included in the discussion below because he
was nota named executive officer during the last completed fiscal year.

Our Compensation Goals and Philosophy Principals

The primary goals of our compensation arrangements with our Principals are to: align their interests
with the interests of our shareholders; ensure the ongoing, uninterrupted management of each of our
businesses by the Principals who sponsor them and, in many cases, act as their chief investment officers;
and further incentivize the Principals to raise new capital for our funds.

To achieve these goals, in August 2011 we entered into new, five-year employment agreements with our
Principals effective January 1, 2012, on terms and conditions substantially similar to those of their
previous agreements. In connection with the new employment agreements, we adopted a Principal

Compensation Plan under which the Principals will receive annual payments based on their respective
success in raising and investing new funds and the performance of those new funds during a given fiscal
year and, for the credit hedge fund business, on the performance of the existing assets under

management ( AUM ) of Fortress s flagship hedge funds during a given year ( Principal Performance

Payments ). Messrs. Edens and Nardone are entitled to receive payments based on the performance of

the private equity business, which includes the private equity funds and the permanent capital vehicles;
and Mr. Briger is entitled to receive payments based on the performance of the credit business, which
includes credit hedge funds and credit PE funds.

Under the Principal Compensation Plan, Principal Performance Payments are comprised of a mix of
cash and equity-based compensation, with the equity component becoming larger as performance, and
the size of the payments, increases. Specifically, the Principal Compensation Plan calls for payments of:
for the private equity business, (1) 20% of the fund management distributable earnings above a
threshold for permanent capital vehicles existing at January 1, 2012, as well as (2) either 10% or 20%
(based on the level of involvement of the Principal) of the fund management distributable earnings of
new AUM in new businesses (formed after January 1, 2012); and for the credit business, (1) 20% of the
incentive income earned from existing flagship hedge fund AUM at January 1, 2012 and (2) 20% of
fund management distributable earnings for new flagship hedge fund AUM and either 10% or 20%
(based on the level of involvement of the Principal) of the fund management distributable earnings of
new AUM in new businesses (formed after January 1, 2012). Payments of up to 10% of fund
management distributable earnings before Principal Performance Payments, in each of the Principals
respective businesses, are made in cash, and payments in excess of this threshold are made in RSUs that
will vest in equal increments over three years.

As outlined above, the Principal Performance Payments for Messrs. Edens and Nardone were based on
the performance of permanent capital vehicles existing at January 1, 2012, as well as new private equity
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funds and new permanent capital vehicles, which improved overall in 2015 compared to 2014. The
Principal Performance Payments for Mr. Briger were based on the performance of existing flagship
hedge fund AUM to the extent it generated incentive income and the performance of new flagship hedge
fund AUM and new funds in the credit business. In 2015, weaker performance of eligible credit hedge
funds was partially offset by improved performance of eligible credit PE funds. A portion of the
compensation for Messrs. Briger and Messrs. Edens and Nardone was in equity because their respective
payments exceeded 10% of the fund management distributable earnings for their respective business in
2015 and, in accordance with the Plan, such excess payment was made in RSUs. For additional
information on fund management distributable earnings and incentive income by segment, please see
Note 11 of our audited consolidated financial statements contained in our 2015 10-K.
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Pursuant to the new employment agreements, each Principal receives annual compensation of $200,000.
The Principals employment agreements contain customary post-employment non-competition and non-
solicitation covenants. In order to ensure the Principals compliance with such covenants, an amount
equal to 50% of the after-tax cash portion of any Principal Performance Payments are subject to
mandatory investment in Fortress Funds, and such invested amounts will serve as collateral against any
breach of those covenants. The Principals employment agreements are described in more detail below
under the section =~ Employment Agreements with Our Named Executive Officers.

Prior to the adoption of the Principal Compensation Plan, the only element of the Principals
compensation (since our initial public offering in February 2007) was an annual salary of $200,000
pursuant to employment agreements that were set to expire in February 2012. The Principals did not
receive any bonus payments directly from us, although they did (and continue to) receive distributions
with respect to their ownership of FOG units, in the same amount per unit and generally at the same
time as distributions are made to us in respect of the FOG units we hold.

Our Compensation Goals and Philosophy Named Executive Officers (other than Principals)

As with our Principals, we seek to compensate our Chief Financial Officer and General Counsel

(sometimes referred to below, along with our Principals, as our named executive officers or officers ) in
a manner that aligns their compensation with the creation of long-term value for our shareholders. To
achieve this goal, we have designed compensation packages for these named executive officers that aim
to reward sustained financial and operational performance for all of our businesses and to motivate these
executives to remain with the Company for long and productive careers. Our Chief Financial Officer
and General Counsel do not have any role in determining any aspect of their compensation.

Mr. Nardone, our Chief Executive Officer, is also a Principal and is therefore compensated by us under
the Principal Compensation Plan.

Compensation Elements We Use To Achieve Our Compensation Goals

We use the following compensation elements as tools to reward and retain our Chief Financial Officer
and General Counsel:

Base Salary We provide a base salary of $200,000 to assist each officer with paying basic
living expenses during the calendar year;

Bonus We generally pay discretionary cash bonuses at the beginning of the year for the prior
year s performance based upon an evaluation as to how well the officer performed during the
year in helping the Company achieve its goals; for 2015, the bonuses for our Chief Financial
Officer and General Counsel were paid based on the achievements and factors described below
in  Determining Compensation for Our Chief Financial Officer in 2015 and  Determining
Compensation for Our General Counsel in 2015 ;
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Restricted Share Units We use RSUs, which are typically subject to service-based vesting
conditions, as a component of each officer s compensation because we believe that this form of
equity- based compensation in the Company incentivizes the officer to (1) remain with the
Company and (2) build the Company in ways that create long-term value for our shareholders
and do not promote making business decisions that involve the Company undertaking excessive
levels of risk;

Profit Sharing Interests in Fortress Funds Performance We have from time-to-time granted our
Chief Financial Officer and General Counsel interests in a portion of the profits (which interests
may be calculated and awarded either in the form of partnership interests or paid out in cash on
an annual basis) earned by us through our management of various Fortress Funds to incentivize
each officer to devote focus to building our various businesses, although no such interests were
granted during 2015; and

21
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Other Compensation We also provide our named executive officers with other compensation
and benefits, which are reflected in the All Other Compensation column of the Summary
Compensation Table set forth below, that we believe are reasonable, competitive and consistent
with the Company s overall executive compensation goals and philosophy.

Determining Compensation for Our Chief Financial Officer in 2015

Daniel Bass has served as our Chief Financial Officer since 2003. As the leader of the Company s
finance and accounting, Mr. Bass is responsible for overseeing the financial operations of the Company.
Mr. Bass also oversees our IT and Facilities departments and, together with Mr. Brooks, our Human
Resources department. His strategic and operational responsibilities include, among other things,
ensuring that the Company is efficiently financed and maintains sufficient liquidity. In addition, Mr.

Bass is responsible for overseeing the Company s financial statements and continuing to build
relationships with our investors and financial counterparties.

Mr. Bass played a critical role in helping the Company maintain a strong balance sheet and improving
our liquidity during 2015. As part of this effort, Mr. Bass played a crucial role in ensuring compliance
with our credit agreement and laid the groundwork for the renewal of the credit agreement in early 2016
with very favorable terms. In addition, Mr. Bass oversees the accounting and financial planning and
analysis groups. In the first quarter of 2015, these groups completed the early adoption of the new
GAAP consolidation standards issued in early 2016. The adoption involved the de-consolidation of two
permanent capital vehicles from the Company s financial statements and the refiling of our financial
statements for the three previous years to reflect the impacts of the new standard. In addition, Mr. Bass
oversees our risk management. Mr. Bass also led our efforts to enhance our Human Resources, IT and
Facilities departments to serve our employees, including spending significant time on the advancement
of our technology developments for the front and back office operations. Mr. Bass was also heavily
involved in investor relations, meeting with existing and prospective investors to discuss the strategic
and financial activities of the Company. Mr. Bass also provided valuable advice to each of our
businesses to assist them in both building and managing their businesses effectively. In light of these
achievements, Mr. Bass received a discretionary bonus of $2,800,000 and the other compensation set
forth in the Summary Compensation Table below.

Determining Compensation for Our General Counsel in 2014

As the leader of the Company s legal and compliance department since our initial public offering, Mr.
Brooks has overall responsibility for all legal and compliance matters. These matters span a broad array
of complex laws and regulations around the globe, with the scope and complexity of such laws and
regulations increasing substantially in this heightened regulatory environment. Mr. Brooks also serves
as Secretary of the Company.

During 2015, Mr. Brooks enhanced the Company s legal and compliance departments and, together with

Mr. Bass, oversees the Human Resources department. Mr. Brooks supervised the Company s efforts to
comply with the emerging legal requirements under the Dodd-Frank Wall Street Reform and Consumer
Protection Act, as well as the legal requirements of the Sarbanes-Oxley Act of 2002 and the NYSE. As
Secretary of FIG LLC, Mr. Brooks also supervised the relationship between FIG LLC, an affiliate of the
Company that is a registered investment adviser under the Investment Advisers Act of 1940 and serves
as the registered investment adviser for various Fortress Funds, and the SEC. Mr. Brooks coordinated
the structuring of new business initiatives at the Company and the activities of the New Products
Committee. Mr. Brooks also coordinated the process of the retirement of one of our Principals, Michael
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Novogratz, during the year. Mr. Brooks also provided valuable advice to each of our businesses to assist

them in both building and managing their businesses effectively. In light of these achievements, Mr.

Brooks received a discretionary bonus of $2,800,000 as well as the compensation set forth in the
Summary Compensation Table below.

Grants with respect to 2015 to our Chief Financial Officer and General Counsel
With respect to 2015, Messrs. Bass and Brooks were granted 111,508 and 89,206 RSUs, respectively, in

the beginning of 2016. RSUs granted to Messrs. Bass and Brooks on January 29, 2016 will vest in
one-half increments on January 2, 2018 and January 2, 2019.
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Use of Compensation Consultant

During 2015, senior management engaged McLagan to assist us in comparing the compensation
packages we offer to our Chief Financial Officer and General Counsel to the compensation packages our
peer companies pay to the officers serving comparable roles for their companies. McLagan is a
compensation consulting firm that specializes in conducting proprietary compensation surveys and
interpreting pay trends in the financial services industry. The companies that participate in McLagan s
surveys generally represent peer companies, including some organizations that do not publicly disclose
compensation data for executive roles.

Management presented the results of McLagan s analysis to the Compensation Committee as part of its
review of executive compensation, and the Compensation Committee actively considered this
information in setting the 2015 compensation for the Chief Financial Officer and the General Counsel.
In addition, management retained SemlerBrossy in connection with the adoption and design of the

Principal Compensation Plan, as described above in

Principals. The Compensation Committee did not engage any compensation consultant to review either
executive or director compensation.

Our Compensation Goals and Philosophy

Also, McLagan provided management with surveys regarding certain non-executive officer employees
to help us understand how the compensation we offer to certain employees compares to the
compensation our peers offer to their employees.

Additional Details on Executive Compensation

Summary Compensation Table

The following table provides additional information regarding the compensation earned by our named
executive officers in each of the last three completed fiscal years.

Name and Principal Position Year

Wesley R. Edens
Principal

Peter L. Briger, Jr.
Principal

Randal A. Nardone
Principal and Chief
Executive Officer

Daniel N. Bass
Chief Financial Officer

Table of Contents

2015
2014
2013

2015
2014
2013

2015
2014
2013

2015
2014
2013

Salary
%)
200,000
200,000
200,000

200,000
200,000
200,000

200,000
200,000
200,000

200,000
200,000
200,000

Bonus®
&)
11,637,253
3,352,502
2,076,258

22,388,729
21,778,651
19,663,850

7,758,168
2,235,002
1,384,172

2,800,000
2,800,000
1,900,000

All Other
Stock  Compensation®
Awards® ($) ®)
1,089,953 478,4930)
470,186
181,608
177,6694 475,7423)
3,985,137 441,322
17,636,519 579,830
726,634 101,261
101,081
117,252
409,626 86,085
551,088 85,665
274,186 877,118

Total
®
13,405,699
4,022,688
2,457,866

23,242,140
26,405,110
38,080,199

8,786,063
2,536,083
1,701,424

3,495,711
3,636,753
3,251,304
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David N. Brooks 2015 200,000 2,800,000 327,701©) 143,539 3,471,240
Vice President, General 2014 200,000 2,800,000 413,316 141,041 3,554,357
Counsel and Secretary 2013 200,000 1,700,000 232,004©) 1,279,269 3,411,273

(1) Bonus and stock awards reported for the Principals represent Principal Performance Payments.

(2) See the All Other Compensation tables below for additional information.

(3) The amounts reported in  All Other Compensation include expense that the Company incurred in
connection with family office employees as follows: $141,070 for Mr. Briger, $108,521 for Mr.
Edens, and $72,347 for Mr. Nardone. There is no incremental expense incurred by the Company in
connection with the expense that is allocated to the family office employees. Mr. Briger, Mr. Edens,
and Mr. Nardone reimburse
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the Company for 100% of compensation, benefits and incremental expense related to family office
employees. The amounts reported in  All Other Compensation also include $291,424 and $341,058
that the Company paid on behalf of Mr. Briger and Mr. Edens, respectively, for internet security
services, and $14,400 that the Company paid in connection with maintaining the IT infrastructure in
Mr. Briger s home office, in order to facilitate his trading activities on behalf of certain Fortress
Funds.

(4) With respect to 2015, Messrs. Briger, Edens and Nardone were awarded 42,403, 260,132 and
173,421, respectively, dividend paying RSUs in 2016 pursuant to the Principal Compensation Plan.
With respect to 2014 and 2013, Mr. Briger was awarded 525,051 and 2,207,324 dividend paying
RSUs, respectively. The amounts in this column reflect the aggregate grant date value computed in
accordance with FASB ASC Topic 718. For a summary of the assumptions made in the valuation of
these awards, please see Note 8 of our audited consolidated financial statements in the 2015 10-K.
RSUs granted to Messrs. Briger, Edens and Nardone on February 17, 2016 will vest in one-third
increments on January 1 of each year beginning on January 1, 2017.

(5) In 2015, 2014, and 2013, Mr. Bass was awarded 65,020, 91,848, and 64,363 RSUs, respectively.
The amount in this column reflects the aggregate grant date value computed in accordance with
FASB ASC Topic 718. For a summary of the assumptions made in the valuation of these awards,
please see Note 8 of our audited consolidated financial statements in the 2015 10-K. Does not
include RSUs with respect to 2015 but awarded in 2016. See  Grants with Respect to 2015 to our
Chief Financial Officer and General Counsel.

(6) In 2015, 2014 and 2013, Mr. Brooks was awarded 52,016, 68,886 and 54,461 RSUs,
respectively. The amount in this column reflects the aggregate grant date value computed in
accordance with FASB ASC Topic 718. For a summary of the assumptions made in the
valuation of these awards, please see Note 8 of our audited consolidated financial statements
in the 2015 10-K. Does not include RSUs with respect to 2015 but awarded in 2016. See

Grants with Respect to 2015 to our Chief Financial Officer and General Counsel.
All Other Compensation Table 2015

The following table provides additional information regarding each component of the All Other
Compensation column in the Summary Compensation Table above with respect to 2015:

Value of Payments in
Life Insurance Respect of
401K and Other Profit
Matching Insurance  Sharing Interests in
Contribution Premiums Paid Funds® Total

Name %) &) ) %
Peter L. Briger, Jr. 7,950 20,398 475,742
Wesley R. Edens 7,950 20,964 478,493
Randal A. Nardone 7,950 20,964 101,261
Daniel N. Bass 7,950 21,743 56,392 86,085
David N. Brooks 7,950 21,743 113,846 143,539

(1) Amounts shown in this column reflect income earned by Messrs. Bass and Brooks in respect of the
profit sharing interest (that is, the rights to a portion of the profit earned by us) in a Fortress Fund.
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(2) The total amounts include expense that the Company incurred in connection with family office
employees as follows: $141,070 for Mr. Briger, $108,521 for Mr. Edens, and $72,347 for Mr.
Nardone. There is no incremental expense incurred by the Company in connection with the expense
that is allocated to the family office employees. Mr. Briger, Mr. Edens, and Mr. Nardone reimburse
the Company for 100% of compensation, benefits and incremental expense related to family office
employees. The total amounts also include $291,424 and $341,058 that the Company paid on behalf
of Mr. Briger and Mr. Edens, respectively, for internet security services, and $14,400 that the
Company paid in connection with maintaining the IT infrastructure in Mr. Briger s home office, in
order to facilitate his trading activities on behalf of certain Fortress Funds.
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All Other Compensation Table 2014

The following table provides additional information regarding each component of the All Other
Compensation column in the Summary Compensation Table above with respect to 2014:

Value of Payments in
Life Insurance Respect of
401K and Other Profit
Matching Insurance  Sharing Interests in
Contribution Premiums Paid Funds® Total

Name ) ) ) %
Peter L. Briger, Jr. 7,800 20,898 441,322
Wesley R. Edens 7,800 20,964 470,186
Randal A. Nardone 7,800 20,964 101,081@
Daniel N. Bass 7,800 21,743 56,122 85,665
David N. Brooks 7,800 21,743 111,498 141,041

(1) Amounts shown in this column reflect income earned by Messrs. Bass and Brooks in respect of the
profit sharing interest (that is, the rights to a portion of the profit earned by us) in a Fortress Fund.

(2) The total amounts include expense that the Company incurred in connection with family office
employees as follows: $94,826 for Mr. Briger, $124,022 for Mr. Edens, and $72,317 for Mr.
Nardone. There is no incremental expense incurred by the Company in connection with the expense
that is allocated to the family office employees. Mr. Briger, Mr. Edens, and Mr. Nardone reimburse
the Company for 100% of compensation, benefits and incremental expense related to family office
employees. The total amounts also include $281,398 and $317,400 that the Company paid on behalf
of Mr. Briger and Mr. Edens, respectively, for internet security services, and $36,400 that the
Company paid in connection with maintaining the IT infrastructure in Mr. Briger s home office, in
order to facilitate his trading activities on behalf of certain Fortress Funds.

All Other Compensation Table 2013

The following table provides additional information regarding each component of the All Other
Compensation column in the Summary Compensation Table above with respect to 2013:

Value of Payments in
Life Insurance Respect of
401K and Other Profit
Matching Insurance  Sharing Interests in
Contribution Premiums Paid Funds® Total

Name $) ) $) $)

Peter L. Briger, Jr. 7,650 20,889 579,830
Wesley R. Edens 7,650 20,389 181,6083)
Randal A. Nardone 7,650 20,389 117,252
Daniel N. Bass 7,650 21,519 847,949 877,118
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David N. Brooks 7,650 21,519 1,250,100 1,279,269

(1) Amounts shown in this column reflect income earned by Messrs. Bass and Brooks in respect of the
profit sharing interest (that is, the rights to a portion of the profits earned by us) held by each of
them in a variety of Fortress Funds.

(2) This total includes $164,492 of expense that the Company incurred in connection with family office
employees, $274,800 that the Company paid on behalf of Mr. Briger to an internet security firm,
$36,400 that the Company paid in connection with maintaining the IT infrastructure in Mr. Briger s
home office in order to facilitate his trading activities on behalf of certain Fortress Funds, and
$75,600 that the Company paid in connection with providing personal security at Mr. Briger s
residence for a period during 2013.

(3) This total includes $133,069 of expense that the Company incurred in connection with family office
employees and $20,000 that the Company paid on behalf of Mr. Edens to an internet security firm.

(4) This total includes $88,713 of expense that the Company incurred in connection with family office
employees.
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2015 Grants of Plan-Based Awards

The following table summarizes grants of RSUs made to our named executive officers during 2015.
Messrs. Briger, Edens, Nardone, Bass and Brooks also received grants in 2016, which were earned in
2015, as disclosed in the Summary Compensation Table (with respect to Messrs. Briger, Edens, and

Nardone) and

Name

Peter L. Briger
Daniel N. Bass
David N. Brooks

Grants with respect to 2015 to our Chief Financial Officer and General Counsel (with

respect to Messrs. Bass and Brooks).

Grant Date
Fair
Value of
All Other Stock
Grant Stock Awards
Date Awards (#) $)D
2/9/2015 525,051 3,985,137
1/30/2015 65,020 409,626
1/30/2015 52,016 327,701

(1) The amount in this column reflects the aggregate grant date fair value of the RSUs, in each case
computed in accordance with FASB ASC Topic 718. For a summary of the assumptions made in
the valuation of these awards, please see Note 8 of our audited consolidated financial statements
contained in our 2015 10-K.
Outstanding Restricted Share Units Owned by Named Executive Officers at Fiscal Year-End

The following table provides additional information on the current holdings of RSUs by our named
executive officers as of December 31, 2015. Messrs. Briger, Edens, Nardone, Bass, and Brooks also
received grants in 2016, which were earned in 2015, as disclosed in the Summary Compensation Table

(with respect to Messrs. Briger, Edens, and Nardone) and

Name
Peter L. Briger(!)

Daniel N. Bass®

David N. Brooks®
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Grants with respect to 2015 to our Chief

Financial Officer and General Counsel (with respect to Messrs. Bass and Brooks).

RSU
Award
Grant
Date
2/09/2015
2/12/2014
2/13/2013

1/30/2015
1/31/2014
1/31/2013

1/30/2015

Type of RSU Award
Dividend Paying RSU
Dividend Paying RSU
Dividend Paying RSU

Non-Dividend Paying RSU
Non-Dividend Paying RSU
Non-Dividend Paying RSU

Non-Dividend Paying RSU

Number
of
RSUs
525,051
1,471,549
676,154

65,020
91,848
32,181

52,016

Market
Value
of RSU
Awards®
%)
2,672,510
7,490,184
3,441,624

330,952
467,506
163,801

264,761
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1/31/2014  Non-Dividend Paying RSU 68,886 350,630
1/31/2013  Non-Dividend Paying RSU 27,230 138,601

(1) RSUs granted on February 9, 2015, will vest in one-third increments on January 1 of each year
beginning on January 1, 2016. The remaining RSUs granted on February 12, 2014 will vest in
one-half increments on January 1, 2016 and January 1, 2017. The remaining RSUs granted on
February 13, 2013 will vest on January 1, 2016.

(2) RSUs granted on January 30, 2015, will vest in one-half increments on January 2, 2017 and
January 2, 2018. RSUs granted on January 31, 2014 will vest on January 2, 2019. The remaining
RSUs granted on January 31, 2013 will vest on January 2, 2016.

(3) The market value of the RSUs shown in this column represents the per share closing price of
Fortress s Class A shares as of December 31, 2015, which was $5.09, multiplied by the number of
unvested RSUs awarded. The amounts shown above for the non-dividend paying RSUs do not
reflect the discount that would be applied to such RSUs in light of the fact that the holders thereof
are not entitled to dividends.

26

Table of Contents 45



Edgar Filing: ACL SEMICONDUCTOR INC - Form 10-Q

Table of Conten
Stock Vested During the Last Completed Fiscal Year

The following table provides additional information on the vesting during the last completed fiscal year
of RSUs held by our named executive officers.

Number of Class A shares

acquired on vesting Value realized
Name #) on vesting ($)
Peter L. Briger 1,411,929 11,323,671
Daniel N. Bass 74,555 604,641
David N. Brooks 62,541 507,208

(1) The value realized on vesting is computed by multiplying the number of shares of stock by the
market value of the shares on the vesting date.
Potential Payments Upon Change-in-Control or Termination

Change-in-Control

We do not have any employment agreements or other arrangements that provide for any cash payment
to any of our named executive officers in connection with a change in control of the Company.

If Mr. Bass or Mr. Brooks were terminated within 12 months after the occurrence of a change in control
resulting in the common equity of the Company no longer being publicly traded, then 100% of their
RSUs would vest as of the date of their termination. Mr. Bass and Mr. Brooks may also be entitled to
certain other rights with respect to their RSUs (such as the substitution of rights in the equity of an
acquiring company) in the event of a change in control under other circumstances. If a change in control
and a qualifying termination had occurred on December 31, 2015, the value of the RSUs (based on the
share price of $5.09 on December 31, 2015) that would have vested as a result would have been
$962,259 and $753,992 for Messrs. Bass and Brooks, respectively.

Termination Principals

Our employment agreements with each principal provide that if the principal s employment is terminated
by us without cause during the term of the agreement, the principal will be paid a lump sum separation
payment equal to three times his then-current salary plus his unpaid accrued salary through the date of

termination, subject to the provision of a satisfactory release of claims. The Principal Compensation

Plan generally provides that if a principal is terminated without cause, he will be entitled to the payment

he otherwise would have been entitled to for the full year in which he was terminated with respect to
hedge funds and permanent capital vehicles, and he will be entitled to the vested portion of any award
with respect to incentive fees on new private equity funds and permanent capital vehicles, in each case
subject to the provision of a satisfactory release of claims.

If the employment of any principal had been terminated without cause on December 31, 2015, then the

Company would have paid the terminated principal a lump sum separation payment of $600,000
(calculated as three times the then-current $200,000 annual salary of each principal), as well as his
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accrued but unpaid salary through December 31, 2015, pursuant to his employment agreement. No other
benefits or payments would be provided to the terminated principal under the agreement.

A termination without cause can only occur with the approval of our Class B shareholders. In general,
cause is defined in each principal s agreement as:

(1) the willful engaging by the principal in illegal or fraudulent conduct or gross misconduct which,
in each case, is materially and demonstrably injurious (x) to Fortress, (y) to the reputation of
either the principal or Fortress or (z) to any of Fortress s material funds or businesses;

(i1) conviction of a felony or guilty or nolo contendere plea by the principal with respect thereto; or
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(iii) a material breach by the principal of the non-competition or non-solicitation covenants
contained in the agreement, if such breach is curable and is not cured within 30 business days
following receipt of a notice of such breach or if such breach is not curable.
For purposes of this provision, no act, or failure to act, on the part of the principal shall be considered
willful unless it is done, or omitted to be done, by the principal in bad faith or without reasonable belief
that the principal s action or omission was in the best interests of Fortress or was done, or omitted to be
done, with reckless disregard to the consequences. Any act, or failure to act, based upon authority given
pursuant to a resolution duly adopted by the board or based upon the advice of counsel for Fortress shall
be conclusively presumed to be done, or omitted to be done, by the principal in good faith and in the
best interests of Fortress. The cessation of employment of the principal shall not be deemed to be for
cause unless and until there shall have been delivered to the principal a copy of a resolution duly
adopted by the affirmative vote of two-thirds of the members of the Board at a meeting of the Board
called and held for such purpose (after reasonable notice is provided to the principal and the principal is
given an opportunity, together with counsel, to be heard before the Board), finding that in the good faith
opinion of the Board, the principal is guilty of the conduct constituting cause and specifying the
particulars thereof in detail.

Termination Chief Financial Officer and General Counsel

The employment letter agreements we have with Mr. Bass and Mr. Brooks have exhibits that document
the profit sharing interests that Mr. Bass and Mr. Brooks hold in a variety of Fortress Funds. Their RSU
award agreements also have exhibits that document the vesting schedule of their RSUs. These

agreements provide that, in the event that either Mr. Bass or Mr. Brooks is terminated without cause, (1)
for RSUs granted in 2013, 50% of the currently outstanding RSUs will vest on the next regularly
scheduled vesting date, for RSUs granted in 2014, the number of RSUs that will vest is based on the
number of months that have elapsed since the grant date in relation to the total vesting period and for
RSUs granted in 2015, 25% of currently outstanding RSUs will vest on the next regularly scheduled
vesting date and (2) he will be entitled to be paid certain amounts in respect of his profits interests in
Fortress Funds in the calendar year in which he was terminated. If a qualifying termination had occurred
as of December 31, 2015, the value of the RSU grant that would have vested (based on a share price of
$5.09 on December 31, 2015) would have been $346,894 and $272,178 for Mr. Bass and Mr. Brooks,
respectively. The amounts that Mr. Bass and Mr. Brooks would have been entitled to in respect of such
profits interests if they had been terminated during 2015 would have been $56,392 and $113,846,
respectively. The amount that would be due upon such a termination occurring during any future year
would be dependent on the performance of the underlying Fortress Funds, and such amount may differ
meaningfully from past amounts. In addition, Mr. Bass and Mr. Brooks would each potentially be
entitled to accelerated vesting of certain profits interests in Fortress Funds upon a termination of their

employment without cause, although such acceleration would not involve the payment of any cash
amounts at the time of termination. Mr. Bass and Mr. Brooks are not entitled to any other payments or

benefits from the Company upon a termination of their employment. Cause is defined for purposes of
these provisions as the commission by Mr. Bass or Mr. Brooks of an act of fraud or dishonesty, or the
failure to perform their duties, in each case in the course of their employment.

Employment Agreements with Our Named Executive Officers
Set forth below is additional information regarding the employment agreements we have entered into

with our named executive officers:
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Employment Agreements with Our Principals

In August 2011, Fortress entered into an employment, non-competition and non-solicitation agreement

with each principal (each referred to as an officer in this section describing such agreements). Each
officer who is a principal will also serve as an officer and director of a number of Fortress entities. The
initial term of the agreement is the first five years after the effective date therein, which, in each case, is
January 1, 2012. The
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agreement s term automatically renews for an additional year each year thereafter, unless notice of
intention not to renew is given by either party in accordance with the agreement. Each officer has the
right to voluntarily terminate his employment with Fortress at any time.

Each officer is entitled during his employment to annual compensation of $200,000, which may be
increased, but not decreased, at the discretion of the Board, and the officer is entitled to participate in all
employee retirement and welfare benefit plans of Fortress, subject to the terms and conditions of such
plans. The agreement requires the officer to protect the confidential information of Fortress both during
and after employment. The agreement also requires the officer to refrain from soliciting employees or

interfering with Fortress s relationships with investors both during and for a period of 24 months after
termination of employment.

Employment Letter with the Chief Financial Officer

We have a letter agreement, dated January 25, 2007, as subsequently amended, with our Chief Financial
Officer, Daniel N. Bass, which states certain terms and conditions of his continuing employment. This

employment letter provides that Mr. Bass is an employee at will, whose employment may be terminated
at any time, either by us or by him.

The employment letter provides for a base salary of $200,000 and possible discretionary bonuses. Mr.
Bass is eligible to participate in our 401(k) plan and in other benefit plans and arrangements generally
made available to our senior executives from time to time and is entitled to vacation each year in

accordance with Fortress s vacation policy applicable to employees, as amended from time to time. The

letter s exhibits document certain profit sharing interests held by Mr. Bass in a variety of Fortress Funds.
Mr. Bass agrees not to compete with us during his employment, and, if we terminate his employment

with cause (as defined in the employment letter) or he resigns, he must not compete with us for twelve

months after termination. During his employment and for two years thereafter he will not solicit any of
our employees to leave our employment or hire any of our former employees within one year of such

employee s termination. During his employment and for two years thereafter he will not intentionally
interfere with our relationship with, or endeavor to entice away, any of our investors.

Employment Letter with the General Counsel

We have a letter agreement, dated February 13, 2007, as subsequently amended, with David N. Brooks,
our Vice President, General Counsel and Secretary, which states certain terms and conditions of his

continuing employment. This employment letter provides that Mr. Brooks is an employee at will, whose
employment may be terminated at any time, either by us or by him.

The employment letter provides for a base salary of $200,000 and possible discretionary bonuses. Mr.
Brooks is eligible to participate in our 401(k) plan and in other benefit plans and arrangements generally
made available to our senior executives from time to time and is entitled to vacation each year in
accordance with Fortress s vacation policy applicable to employees, as amended from time to time. The
letter s exhibits document certain profit sharing interests held by Mr. Brooks in a variety of Fortress
Funds. Mr. Brooks agrees not to compete with us during his employment, and, if we terminate his
employment with cause (as defined in the employment letter) or he resigns, he must not compete with us
for twelve months after termination. During his employment and for two years thereafter he will not
solicit any of our employees to leave our employment or hire any of our former employees within one
year of such employee s termination. During his employment and for two years thereafter he will not
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intentionally interfere with our relationship with, or endeavor to entice away, any of our investors.
Shareholder Votes on Executive Compensation

At our 2011 annual general meeting of shareholders, our shareholders voted to hold an advisory vote on
executive compensation every three years. Consistent with that vote, the Board resolved to accept the

shareholders recommendation. We held an advisory vote on executive compensation at our 2014 annual
meeting and next advisory vote on executive compensation will be held at the 2017 annual meeting.
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At our 2014 annual general meeting of shareholders, our shareholders also expressed their support of the
Company s executive compensation programs. Approximately 99% of the votes cast supported our
executive compensation policies and practices. The Compensation Committee viewed the vote as a
strong expression of our shareholders general satisfaction with the Company s current executive
compensation programs. As a result, the Compensation Committee decided that it was not necessary to
implement changes to our executive compensation programs.

Compensation Committee Interlocks and Insider Participation

None.
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DIRECTOR COMPENSATION

We do not, and do not intend to, compensate our directors who are also our employees or who are
otherwise affiliated with us for their service on our Board.

The compensation program for our non-employee directors is designed to achieve three goals: (1) fairly
compensate directors for their service to the Company given its size and the complexity of its operations

and structure; (2) align the directors interests with the long-term interests of our shareholders; and (3)
incentivize the directors to continue to serve as board members. We use the following compensation
elements as tools to reward and retain our non-employee directors:

Board Service Each non-employee director receives an annual fee equal to $100,000, payable
semi- annually (generally paid in June and December).

Committee Service Each non-employee director receives an annual fee equal to $10,000 for
committee service, and the chairs of the Audit Committee, Compensation Committee, and
Nominating, Corporate Governance and Conflicts Committee receive annual fees of $30,000,
$15,000 and $15,000, respectively (generally paid in December).

Annual Stock Grant Each non-employee director receives an annual stock grant equal to
$100,000. The shares are granted on the day immediately preceding our annual shareholder
meeting, provided that the director is serving on the Board as of that date.
At the option of the director, the fees described above may be paid in Class A shares, based on the value
of our Class A shares on the date prior to issuance, rather than in cash, provided that any such issuance
does not prevent such director from being determined to be independent. We encourage our
non-employee directors to own at least a minimum amount of Class A shares. We also reimburse our
non-employee directors for the expenses they incur in connection with their Board service.

Non-Employee Director Compensation Table

The following table provides additional information on the compensation we paid to our non-employee
directors in 2015.

Fees
Earned or Stock
Paid in Cash  Awards(W® Total
Name % % ®
David B. Barry 219,992 219,992
Richard N. Haass® 15,774 15,774
Douglas L. Jacobs 140,000 99,996 239,996
Michael G. Rantz®. 336,293 336,293
George W. Wellde, Jr. 239,995 239,995
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(1) The amounts in this column reflect: (i) the grant date fair value (computed in accordance with
FASB ASC Topic 718) of each non-employee director s stock grants with respect to 2015, and (ii)
with respect to Messrs. Barry, Rantz and Wellde, the fair value of shares each received in lieu of
cash as compensation for his board service. For a summary of the assumptions made in the
valuation of the stock grants, please see Note 8 of our audited consolidated financial statements
contained in our 2015 10-K.

(2) The number of Class A shares granted to each director is detailed in the table below. Class A shares
granted with respect to compensation payable in December are usually delivered in January of the
following year.

(3) Mr. Haass resigned from the Board effective February 25, 2015.

(4) Mr. Rantz was appointed to our Board effective July 29, 2015.
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Stock Awards to Non-Employee Directors

The number of Class A shares granted to each of our non-employee directors to date is detailed in the

Name
David B. Barry

Douglas L. Jacobs()

George W. Wellde, Jr.®

Table of Contents

Grant
Date
1/4/2016
6/30/2015
5/20/2015
1/05/2015
6/30/2014
5/21/2014
1/6/2014
7/16/2013
5/23/2013
1/2/2013
6/29/2012
5/23/2012
1/3/2012
6/30/2011
5/23/2011

5/20/2015
5/21/2014
5/23/2013
5/23/2012
5/23/2011

6/7/2010

2/9/2007

1/4/2016
6/30/2015
5/20/2015

1/5/2015
6/30/2014
5/21/2014

1/6/2014
7/16/2013
5/23/2013

1/2/2013
6/29/2012
5/23/2012

1/3/2012
6/30/2011
5/23/2011

Number of
Stock Awards

13,752
6,849
12,594
8,631

6,720
14,347
8,121

7,622
14,184
15,251
14,837
32,895
20,290
10,374
19,305

12,594
14,347
14,184
32,895
19,305
28,409
16,216

17,682

6,849
12,594
11,097

6,720
14,347
10,441

7,622
14,184
19,608
14,837
32,895
26,087
10,374
19,305

table below.

Grant Date
Fair Value

$)
69,998
49,998
99,996
69,997
49,997
99,999
70,003
50,000
100,000
70,002
50,001
100,001
70,000
50,003
100,000

99,996

99,999
100,000
100,001
100,000
100,000
300,000

90,001
49,998
99,996
89,997
49,997
99,999
90,001
50,000
100,000
90,001
50,001
100,001
70,070
50,003
100,000
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Michael G. Rantz®

Table of Contents

1/3/2011
6/30/2010
6/7/2010
1/7/2010
8/4/2009

1/4/2016
7/29/2015

32

12,165
17,422
28,409

3,841
89,820

10,013
40,761

70,070
50,001
100,000
20,548
386,226

50,966
285,327
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(1) Mr. Jacobs was granted a number of restricted Class A shares on February 9, 2007, equal in
value to $300,000, based on a price per Class A share of $18.50, which was the price at
which Class A shares were sold to the public in our initial public offering. These restricted
shares vested in three equal portions on the day immediately preceding our annual
shareholders meetings in each of 2008, 2009 and 2010. Dividends are payable on these
shares (including during the restricted period).

(2) Mr. Wellde was granted 89,820 restricted Class A shares on the date he joined the Board in 2009,
equal in value to $300,000, based on a price per Class A share of $3.34, as determined based upon
the average closing price of the Company s Class A shares over the 30-trading-day period preceding
August 4, 2009. These restricted shares vested in three equal portions on the day immediately
preceding our annual shareholders meetings in each of 2010, 2011 and 2012. Dividends are payable
on these shares (including during the restricted period).

(3) Mr. Rantz was granted 40,761 restricted Class A shares on the date he joined the Board in
2015, equal in value to $300,000, based on a price per Class A share of $7.36, as determined
based upon the average closing price of the Company s Class A shares over the
30-day-trading period preceding July 29, 2015. These restricted shares vest in two equal
increments on the anniversary of his appointment in each of 2016 and 2017 (provided that
Mr. Rantz is still serving as of the applicable vesting date). Dividends are payable on these
shares (including during the restricted period).

33

Table of Contents 57



Edgar Filing: ACL SEMICONDUCTOR INC - Form 10-Q

Table of Conten

COMPENSATION COMMITTEE REPORT

The Compensation Committee of the Board, which is comprised of three independent directors, operates

pursuant to a written charter, which was adopted in February 2007 and amended in April 2013. The
charter is available at http://www.fortress.com under Public Shareholders Corporate Governance.

The Compensation Committee is primarily responsible for reviewing, approving and overseeing the
Company s compensation plans and practices and works with management to establish the Company s

executive compensation philosophy and programs. The members of the Committee at the end of the

2015 fiscal year were George W. Wellde, Jr. (Chair), Douglas L. Jacobs and Michael G. Rantz.

The Committee has reviewed and discussed the Compensation Discussion and Analysis with

management and has recommended to the Board that the Compensation Discussion and Analysis be

included in this Proxy Statement.

Respectfully submitted,

The Compensation Committee

George W. Wellde, Jr., Chair

Douglas L. Jacobs

Michael G. Rantz
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REPORT OF THE AUDIT COMMITTEE

The Audit Committee reviewed Fortress s audited consolidated financial statements as of and for the
year ended December 31, 2015, and discussed these financial statements with Fortress s management,
including a discussion of the quality and the acceptability of the accounting principles, the
reasonableness of significant judgments and estimates, and the clarity and completeness of disclosures
in the financial statements. Fortress s independent registered public accounting firm, Ernst & Young
LLP, is responsible for performing an independent audit of Fortress s financial statements in accordance
with the standards of the Public Company Accounting Oversight Board (the PCAOB ) and for issuing a
report on their audit of the financial statements. The Audit Committee s responsibility is to monitor and
review these processes. The Audit Committee also reviewed and discussed with Ernst & Young LLP the
audited financial statements and the matters required by PCAOB Auditing Standard No. 16
(Communication with Audit Committees) and other matters the Committee deemed appropriate.

Fortress s independent registered public accounting firm also provided the Audit Committee with the
written letter required by Rule 3526 of the PCAOB, Communications with Audit Committees
Concerning Independence. Rule 3526 requires auditors annually to disclose in writing all relationships
that in the auditors professional opinion may reasonably be thought to bear on independence, to confirm

their independence and to engage in a discussion of independence. The Audit Committee also
considered whether the independent auditors provision of other, non-audit related services to Fortress is
compatible with maintaining such auditors independence.

Based on its discussions with management and Ernst & Young LLP, and its review of the

representations and information provided by management and Ernst & Young LLP, the Audit
Committee recommended to Fortress s Board that the audited financial statements be included in
Fortress s Annual Report on Form 10-K for the year ended December 31, 2015. In addition, the Audit

Committee has also recommended, subject to shareholder approval, the appointment of Ernst & Young
LLP as the Company s Independent Registered Public Accounting Firm for the fiscal year ending

December 31, 2016.

Respectfully submitted,

The Audit Committee

Douglas L. Jacobs, Chair

David B. Barry

George W. Wellde, Jr.
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS
Policies and Procedures for Related Party Transactions

Prior to the completion of our initial public offering in February 2007, our Board adopted a Policy and
Procedures with Respect to Related Person Transactions, which we refer to as our Related Person Policy
(as amended in April 2015). Pursuant to the terms of the Related Person Policy, the Nominating,
Corporate Governance and Conflicts Committee of our Board must review and approve in advance any
related party transaction, other than those that are pre-approved pursuant to pre-approval guidelines or
rules that may be established by such committee to cover specific categories of transactions, including
the guidelines described below. All Related Persons (defined below) are required to report to our legal
department any such related person transaction prior to its completion and the legal department will
determine whether it should be submitted to the Nominating, Corporate Governance and Conflicts
Committee for consideration.

Our Related Person Policy covers all transactions, arrangements or relationships (or any series of similar
transactions, arrangements or relationships) in which the Company (including any of its consolidated
subsidiaries (that is, not including the Fortress Funds) was, is or will be a participant and the amount
involved exceeds $120,000 and in which any Related Person had, has or will have a direct or indirect
material interest.

Our Related Person Policy provides that the following transactions shall be deemed pre-approved by the
Nominating, Corporate Governance and Conflicts Committee, even if the aggregate of any one or more
of such transactions exceeds $120,000: (1) any investment by a Related Person in a private investment
fund or other private collective investment vehicle managed by us or any of our subsidiaries or affiliates
with respect to which management and incentive fees are waived (partially or in full), so long as it is not
in violation of such fund s organizational documents; (2) any investment by a Related Person in an
offering of securities of an issuer (other than securities of an entity covered by clause (1) above)
controlled or managed by us or any of our subsidiaries or affiliates; (3) any other investment by a
Related Person or any other transaction arrangement or relationship in which a Related Person
participates so long as such investment, transaction, arrangement or relationship is also generally
available to our senior employees; and (4) any entry of investment funds or publicly traded permanent
capital vehicles into management or similar or related agreements with the Company or any of its
subsidiaries or affiliates, or amendments thereto, in which a Related Party may have a material interest.

A Related Person, as defined in our Related Person Policy, means any person who is, or at any time
since the beginning of the Company s last fiscal year was, a director or executive officer of the Company
or a nominee to become a director of the Company, any person who is known to be the beneficial owner

of more than 5% of any class of the Company s voting securities, any immediate family member of any
of the foregoing persons, which means any child, stepchild, parent, stepparent, spouse, sibling,
mother-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law or sister-in-law of the director,
executive officer, nominee or more than 5% beneficial owner or any person (other than a tenant or
employee) sharing the household of such director, executive officer, nominee or more than 5%
beneficial owner, and any firm, corporation or other entity in which any of the foregoing persons is
employed or is a general partner or principal or in a similar position or in which such person has a 5% or
greater beneficial ownership interest.

Related Party Transactions
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The following is a summary of material provisions of various transactions we have entered into with our
executive officers, directors or 5% or greater shareholders. We believe the terms and conditions set forth
in such agreements are reasonable and customary for transactions of this type.

Formation Transactions

Prior to December 31, 2009, our business was conducted by Fortress Operating Entity I LP and certain

of its predecessors by merger (the Operating Entities ) and Principal Holdings I LP ( Principal Holdings )
(the
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Operating Entities together with Principal Holdings, the limited partnerships through which we conduct

our business and hold our principals investments, are referred to herein as the Fortress Operating

Group ), which collectively manage the Fortress Funds. Fortress Investment Group LLC was formed as a
Delaware limited liability company for the purpose of completing the Nomura transaction, our initial
public offering and the related transactions in order to carry on our business as a publicly-traded entity.
As a result of the Nomura transaction and the transactions contemplated by our initial public offering,
Fortress Investment Group LLC acquired control of the Fortress Operating Group and, as of December
31, 2015, held approximately 56.1% of the FOG units.

On December 18, 2006, the principals entered into a securities purchase agreement with Nomura
Investment Managers U.S.A., Inc., a Delaware corporation ( Nomura ), whose ultimate parent is Nomura
Holdings, Inc., a Japanese corporation. On January 17, 2007, Nomura completed the transaction by
purchasing 55,071,450 Class A shares of the Company for $888 million and the Company in turn
purchased 55,071,450 Fortress Operating Group limited partnership units, which represented 15% of
Fortress Operating Group s economic interests, from the principals for $888 million (the foregoing
transactions, collectively, the Nomura transaction ).

In connection with the closing of the Nomura transaction, we formed FIG Corp., as a Delaware
corporation, and FIG Asset Co. LLC, as a Delaware limited liability company, our two wholly-owned
intermediate holding companies. In connection with the consummation of our initial public offering, we
completed the following transactions:

we granted rights to the investors in the consolidated Fortress Funds to provide a simple

majority of the respective unrelated limited partners with the right to accelerate the date on

which the fund is liquidated, without cause, in accordance with certain procedures, or otherwise
the ability to exert control over the fund, which resulted in our deconsolidation of these funds as
of March 31, 2007;

we issued Class A shares to Nomura for net proceeds of $888.0 million (as described above);

FIG Corp. and FIG Asset Co. LLC (on behalf of any affiliated corporation) entered into a tax
receivable agreement with our Principals, as described below;

we entered into an employment agreement with each of our Principals;

we entered into an investor shareholder agreement with Nomura, as described below;

we issued Class A shares in our initial public offering for net proceeds of approximately $652.7
million; and
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we entered into a shareholders agreement between the Company with our Principals (the
Shareholders Agreement ), as described below, and our Principals entered into the principals
agreement.
We refer to the foregoing collectively as the Transactions.

As a result of the Transactions:

Fortress Investment Group LLC is a holding company, and our primary assets are our indirect
controlling general partner interest in the Fortress Operating Group and our FOG units, held
through the intermediate holding companies;

our Principals acquired a majority of the FOG units and all of our Class B shares;

FIG Corp. or FIG Asset Co. LLC, as applicable, became the sole general partner of each of the
entities that constitute the Fortress Operating Group. Accordingly, we operate and control the
business of the Fortress Operating Group and its subsidiaries; and

net profits, net losses and distributions of the Fortress Operating Group were allocated and
made to its unitholders, on a pro rata basis in accordance with their respective FOG units.
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The remaining Transactions collectively comprise the reorganization pursuant to which the Principals,
Nomura and the public acquired 100% of our outstanding Class A and Class B shares and our
concurrent acquisition, through two intermediate holding companies, of the controlling general partner
interest in the Fortress Operating Group and our FOG units.

Shareholders Agreement

Prior to the consummation of our initial public offering, we entered into the Shareholders Agreement
with our Principals. The Shareholders Agreement, as amended, provides the Principals with certain
rights with respect to the approval of certain matters and the designation of nominees to serve on our
Board as well as registration rights for our securities that they own.

Principals Approval

The Shareholders Agreement provides that, so long as the Principals and their permitted transferees
collectively own securities representing more than 40% of the total combined voting power of all of our
outstanding Class A and Class B shares, our Board shall not authorize, approve or ratify any action
described below without the prior approval (which approval may be in the form of an action by written
consent) of Principals that are employed by the Fortress Operating Group holding our outstanding
shares representing greater than 50% of the total combined voting power of all of our outstanding Class
A and Class B shares held by such Principals, collectively:

any incurrence of indebtedness, in one transaction or a series of related transactions, by us or
any of our subsidiaries in an amount in excess of approximately 10% of the then existing
long-term indebtedness of us and our subsidiaries;

any issuance by us, in any transaction or series of related transactions, of equity or
equity-related outstanding shares which would represent, after such issuance, or upon
conversion, exchange or exercise, as the case may be, at least 10% of the total combined voting
power of our outstanding Class A and Class B shares other than (1) pursuant to transactions
solely among us and our wholly- owned subsidiaries or (2) upon conversion of convertible
securities or upon exercise of warrants or options, which convertible securities, warrants or
options are either outstanding on the date of, or issued in compliance with, the Shareholders
Agreement;

any equity or debt commitment or investment or series of related equity or debt commitments or
investments in an entity or related group of entities in an amount greater than $250 million;

any entry by us or any of our controlled affiliates into a new line of business that does not
involve investment management and that requires a principal investment in excess of $100
million;
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the adoption of a shareholder rights plan;

any appointment of a chief executive officer or co-chief executive officer; or

the termination of the employment of a principal with us or any of our material subsidiaries
without cause.
Board Representation

The Shareholders Agreement requires that we take all reasonably necessary action to effect the
following:

so long as the Principals and their permitted transferees beneficially own: (i) shares representing
more than 50% of the total combined voting power of all our outstanding Class A and Class B
shares, our Board shall nominate individuals designated by the Principals such that the
Principals will have six designees on the Board; (ii) shares representing more than 40% and less
than 50% of the total
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combined voting power of all our outstanding Class A and Class B shares, our Board shall
nominate individuals designated by the Principals such that the Principals will have five
designees on the Board; (iii) shares representing more than 25% and less than 40% of the total
combined voting power of our outstanding Class A and Class B shares, our Board shall
nominate individuals designated by the Principals such that the Principals will have four
designees on the Board; (iv) shares representing more than 10% and less than 25% of the total
combined voting power of our outstanding Class A and Class B shares, our Board shall
nominate individuals designated by the Principals such that the Principals will have two
designees on the Board; and (v) shares representing less than 10% of the total combined voting
power of our outstanding Class A and Class B shares, the Board shall have no obligation to
nominate any individual that is designated by the Principals.

Registration Rights

Demand Rights. We have granted to the Principals registration rights that allow them at any time to
request that we register the resale, under the Securities Act, of an amount of shares that they own
representing at least 2.5% of the total combined voting power of all our outstanding Class A and Class
B shares, based on the aggregate amount of shares issued and outstanding immediately after the
consummation of our initial public offering. Each principal, together with his permitted transferees,
shall be entitled to an aggregate of two demand registrations. We are not required to maintain the
effectiveness of any resale registration statement for more than 90 days. We are also not required to

effect any demand registration within six months of a firm commitment underwritten offering in which

all Principals that held piggyback rights (as described below) were given the opportunity to sell shares
and which offering included at least 50% of the shares collectively requested by the Principals with
piggyback rights to be included. We are not obligated to grant a request for a demand registration within
four months of any other demand registration and may refuse a request for demand registration if, in our
reasonable judgment, it is not feasible for us to proceed with the registration because of the
unavailability of audited financial statements, provided that we use our reasonable best efforts to obtain
such financial statements as promptly as practicable.

Piggyback Rights. For so long as a principal, together with his permitted transferees and their respective
permitted transferees, beneficially owns an amount of shares representing at least 1% of the total
combined voting power of all our outstanding Class A and Class B shares, based on the aggregate
amount of shares issued and outstanding immediately after the consummation of our initial public
offering (a Piggyback Registrable Amount ), the principal shall also have piggyback registration rights
that allows him to include the shares that he owns in any public offering of equity securities initiated by
us (other than those public offerings pursuant to registration statements on Forms S-4 or S-8 or any
successor form thereto) or by any of our other holders of equity securities that have registration rights.
The piggyback registration rights of these holders of equity securities are subject to proportional
cutbacks based on the manner of such offering and the identity of the party initiating such offering.

Shelf Registration. We have granted each principal, for so long as each principal, together with his
permitted transferees and their respective permitted transferees, beneficially owns an amount of shares
representing at least 2.5% of the total combined voting power of all our outstanding Class A and Class

B shares, based on the aggregate amount of shares issued and outstanding immediately after the
consummation of our initial public offering, the right to request a shelf registration on Form S-3,
providing for resales thereof to be made on a continuous basis, subject to a time limit on our efforts to
keep the shelf registration statement continuously effective and our right to suspend the use of the shelf
registration prospectus for a reasonable period of time (not exceeding 90 days in succession or 180 days
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in the aggregate in any 12 month period) if we determine that certain disclosures required by the shelf
registration statement would be detrimental to us or our holders of equity securities. In addition, each
principal that, together with his permitted transferees and their respective permitted transferees,
beneficially owns a Piggyback Registrable Amount and has not made a request for a shelf registration
may elect to participate in such shelf registration within ten days after notice of the registration is given.
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Indemnification; Expenses. We have agreed to indemnify each principal against any losses or damages
resulting from any untrue statement or omission of material fact in any registration statement or

prospectus pursuant to which they sell our shares, unless such liability arose from such principal s
misstatement or omission, and each such principal has agreed to indemnify us against all losses caused
by his misstatements or omissions.

We will pay all expenses incident to our performance under the Shareholders Agreement, and the
Principals will pay their respective portions of all underwriting discounts, commissions and transfer
taxes relating to the sale of their shares under the Shareholders Agreement.

Clawback Guaranty Indemnity Agreement

Incentive income from certain of the private equity funds and credit private equity funds may be
distributed to us on a current basis generally subject to the obligation of the subsidiary of the Fortress
Operating Group that acts as general partner of the fund to repay the amounts so distributed in the event
certain specified return thresholds are not ultimately achieved. The Principals have personally

guaranteed, subject to certain limitations, the obligation of these subsidiaries in respect of this clawback
obligation. The Shareholders Agreement contains our agreement to indemnify each of our Principals
against all amounts that the principal pays pursuant to any of these personal guaranties in favor of our
private equity funds (including costs and expenses related to investigating the basis for or objecting to
any claims made in respect of the guaranties).

Exchange Agreement

In connection with the completion of our initial public offering, the Principals entered into an exchange

agreement (the Exchange Agreement ) with us, under which, at any time and from time to time, each
principal (and each other party to the agreement) has the right to exchange a number of FOG units (i.e.,
a limited partner interest in each Fortress Operating Group entity) together with the corresponding Class
B shares for an equal number of Class A shares. Upon an exchange of a Fortress Operating Group unit,
the corresponding Class B share is cancelled and our interest in the Fortress Operating Group increases
by the number of units exchanged. As a result of an amendment and restatement of this agreement in
March 2011, a former senior employee, who is not a principal and who then owned RPUs that were
convertible into FOG units, was added as a party.

Expense Allocation Agreement

We have entered into an expense allocation agreement with the Fortress Operating Group entities

pursuant to which substantially all of Fortress s expenses (other than (i) income tax expenses of Fortress
Investment Group LLC, FIG Corp. and FIG Asset Co. LLC, (ii) obligations incurred under the tax
receivable agreement and (iii) payments on indebtedness incurred by Fortress Investment Group LLC,
FIG Corp. and FIG Asset Co. LLC), including substantially all expenses incurred by or attributable
solely to Fortress Investment Group LLC, are accounted for as expenses of the Fortress Operating
Group.

Tax Receivable Agreement

As described above, at any time and from time to time, each owner of a Fortress Operating Group unit
has the right to exchange each of his FOG units (together with a corresponding Class B share) for one of
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our Class A shares in a taxable transaction. Certain of the Fortress Operating Group entities have made
and others may make an election under Section 754 of the Internal Revenue Code, which may result in
an adjustment to the tax basis of the assets owned by the Fortress Operating Group at the time of the
exchange. The taxable exchanges may result in increases in the tax depreciation and amortization
deductions, as well as the increase in the tax basis of other assets, of the Fortress Operating Group that
otherwise would not have been available. These increases in tax depreciation and amortization
deductions, as well as the increase in the tax basis of other assets, would reduce the amount of tax that
FIG Corp. or FIG Asset Co. LLC (on behalf of any affiliated corporation that holds an interest in a
Fortress Operating Group entity), as applicable, would otherwise be required to pay in the future.
Additionally, our acquisition of FOG units from the Principals, such as in the Nomura transaction, also
resulted in increases in tax deductions and tax basis that reduces the amount of tax that the corporate
taxpayers would otherwise be required to pay in the future.
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In connection with the closing of the Nomura transaction, the corporate taxpayers entered into a tax
receivable agreement with our Principals that provides for the payment by the corporate taxpayers to an
exchanging or selling principal of 85% of the amount of cash savings, if any, in U.S. federal, state, local
and foreign income tax that the corporate taxpayers actually realize (or are deemed to realize in the case

of an early termination payment by the corporate taxpayers or a change of control, as discussed below)
as a result of these increases in tax deductions and tax basis, and certain other tax benefits, including
imputed interest expense, related to entering into the tax receivable agreement. The corporate taxpayers
expect to benefit from the remaining 15% of cash savings, if any, in income tax savings that they
realize. The tax savings that the corporate taxpayers actually realize will equal the difference between (i)
the income taxes that the corporate taxpayers would pay if the tax basis of the assets was as shown on
the corporate taxpayers books at the time of a taxable exchange and (ii) the income taxes that the
corporate taxpayers actually pay, taking into account payments made under the tax receivable agreement
as well as depreciation and amortization deductions attributable to the fair market value basis in the
assets of the Fortress Operating Group. For purposes of the tax receivable agreement, cash savings in
income tax will be computed by comparing our actual income tax liability to the amount of such taxes
that the corporate taxpayers would have been required to pay had there been no increase to the tax basis
of the tangible and intangible assets of the applicable Fortress Operating Group entity as a result of the
transaction and had the corporate taxpayers not entered into the tax receivable agreement. The term of
the tax receivable agreement continues until all such tax benefits have been utilized or expired, unless
the corporate taxpayers exercise the right to terminate the tax receivable agreement by paying an amount
based on the present value of payments remaining to be made under the agreement with respect to units
which have been exchanged or sold and units which have not yet been exchanged or sold. Such present
value will be determined based on certain assumptions, including that the corporate taxpayers would
have sufficient taxable income to fully utilize the deductions that would have arisen from the increased
tax deductions and tax basis and other benefits related to entering into the tax receivable agreement. No
payments will be made if a principal elects to exchange his FOG units in a tax-free transaction.

Decisions made by the Principals in the course of running our business, in particular decisions made
with respect to the sale or disposition of assets or change of control, may influence the timing and
amount of payments that are received by an exchanging or selling principal under the tax receivable
agreement. In general, earlier disposition of assets following an exchange or acquisition transaction will
tend to accelerate such payments and increase the present value of the tax receivable agreement, and

disposition of assets before an exchange or acquisition transaction will increase a principal s tax liability
without giving rise to any rights to receive payments under the tax receivable agreement.

Although we are not aware of any issue that would cause the Internal Revenue Service (the IRS ) to
challenge a tax basis increase, our Principals will not reimburse the corporate taxpayers for any
payments made by them under the tax receivable agreement. As a result, in certain circumstances,
payments could be made to our Principals under the tax receivable agreement in excess of the corporate

taxpayers cash tax savings. The payments that the corporate taxpayers may make to our Principals could

be material in amount. However, our Principals receive 85% of our cash tax savings, leaving the
corporate taxpayers with 15% of the benefits of the tax savings. In general, estimating the amount of
payments that may be made to the Principals under the tax receivable agreement is, by its nature,
imprecise, in the absence of an actual transaction, insofar as the calculation of amounts payable depends
on a variety of factors. The actual increase in tax basis and the amount and timing of any payments
under the tax receivable agreement will vary depending upon a number of factors, including:
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The timing of the transactions For instance, the increase in any tax deductions will vary
depending on the fair market value, which may fluctuate over time, of the depreciable or
amortizable assets of the Fortress Operating Group entities at the time of the transaction;

The price of our Class A shares at the time of the transaction The increase in any tax
deductions, as well as tax basis increase in other assets, of the Fortress Operating Group entities
is directly proportional to the price of the Class A shares at the time of the transaction;

The taxability of exchanges If an exchange is not taxable for any reason, increased deductions
will not be available; and
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The amount and timing of our income The corporate taxpayers will be required to pay 85% of
the tax savings as and when realized, if any. If a corporate taxpayer does not have taxable
income, the corporate taxpayer is not required to make payments under the tax receivable
agreement for that taxable year because no tax savings were actually realized.
In addition, the tax receivable agreement provides that, upon a merger, asset sale or other form of
business combination or certain other changes of control, the corporate taxpayers (or their successors )
obligations with respect to exchanged or acquired units (whether exchanged or acquired before or after
such change of control) would be based on certain assumptions, including that the corporate taxpayers
would have sufficient taxable income to fully utilize the deductions arising from the increased tax
deductions and tax basis and other benefits related to entering into the tax receivable agreement. As
noted above, no payments will be made if a principal elects to exchange his FOG units in a tax-free
transaction.

Our purchase, through our intermediate holding companies, of a portion of the Principals FOG units as
part of the Nomura and three other transactions resulted in an increase in the tax basis of the assets for
which tax receivable payments could be made of approximately $914.7 million. As of March 31, 2016,
we have made payments of principal and interest pursuant to the terms of the tax receivable agreement
to the Principals in an aggregate amount of approximately $157.2 million. Any payments under the tax
receivable agreement will give rise to additional tax benefits and additional potential payments under
the tax receivable agreement. Any payments under the tax receivable agreement will depend upon
whether FIG Corp. has taxable income to utilize the benefit of the increase in the tax basis of the assets
owned by the Fortress Operating Group.

Nomura

Upon consummation of the sale of Class A shares in connection with the Nomura transaction, we
entered into an investor shareholder agreement with Nomura. The investor shareholder agreement
provided Nomura with certain rights with respect to the designation of a nominee to serve on our Board
or an observer to attend meetings of our Board, as well as registration rights for our securities that it
owns, and placed certain restrictions on actions that Nomura may take with respect to us and our
securities. On February 13, 2014, pursuant to a purchase agreement, we acquired all of Nomura s
60,568,275 Class A shares for an aggregate purchase price of $363.4 million (or $6.00 per shares) paid
in cash. All of the purchased Class A shares were cancelled and ceased to be outstanding. As part of the
purchase agreement, we agreed for each year until the third anniversary of the agreement to engage
Nomura and its affiliates to provide certain financial advisory and financing services or pay Nomura
annual sums, in lieu thereof, equal to the difference, if any, between $12 million minus all fees earned or
received by Nomura for services provided to Fortress and its affiliates during such year. Pursuant to this
arrangement, the Company paid Nomura $9.7 million and $10.6 million in 2015 and 2016, respectively.

Affiliated Manager

On January 5, 2015 (the transfer date ), Adam Levinson, Chief Investment Officer of the Graticule Asia

Macro Funds ( GAMF ), formerly known as the Fortress Asia Macro Funds, transitioned GAMF and
related managed accounts, including GAMF employees, into an autonomous asset management business

called Graticule Asset Management Asia, L.P. (together with its affiliates, Graticule ), with the Company
as a non-control partner and provider of infrastructure services. The Company retained a minority
interest in Graticule, including economics generated by Graticule and other funds introduced in the
future. This economic interest will be approximately 30% of earnings in 2015 and 2016, and will
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decline to approximately 27% over time. The Company recorded the results of this transaction at fair
value. During the year ended December 31, 2015, the Company recorded a non-cash gain of $134.4
million, non-cash expense of $101.0 million related to the fair value of the controlling interest in
Graticule transferred to Graticule for no consideration and $33.4 million from its resulting retained
interest as an equity method investment. For additional information, see Note 1 of our audited
consolidated financial statements in the 2015 10-K.

42

Table of Contents 73



Edgar Filing: ACL SEMICONDUCTOR INC - Form 10-Q

Table of Conten

Graticule reimbursed the Company a total of $15.5 million for expenses it incurred with respect to
compensation or employment of GAMF employees for the period between January 1, 2014 and the
transfer date. Graticule also reimbursed the Company $350,000 for third-party fees and expenses in

connection with the transactions described above. On the transfer date, Mr. Levinson also received a
$3.0 million payment from the Company.

So long as it is an equity owner of the Graticule business, the Company has the right to appoint one
member to its board. In addition, the Company has certain tag along, right of first refusal and drag along
rights with respect to transfers of interests in a Graticule business entity by Mr. Levinson or his
affiliates, as well as certain veto rights relating to organizational documents and corporate actions. In
addition, on the transfer date, the Company entered into an arrangement with Mr. Levinson pursuant to
which he will continue to provide specified portfolio management services covering certain managed
accounts and will be compensated based on a percentage of profits. In 2015, Mr. Levinson received
$732,167 as compensation for providing portfolio management services to these managed accounts.
With the closing of the Fortress Macro funds, such managed accounts were transferred to Graticule for
no consideration and therefore the compensation arrangements with Mr. Levinson for these services
were terminated effective December 31, 2015. The Company also entered into an infrastructure support
agreement with Graticule pursuant to which the Company provides infrastructure support services,
including technology and back office services, to Graticule for a reasonable and customary fee. In 2015,
the Company received $16.3 million in fees for the provision of these services. In May 2015, Graticule
notified the Company of its intention to terminate the infrastructure services agreement effective at the
end of May 2016. The Company will continue to earn fees for providing services to Graticule through
the effective date of termination.

In February 2016, the Company entered into an agreement with Graticule for the sale of certain software
and technology assets for $1.7 million, payable in one initial installment of $1.1 million at closing and a
second installment of $550,000 on the first anniversary of the closing (which may be increased to $1.1
million subject to certain conditions).

Share and Unit Repurchase

Michael E. Novogratz, a principal, officer and director of the Company retired effective January 2016.
In November 2015, the Company purchased from Mr. Novogratz 56.8 million FOG units and
corresponding Class B shares at $4.50 per share, or an aggregate purchase price of $255.7 million. In
connection with this purchase, the Company paid $100.0 million of cash in November 2015 and issued a
$155.7 million promissory note, of which one half of the principal amount matures in November 2016
and the remainder in November 2017.

Other Related Party Transactions

Fortress generally bears overhead, administrative and other expenses for, and may provide certain other
services to Fortress Funds for which they are not reimbursed. Fortress has also entered into cost sharing
arrangements with certain Fortress Funds, including market data services and subleases of certain of its
office space. Fortress pays these costs directly and is reimbursed by the related Fortress Funds. For the
year ended December 31, 2015, other revenues in Fortress financial statements included approximately
$5.5 million of revenues from affiliates, primarily interest and dividends. In addition, Fortress received
$237.2 million of expense reimbursements from affiliates during the year ended December 31, 2015,
including $11.2 million from a fund in which two of our Principals are the primary equity investors
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pending the third party capital raising process. As of December 31, 2015, amounts due from Fortress

Funds recorded in due from affiliates in Fortress s financial statements included $38.6 million of past
due management fees and $11.0 million of private equity general and administrative expenses advanced
on behalf of a certain Fortress Fund. As of December 31, 2015, the Company also has past due amounts
of $12.2 million in management fees and $6.8 million in private equity general and administrative
expenses due from another Fortress Fund which has been fully reserved by Fortress.
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From time to time, we may advance amounts for short periods, or provide indemnification or guarantees
to counterparties, on behalf of affiliates, typically in connection with the development and launch of
new sponsored investment funds or vehicles or the financing of such funds or vehicles. In such cases,
we may or may not charge interest to these affiliates. In 2015, we waived $1.6 million of interest owed
from private equity funds related to management fees paid in arrears. One of our indirect subsidiaries
acts as the loan origination platform for certain Fortress Funds. In this respect, it holds commercial
lending licenses in various states and receives nominal fees for its loan origination duties.

Fortress Funds and/or their portfolio companies have engaged in a number of related party transactions.
None of the Company, Fortress Operating Group or any of our investment management subsidiaries was
a party to any of these transactions.

Certain of our portfolio companies and Fortress Funds are co-owned by, have merged with or
have engaged in transactions (including loans) with other portfolio companies and Fortress
Funds. Generally, co-ownership arrangements are entered into due to transaction size
limitations in individual funds, and transactions between portfolio companies take advantage of
synergies between these entities.

In some instances, portfolio companies have entered into contracts with other portfolio
companies or with certain of our equity method investees to provide services to, or receive
services from, these entities, including asset management, consulting and loan servicing. These
contracts were entered into because the entity providing the service possessed relevant
expertise.
Our employees and directors, including the Principals and other senior employees, may also serve as
directors and officers of the permanent capital vehicles and portfolio companies. Our employees and
directors are permitted to participate in these entities as well as other Fortress Funds by investing in
these funds alongside non-employee third party investors. Many of our employees and directors,
including the Principals, other executive officers and senior employees, have invested in these funds.
From time to time, Fortress may extend loans to non- executive officer employees, including in
situations where employees serve as portfolio managers of Fortress Funds, to facilitate such employees
investments in such funds and for other purposes. Outstanding advances (including principal and
accrued interest) totaled $12.6 million as of December 31, 2015. In many cases, investment in Fortress
Funds is limited by law to individuals who qualify under applicable legal regimes. These funds
generally do not require employees or directors to pay management fees and do not deduct incentive
fees or carried interest from the funds distributions to these employees. In order to facilitate investments
by the Principals in Fortress Funds, our Board of Directors has agreed that such fees may not be charged
or deducted on their investments after the termination of their employment. In addition, certain of our
executive officers from time to time invest their personal funds directly in affiliates of our funds on the
same terms and with the same conditions as the other investors in these affiliates, who are not our
directors, executive officers or employees.

Distributions to our executive officers and one former senior employee who is the beneficial owner of
more than 5% of our shares (or persons or entities affiliated with them) of profits earned on investments
made by, and other income from, any Fortress Fund for which amounts that were distributed (including
return of capital invested by such directors or officers) to or, in the case of hedge funds, that could have
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been withdrawn from the current year profits by such director or officer in 2015 were in aggregate, as
follows: Mr. Bass  $147,482, Mr. Briger $31,414,615, Mr. Brooks  $44,498, Mr. Edens  $14,094,792,
Mr. Nardone $13,143,845, Mr. Novogratz ~ $12,803,159 and Mr. Levinson  $6,316,881. In 2015, the
return of capital invested by such persons in such Fortress Funds over several years was as follows: Mr.
Bass $101,157, Mr. Briger $11,631,172, Mr. Brooks $35,679, Mr. Edens  $12,325,809, Mr. Nardone
$11,348,666, Mr. Novogratz  $7,740,590 and Mr. Levinson = $914,487.

Certain Fortress subsidiaries may, from time to time, be required to pay taxes to various tax jurisdictions
on behalf of its members, which include the Principals and other senior employees. These taxes are

subject to reimbursement from the members and are collected periodically. The amount subject to
reimbursement aggregated $3.2 million as of December 31, 2015.
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From time to time, employees of Fortress mutually agree with Fortress to terminate their employment in
order to accept employment opportunities at the Fortress Funds, Portfolio Companies, or other affiliates.
To the extent these former employees had been granted RSUs by Fortress, they are generally permitted
to continue vesting in these RSUs pursuant to their original vesting terms as long as they remain
employed by an affiliate.

In March 2012, as a result of the repeal of the exemption from registration under the Investment
Advisers Act of 1940 for family offices, Fortress hired the personnel of the Principals family offices and
entered into investment management agreements with the family offices. Pursuant to these agreements,

these individuals work solely on the Principals personal financial matters, and the Principals reimburse
Fortress for their compensation, benefits and other incremental expense attributable to them. The total
amount of such expenses, along with reimbursements by a Principal for similar time spent by employees
on affiliated businesses, was $5.2 million in 2015.

Two of the Principals indirectly owned aircraft that Fortress charters from a third-party aircraft operator
for business purposes in the course of operations. Fortress and/or the Fortress Funds, depending on the
purposes of the trip, pay market rates for the charters. These amounts totaled $2.6 million and $0.6
million in 2015 for each Principal. The operators remit a portion of these amounts to the Principals.

Please also see Note 7 of our audited consolidated financial statements in the 2015 10-K.
Fortress Operating Group Limited Partnership Agreements and Our Operating Agreement
Operating Agreement of Fortress Investment Group LLC

Organization and Duration

The Company was formed on November 6, 2006 as Fortress Investment Group Holdings LLC, was
subsequently renamed Fortress Investment Group LL.C on February 1, 2007 and will remain in
existence until dissolved in accordance with our Operating Agreement.

Relationship with Fortress Operating Group Entities

Under our Operating Agreement, we must receive the consent of the Principals (who, together with one
former senior employee, own all of our Class B shares) before engaging in the following actions:

directly or indirectly entering into or conducting any business or holding any assets other than
(a) business conducted and assets held by the Fortress Operating Group and its subsidiaries, (b)
ownership, acquisition and disposition of equity interests in our subsidiaries, (c) the
management of the business of the Fortress Operating Group, (d) making loans and incurring
indebtedness that is otherwise not prohibited under our Operating Agreement, (e) the offering,
sale, syndication, private placement or public offering of securities or other interests in
compliance with our Operating Agreement, (f) any financing or refinancing related to the
Fortress Operating Group and its subsidiaries, (g) any activity or transaction contemplated by
the Shareholders Agreement or the Exchange Agreement and (h) any activities incidental to the
foregoing;
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incurring or guaranteeing any indebtedness other than that incurred in connection with an
exchange under the Exchange Agreement and indebtedness to the Company or any of its
subsidiaries;

owning any assets other than permitted equity interests, permitted indebtedness and such cash
and cash equivalents as the Board deems reasonably necessary for us and our subsidiaries to
carry out our respective responsibilities contemplated under our Operating Agreement;

disposing of any interest in FIG Corp., FIG Asset Co. LLC or the Fortress Operating Group or
owning any interest in any person other than the Fortress Operating Group entities or a wholly
owned subsidiary that directly or indirectly owns an interest in the Fortress Operating Group
entities;
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issuing equity securities unless the proceeds of the issuance are contributed to the Fortress
Operating Group entities in exchange for equity securities of the Fortress Operating Group
entities with preferences, rights, terms and provisions that are substantially the same as those of
such company equity securities and equal in number to the number of company equity securities
issued;

contributing cash or other assets to the Fortress Operating Group entities other than proceeds
from the issuance of equity securities;

effecting any share split, subdivision, reverse share split, combination, pro rata distribution or
any other recapitalization or reclassification of the Class A or Class B shares or units of the
Company or any Fortress Operating Group entity, unless similar transactions are effected
concurrently such that (a) the ratio of outstanding Class A shares or units to outstanding Class B
shares or units is maintained and (b) the Company and all Fortress Operating Group entities
have the same number of Class A and Class B shares or units outstanding;

making any capital contribution to any Fortress Operating Group entity unless a capital
contribution is concurrently made to all of the Fortress Operating Group entities and the values
of the capital contributions to all Fortress Operating Group entities are proportional to their
relative equity values at the time;

permitting any Fortress Operating Group entity to issue any equity securities to the Company or
any of its subsidiaries unless each other Fortress Operating Group entity concurrently issues
equity securities that are equal in number to and have substantially the same provisions as the
equity securities issued by such Fortress Operating Group entity;

causing the Fortress Operating Group entity to establish record dates for distribution payments
unless they coincide with the record dates for distribution payments paid by the Company;

preventing any Class B units from being converted into an equal number of Class A units by the
Fortress Operating Group entities if, as a result of an exchange pursuant to the Exchange
Agreement, we or our subsidiaries acquire any Class B units issued by the Fortress Operating
Group; and

repurchasing or redeeming any equity securities from us or any of our subsidiaries (excluding
the Fortress Operating Group and their subsidiaries) except pursuant to our Operating
Agreement.

Duties of Officers and Directors

Our Operating Agreement does not expressly modify the duties and obligations owed by officers and
directors under the Delaware General Corporation Law (the DGCL ). However, there are certain
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provisions in our Operating Agreement regarding exculpation and indemnification of our officers and
directors that differ from the DGCL. First, our Operating Agreement provides that to the fullest extent
permitted by applicable law our directors or officers will not be liable to us. Under the DGCL, a director
or officer would be liable to us for: (1) breach of duty of loyalty to us or our shareholders; (2)
intentional misconduct, knowing violations of the law or acts or omissions that are not done in good
faith; (3) improper redemption of stock or declaration of a dividend; or (4) a transaction from which the
director derived an improper personal benefit.

Second, our Operating Agreement provides that we indemnify our directors and officers for acts or
omissions to the fullest extent permitted by law. Under the DGCL, a corporation can only indemnify
directors and officers for acts or omissions if the director or officer acted in good faith, in a manner he
reasonably believed to be in or not opposed to the best interests of the corporation, and, in a criminal
action, if the officer or director had no reasonable cause to believe his conduct was unlawful.

Third, our Operating Agreement provides that in the event a potential conflict of interest exists or arises
between any of our Principals, our directors or their respective affiliates, on the one hand, and us, any of
our subsidiaries or any of our shareholders, on the other hand, a resolution or course of action by our
Board shall be
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deemed approved by all of our shareholders, and shall not constitute a breach of the fiduciary duties of
members of the Board to us or our shareholders, if such resolution or course of action is (1) approved by
our nominating, corporate governance and conflicts committee, which is composed of independent
directors, (2) approved by shareholders holding a majority of our shares that are disinterested parties, (3)
on terms no less favorable than those generally provided to or available from unrelated third parties, or
(4) fair and reasonable to us. Under the DGCL, a corporation is not permitted to automatically exempt
Board members from claims of breach of fiduciary duty under such circumstances.

Expansion of Board of Directors

Our Operating Agreement provides that the number of directors which shall constitute the whole Board
shall be determined from time to time by resolution adopted by a majority of the Board then in office,
provided that, for so long as our Principals shall have the right to designate nominees to the Board under
the Shareholders Agreement, the number of directors may not be increased without the consent of the
Principals.

Investing in FIG Asset Co. LLC

Our Operating Agreement provides that we may not allow FIG Asset Co. LLC to make any investment,
directly or indirectly, without the unanimous approval of all holders of Class B shares when such Class
B shareholders would be required to contribute funds in order for such shareholders to maintain their
respective ownership percentages in such entity.

Limitations on Liability and Indemnification of Our Directors and Officers

Pursuant to our Operating Agreement, we have agreed to indemnify each of our directors and officers,
to the fullest extent permitted by law, against all expenses and liabilities (including judgments, fines,
penalties, interest, amounts paid in settlement with the approval of the Company and counsel fees and
disbursements on a solicitor and client basis) arising from the performance of any of their obligations or
duties in connection with their service to us or the Operating Agreement, including in connection with
any civil, criminal, administrative, investigative or other action, suit or proceeding to which any such
person may hereafter be made party by reason of being or having been one of our directors or officers.

Amendment of Our Operating Agreement

Amendments to our Operating Agreement may be proposed only by or with the consent of our Board.
To adopt a proposed amendment, our Board is required to seek written approval of the holders of the
number of shares required to approve the amendment or call a meeting of our shareholders to consider
and vote upon the proposed amendment. Except as set forth below, an amendment must be approved by
holders of a majority of the total combined voting power of our outstanding Class A and Class B shares
and, to the extent that such amendment would have a material adverse effect on the holders of any class
or series of shares, by the holders of a majority of such class or series.

Prohibited Amendments. No amendment may be made that would:
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enlarge the obligations of any shareholder without such shareholder s consent, unless approved
by at least a majority of the type or class of shares so affected;

provide that we are not dissolved upon an election to dissolve our limited liability company by
our Board that is approved by holders of a majority of the total combined voting power of our
outstanding Class A and Class B shares;

change the term of existence of our Company; or

give any person the right to dissolve our limited liability company other than our Board s right to
dissolve our limited liability company with the approval of holders of a majority of the total
combined voting power of our outstanding Class A and Class B shares.
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The provision of our Operating Agreement preventing the amendments having the effects described in
any of the clauses above can be amended upon the approval of holders of at least two-thirds of the total
combined voting power of our outstanding Class A and Class B shares, voting together as a single class.

No Shareholder Approval. Our Board may generally make amendments to our Operating Agreement
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without the approval of any shareholder or assignee to reflect:

a change in our name, the location of our principal place of our business, our registered agent or
our registered office;

the admission, substitution, withdrawal or removal of shareholders in accordance with our
Operating Agreement;

the merger of our Company or any of its subsidiaries into, or the conveyance of all of our assets
to, a newly-formed entity if the sole purpose of that merger or conveyance is to effect a mere
change in our legal form into another limited liability entity;

a change that our Board determines to be necessary or appropriate for us to qualify or continue
our qualification as a company in which our members have limited liability under the laws of
any state or to ensure that we will not be treated as an association taxable as a corporation or
otherwise taxed as an entity for U.S. federal income tax purposes other than as we specifically
so designate;

an amendment that our Board determines, based upon the advice of counsel, to be necessary or
appropriate to prevent us, members of our Board or our officers, agents or trustees from in any
manner being subjected to the provisions of the Investment Company Act of 1940, the
Investment Advisers Act of 1940 or plan asset regulations adopted under the Employee
Retirement Income Security Act of 1974 ( ERISA ), whether or not substantially similar to plan
asset regulations currently applied or proposed;

an amendment or issuance that our Board determines to be necessary or appropriate for the
authorization of additional securities;

any amendment expressly permitted in our Operating Agreement to be made by our Board
acting alone;

an amendment effected, necessitated or contemplated by a merger agreement that has been
approved under the terms of our Operating Agreement;
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any amendment that our Board determines to be necessary or appropriate for the formation by
us of, or our investment in, any corporation, partnership or other entity, as otherwise permitted
by our Operating Agreement;

a change in our fiscal year or taxable year and related changes; and

any other amendments substantially similar to any of the matters described in the clauses above.

In addition, our Board may make amendments to our Operating Agreement without the approval of any
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shareholder or assignee if our Board determines that those amendments:

do not adversely affect the shareholders (including any particular class or series of shares as
compared to other classes or series of shares) in any material respect;

are necessary or appropriate to satisfy any requirements, conditions or guidelines contained in
any opinion, directive, order, ruling or regulation of any federal or state agency or judicial
authority or contained in any federal or state statute;

are necessary or appropriate to facilitate the trading of shares or to comply with any rule,
regulation, guideline or requirement of any securities exchange on which the shares are or will
be listed for trading, compliance with any of which our Board deems to be in the best interests
of us and our shareholders;
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are necessary or appropriate for any action taken by our Board relating to splits or combinations
of shares under the provisions of our Operating Agreement; or

are required to effect the intent expressed in the registration statement filed in connection with
our initial public offering, or the intent of the provisions of our Operating Agreement, or are
otherwise contemplated by our Operating Agreement.
The IRS could challenge the Trust s manner of reporting to investors (e.g., if the IRS asserts that the
Trust constitutes a partnership or is ignored for U.S. federal income tax purposes). In addition, the Trust
could be subject to penalties if it were determined that the Trust did not satisfy applicable reporting
requirements.

Anti-Takeover Effects, Our Operating Agreement

Our Operating Agreement provides that our shareholders (with the exception of our principals if they
collectively own shares representing at least 50% of the total combined voting power of all of our Class
A and Class B shares) are specifically denied the ability to call a special meeting of the shareholders.
Advance notice must be provided by our shareholders to nominate persons for election to our Board as
well as to propose actions to be taken at an annual meeting.

Amended and Restated Agreement of Limited Partnership of the Fortress Operating Group Entities

Each of the amended and restated partnership agreements for the Operating Entities was entered into by
FIG Corp. as the general partner and the Principals as limited partners, and the amended and restated
partnership agreement for Principal Holdings was entered into by FIG Asset Co. LLC as the general
partner and the Principals as limited partners. The amended and restated partnership agreements are
substantially similar in form and the following is a summary of certain of the material provisions of
each of the amended and restated partnership agreements.

Issuance of Equity Securities by Fortress

If Fortress issues any equity securities, it is expected that: (1) Fortress will immediately contribute the
cash proceeds or other consideration received from such issuance, and from the exercise of any rights
contained in any such securities, to FIG Corp. and FIG Asset Co. LLC (allocated between them in
accordance with their relative values at the time such equity securities are issued); (2) FIG Corp. will
immediately contribute its portion of such cash proceeds or other consideration to the Operating Entities
and any other entities that FIG Corp. directly acquires an interest in, to the extent that as of the date of
such acquisition FIG Corp. and the Principals and the former senior employee and their respective
permitted transferees own interests in such entity that are in proportion to their respective ownership
interests in the other Operating Entities on such date (allocated among them in accordance with their
relative values at the time such equity securities are issued); (3) FIG Asset Co. LLC will immediately
contribute its portion of such cash proceeds or other consideration to Principal Holdings and any other
entities that FIG Asset Co. LLC directly acquires an interest in, to the extent that as of the date of such
acquisition FIG Asset Co. LLC and the Principals and the former senior employee and their respective
permitted transferees own interests in such entity that are in proportion to their respective ownership
interests in Principal Holdings on such date (allocated among them in accordance with their relative
value at the time such equity securities are issued); (4) in exchange for the portion of such cash proceeds
or other consideration contributed to the limited partnership, the general partner will receive (i) in the
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case of an issuance of Class A shares, Class A common units, and (ii) in the case of an issuance of any
other equity securities by Fortress, except for Class B shares, a new class or series of units or other
equity securities of the limited partnership with designations, preferences and other rights, terms and
provisions that are substantially the same as those of such Fortress equity securities (with any dollar
amounts adjusted to reflect the portion of the total amount of cash proceeds or other consideration
received by Fortress that is contributed to the limited partnership); and (5) in the event of any
subsequent transaction involving such Fortress equity securities (including a share split, a combination,
a distribution of additional Fortress equity securities, a conversion, redemption or exchange of such
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Fortress equity securities), the general partner will concurrently effect a similar transaction with respect
to the units or other equity securities issued by the limited partnership in connection with the issuance of
such Fortress equity securities.

In the event of any issuance of equity securities by Fortress, and the contribution of the cash proceeds or
other consideration received from such issuance as described above, the limited partnership shall pay or
reimburse Fortress (directly or indirectly by paying or reimbursing the general partner) for its pro rata
portion (based on the portion of the total cash proceeds or other consideration contributed to the limited
partnership) of the expenses incurred by Fortress in connection with such issuance, including any
underwriting discounts or commissions.

If Fortress issues any equity securities and any of the transactions described above are not effected, then
the general partner shall make such modifications to the amended and restated partnership agreement as
the general partner reasonably determines to be necessary so that, to the greatest extent possible,
subsequent distributions to the holders of Class B common units (including distributions upon
liquidation) will be the same as would be the case if such transactions had been effected. Such
modifications to the amended and restated partnership agreement may include changes in the rates of
distributions or allocations of profit and loss among partners or a requirement that the general partner
make future contributions to the limited partnership. The general partner may effect any such
modifications without the consent or approval of any limited partner.

Transfer

A limited partner may not transfer all or any of such partner s units without approval of the general
partner, which approval may be granted or withheld in the general partner s sole and complete discretion;
provided, however, that without the general partner s approval, a limited partner may (1) transfer units
pursuant to the Exchange Agreement or exchange letter agreement among FIG Corp. and the Principals,
(2) transfer units to a permitted transferee of such partner or (3) pledge or assign units to a non-affiliated
lending institution. A limited partner may not, without the consent of the general partner, withdraw from
the partnership prior to the partnership s termination.

Limited partners holding a majority of the outstanding Class A common units have the right to remove

the general partner at any time, with or without cause. Upon the withdrawal or removal of the general
partner, limited partners holding a majority of the outstanding Class A common units shall have the
right to appoint a successor general partner; provided, that any successor general partner must be a
direct or indirect wholly owned subsidiary of Fortress.

Amendments

Except as may be otherwise required by law, the amended and restated partnership agreement may be
amended by the general partner without the consent or approval of any partners, expect that (1) if an
amendment adversely affects the rights of a unit holder other than on a pro rata basis with other unit
holders of the same class, such unit holders must consent to the amendment, (2) no amendment may

adversely affect the rights of a class of unit holders without the consent of a majority of the holders of

the outstanding units of such class and (3) the consent rights of the Principals may not be amended
without the written consent of the Principals that hold a majority of the Class B common units then
owned by all Principals and their permitted transferees.
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We have entered into separate indemnification agreements with our directors and officers. Each

indemnification agreement provides, among other things, for indemnification to the fullest extent

permitted by law and our Operating Agreement against (1) any and all expenses and liabilities,

including judgments, fines, penalties and amounts paid in settlement of any claim with our approval and

counsel fees and disbursements, (2) any liability pursuant to a loan guarantee, or otherwise, for any of
Fortress s indebtedness and (3) any liabilities
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incurred as a result of acting on our behalf (as a fiduciary or otherwise) in connection with an employee
benefit plan. The indemnification agreements provide for the advancement or payment of all expenses to
the indemnitee and for reimbursement to us if it is found that such indemnitee is not entitled to such
indemnification under applicable law and our Operating Agreement.

Insofar as indemnification for liabilities arising under the Securities Act of 1933, as amended (the
Securities Act ) may be permitted to directors, officers or persons controlling us pursuant to the

foregoing provisions, we have been informed that, in the opinion of the SEC, such indemnification is

against public policy as expressed in the Securities Act and is therefore unenforceable. We maintain
directors and officers liability insurance for our officers and directors.
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PROPOSAL NUMBER TWO
APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
(Item 2 on Proxy Card)

The Audit Committee Charter, as well as Section 301 of the Sarbanes-Oxley Act of 2002, Rule
10A-3(b)(2) under the Exchange Act and the related NYSE listing standards, each require that the audit
committee shall be directly responsible for the appointment and retention of any registered public
accounting firm engaged for the purpose of preparing or issuing an audit report or performing other
audit, review or attestation services for the listed issuer. In accordance with these requirements, the
Audit Committee and the Board recommend that the shareholders ratify the appointment of the firm of
Ernst & Young LLP, independent registered public accounting firm ( EY ), to be the Company s

independent registered public accounting firm for the fiscal year 2016. EY was the Company s
independent registered public accounting firm for 2015. Before selecting EY, the Audit Committee

carefully considered EY s qualifications as the independent registered public accounting firm for
Fortress. This included a review of its performance in prior years, as well as its reputation for integrity
and competence in the fields of accounting and auditing. The committee has expressed its satisfaction

with EY in all of these respects. The committee s review included inquiry concerning any litigation
involving EY and any proceedings by the SEC against the firm. In this respect, the committee has
concluded that the ability of EY to perform services for Fortress is in no way adversely affected by any
such investigation or litigation.

The Audit Committee also oversees the work of EY, and EY reports directly to the Audit Committee in
this regard. The Audit Committee also reviews and approves EY s annual engagement letter, including
the proposed fees, and determines or sets the policy regarding all audit, and all permitted non-audit,
engagements and relationships between Fortress and EY. The Audit Committee also reviews and
discusses with EY their annual audit plan, including the timing and scope of audit activities, and
monitors the progress and results of the plan during the year. Representatives of EY will be available to
answer questions at the Annual Meeting and are free to make statements during the Annual Meeting.

The Board recommends that shareholders vote FOR the ratification of the appointment of Ernst

& Young LLP as the Company s independent registered public accounting firm for fiscal year
2016.
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Audit Fees, Audit Related Fees, Tax Fees and All Other Fees. In connection with the audit of the
2015 financial statements, Fortress entered into an engagement letter with EY which set forth the terms

by which EY has performed audit services for Fortress.

The following summarizes EY s fees for professional services rendered in 2015 and 2014.

2015 20140
Audit Fees® $ 5.7 million $ 6.0 million
Audit-Related Fees® $ 0.9 million $ 1.0 million
Tax Fees® $ 1.1 million $ 1.1 million

All Other Fees

(1) Does not include amounts paid directly by previously consolidated subsidiaries that were
deconsolidated retrospectively in connection with the Company s adoption of ASU 2015-02,
Consolidation (Topic 810) Amendments to the Consolidation Analysis.

(2) Includes fees for the audits of the consolidated financial statements of the Company, audits of the
effectiveness of the Company s internal control over financial reporting, reviews of the quarterly
consolidated financial statements, statutory audits and supplemental regulatory filings.

(3) Primarily consists of fees for accounting consultations about the application of generally accepted
accounting principles.

(4) Represents fees related primarily to assistance with tax compliance matters, including international,
federal and state tax returns preparation and various related consultations.

Audit Committee Pre-Approval Policies and Procedures. The Audit Committee has policies and
procedures that require the pre-approval by the Audit Committee or one of its members of all fees paid

to, and all services performed by, the Company s independent registered public accounting firm. In the
early part of each year, the Audit Committee approves the proposed services, including the nature, type
and scope of services contemplated and the related fees, to be rendered by the firm during the year. In
addition, pre-approval by the Audit Committee or one of its members is also required for those
engagements that may arise during the course of the year that are outside the scope of the initial services
and fees pre-approved by the Audit Committee pursuant to the Sarbanes-Oxley Act of 2002. The fees
and services provided as noted in the tables above were authorized and approved by the Audit
Committee.

Of the fees set forth in the table above, none of the Audit Related Fees, none of the Tax Fees and none
of the All Other Fees were approved by the Audit Committee pursuant to SEC Rule 2-01(c)(7)(1)(C) of
Regulation S-X. This rule provides that the pre-approval requirement is waived, with respect to fees for

services other than audit, review or attest services, if (1) the aggregate amount of all such services
provided constitutes no more than five percent of the total amount of revenues paid by the Company to

EY during the fiscal year in which the services are provided, (2) such services were not recognized by
the Company at the time of the engagement to be non-audit services and (3) such services are promptly

brought to the attention of the Audit Committee and approved prior to the completion of the audit by the
Audit Committee or by one or more members of the Audit Committee who are members of the Board to
whom authority to grant such approvals has been delegated by the Audit Committee.
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PROPOSAL NUMBER THREE
APPROVAL OF THE FORTRESS INVESTMENT GROUP LLC
2016 OMNIBUS EQUITY INCENTIVE PLAN
(Item 3 on Proxy Card)
Introduction

The Board adopted the Fortress Investment Group LLC 2016 Omnibus Incentive Plan, referred to as the
2016 Plan, on April 6, 2016, subject to approval by our shareholders at the 2016 Annual Meeting of
Shareholders. The 2016 Plan will become effective as of May 19, 2016 if shareholder approval is
received at the 2016 Annual Meeting of Shareholders and will not become effective if such shareholder
approval is not received.

We currently maintain the Amended and Restated Fortress Investment Group LLC 2007 Omnibus
Equity Incentive Plan, referred to as the 2007 Plan, which provides for the issuance of equity-based
awards in various forms. The 2007 Plan will expire by its terms on February 1, 2017, which we expect
will be prior to our annual meeting of shareholders in 2017, such that approval of the 2016 Plan at the
2016 Annual Meeting of Shareholders is necessary to ensure that we can continue to make future grants
of equity-based awards to our employees and directors. Any awards that are outstanding under the 2007
Plan at the time it expires will remain outstanding and will continue to vest subject to the terms and
conditions of the 2007 Plan and the applicable award agreements. In 2015, we granted awards under the
2007 Plan covering 11,512,578 Class A shares.

If our shareholders vote to approve the 2016 Plan, 57,260,160 Class A shares will initially be available
for grants of equity awards thereunder, subject to annual increases during the term of the 2016 Plan as
described below. The initial share reserve under the 2016 Plan represents the same number of Class A

shares as were available for the issuance of future awards under the 2007 Plan as of the Record
Date. We will not make any further grants of awards under the 2007 Plan after the 2016 Annual Meeting
of Shareholders if the 2016 Plan is approved by our shareholders at that meeting.

As of the Record Date, the closing price of our Class A shares on the NYSE was $4.78.
Rationale for Adoption of the 2016 Plan

Grants of restricted share units and other share-based awards to our employees and directors are an
important part of our long-term incentive compensation program, which we use in order to strengthen
the commitment of such individuals to the Company, motivate them to faithfully and diligently perform
their responsibilities and attract and retain competent and dedicated individuals whose efforts will result
in the long-term growth and profitability of the Company.

The 2007 Plan, which is the only plan pursuant to which we currently grant equity-based awards, will
expire by its terms on February 1, 2017, which we expect will be prior to our annual meeting of
shareholders in 2017. If the adoption of the 2016 Plan is not approved by our shareholders at the 2016
Annual Meeting of Shareholders, we will be unable to issue grants of equity-based awards to our
employees and directors as of February 1, 2017. We are therefore requesting that our shareholders vote
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to approve the adoption of the Plan at the 2016 Annual Meeting of Shareholders in order to ensure that
we can continue to adequately incentivize our employees and directors in the future.

Historical Annual Share Usage

While equity-based awards are an important part of our long-term incentive compensation program, we
are mindful of our responsibility to our shareholders to exercise judgment in granting equity-based
awards.

Overhang. As of the Record Date, we had approximately 74,957,107 Class A shares subject to

outstanding awards or available for future awards under the 2007 Plan, which represented
approximately 18.6% of our fully
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diluted Class A shares outstanding (including all FOG Units, each of which is (together with a
corresponding Class B share) exchangeable into a Class A share), such percentage referred to as
overhang percentage. Since we are requesting that our shareholders initially approve 57,260,160 Class
A shares for issuance under the 2016 Plan, which is the same number of Class A shares that were
available for the issuance of future awards under the 2007 Plan as of the Record Date, the overhang
percentage will not be increased as a result of the initial share reserve included in the 2016 Plan over the
amount of shares available for future issuance under the 2007 Plan as of the Record Date.

However, the initial share reserve included in the 2016 Plan will represent an increase over the number
of shares available for future issuance under the 2007 Plan as of the date of the 2016 Annual Meeting of
Shareholders to the extent that we make any awards under the 2007 Plan between the Record Date and
the date of the 2016 Annual Meeting of Shareholders. These awards will include, among other potential
grants, annual stock grants made to our non-employee directors on the day immediately preceding the
2016 Annual Meeting of Shareholders. The total number of Class A shares relating to awards made
during this period is not currently known, but is not expected to result in the initial share reserve under
the 2016 Plan representing a material increase in the overhang percentage as of the Record Date.

Share Usage. The annual share usage under the 2007 Plan for the last three fiscal years was as follows:

Fiscal Year Fiscal Year Fiscal Year
2015 2014 2013 Average

A Total Class A Shares

Granted During Fiscal Year 11,512,578 5,129,343 6,116,906 7,586,276
B Basic Weighted Average

Class A Shares

Outstanding™® 433,647,274 440,086,385 486,007,759 453,247,139
C Burn Rate (A /B) 2.7% 1.2% 1.3% 1.7%

(1) Includes all FOG Units, each of which is (together with a corresponding Class B share)
exchangeable into a Class A share.

Description of the 2016 Plan

The following is a summary of the material terms of the 2016 Plan. This summary does not purport to
be complete and is subject to, and qualified in its entirety by, the full text of the 2016 Plan, which is
attached as Annex A to this Proxy Statement.

Types of Awards; Eligible Recipients. The 2016 Plan provides for the issuance of options, share
appreciation rights (referred to as SARSs), restricted shares, restricted share units, deferred shares,
performance shares, unrestricted shares and other share-based awards to any employee, director,
consultant or LLP member (as that term is used in the Limited Liability Partnerships Act 2000 (UK)) of,
or any other individual engaged by, the Company or any subsidiary or affiliate who is selected to
participate in the 2016 Plan. A total of approximately 1,145 individuals are eligible to receive awards
under the 2016 Plan as of the Record Date.
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Shares Available; Certain Limitations. A total of 57,260,160 Class A shares will initially be available
for issuance under the 2016 Plan. The Class A shares reserved under the 2016 Plan will be increased on

the first day of each fiscal year during the 2016 Plan s term, beginning with the 2017 fiscal year, by the
lesser of (x) the excess of (i) 15% of the number of outstanding Class A and Class B shares of the
Company on the last day of the immediately preceding fiscal year over (ii) the number of Class A shares
reserved and available for issuance under the 2016 Plan as of such date or (y) 60,000,000 shares. From
and after such time as the 2016 Plan is subject to Section 162(m) of the Internal Revenue Code, the

aggregate awards granted during any fiscal year to any single individual who is likely to be a covered

employee, as defined under Section 162(m), may not exceed (i) 10,000,000 shares subject to options or
SARs or (ii) 10,000,000 shares subject to other awards.
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If any Class A shares subject to an award are forfeited, cancelled, exchanged or surrendered or if an
award otherwise terminates or expires without a distribution of Class A shares to the participant, the
Class A shares with respect to such award shall, to the extent of any such forfeiture, cancellation,
exchange, surrender, termination or expiration, again be available for the grant of awards under the 2016
Plan.

Administration. The 2016 Plan will be administered by the Compensation Committee (the committee

being sometimes referred to as the plan administrator ). The plan administrator may interpret the 2016
Plan and may prescribe, amend and rescind rules and make all other determinations necessary or
desirable for the administration of the 2016 Plan. The 2016 Plan permits the plan administrator to select
the directors, employees, and consultants who will receive awards, to determine the terms and
conditions of those awards, including but not limited to the exercise price, the number of shares subject
to awards, the term of the awards, the performance goals and the vesting schedule applicable to awards,
to determine the restrictions applicable to awards of restricted shares, restricted share units or deferred
shares and the conditions under which such restrictions will lapse, and to amend the terms and
conditions of outstanding awards. Notwithstanding the foregoing, the plan administrator may not take

any action with respect to an award that would be treated, for accounting purposes, as a repricing of
such award at a lower exercise, base or purchase price, unless such action is approved by our
shareholders.

Options. We may issue options under the 2016 Plan. The exercise price of all options granted under the
2016 Plan will be determined by the plan administrator, but may not be less than the fair market value of
a Class A share on the grant date. The term of all options granted under the 2016 Plan will be
determined by the plan administrator, but may not exceed ten years. Each option granted under the 2016
Plan will be exercisable at such time and pursuant to such terms and conditions as determined by the
plan administrator in the applicable option award agreement.

Unless the applicable option award agreement provides otherwise, in the event of an optionee s
termination of employment or service for any reason other than cause, retirement, disability or death,

such optionee s options (to the extent exercisable at the time of such termination) generally will remain
exercisable until 90 days after such termination, and then expire. Unless the applicable option award

agreement provides otherwise, in the event of an optionee s termination of employment or service due to

retirement, disability or death, such optionee s options (to the extent exercisable at the time of such
termination) generally will remain exercisable until one year after such termination and will then expire.
Any options that were not exercisable on the date of termination will expire at the close of business on

the date of such termination. In the event of an optionee s termination of employment or service for

cause, such optionee s outstanding options will expire at the commencement of business on the date of
such termination.

Share Appreciation Rights. SARs may also be granted under the 2016 Plan. SARs may be granted either
alone or in conjunction with all or part of any options granted under the 2016 Plan, so long as the Class

A shares underlying the SARs are traded on an established securities market within the meaning of
Section 409A of the Internal Revenue Code. The plan administrator will determine the number of Class
A shares to be awarded, the price per share and all other conditions of SARs. The provisions of SARs
need not be the same with respect to each participant. The plan administrator has sole discretion to
determine the times at which SARs are exercisable, and the term of such rights.
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Other Awards. Restricted shares, restricted share units, deferred shares, performance shares and other
share-based awards may be granted under the 2016 Plan. The plan administrator will determine the
purchase price and performance objectives, if any, with respect to the grant of restricted shares,
restricted share units, deferred shares and performance shares. Participants with restricted shares and
performance shares generally have all of the rights of a shareholder; participants generally will not have
any rights of a shareholder with respect to restricted share units and deferred shares. Subject to the
provisions of the 2016 Plan and applicable award agreement, the plan administrator has sole discretion
to provide for the lapse of restrictions in installments or the acceleration or waiver of restrictions (in
whole or in part) under certain circumstances, including, but not limited to, the attainment of certain

performance goals, a participant s termination of employment or service or a participant s death or
disability.
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Other share-based awards under the 2016 Plan will include awards that may be denominated in or
payable in, or valued in whole or in part by reference to, our Class A shares, including but not limited to

distribution equivalents, Long Term Incentive Plan ( LTIP ) units or performance units, each of which
may be subject to the attainment of performance goals, a period of continued employment or service, or
other terms or conditions as permitted under the 2016 Plan. We may also grant unrestricted Class A
shares under the 2016 Plan.

We may make awards in the form of LTIP units, which may be issued pursuant to a separate series of
Fortress Operating Group units. LTIP units, which can be granted as free-standing awards or in tandem
with other awards under the 2016 Plan, will be valued by reference to the value of our Class A shares,
and will be subject to such conditions and restrictions as the plan administrator may determine,
including continued employment or service, computation of financial metrics and/or achievement of
pre-established performance goals and objectives. If applicable conditions and/or restrictions are not
attained, participants would forfeit their LTIP units. LTIP unit awards, whether vested or unvested, may
entitle the participant to receive, currently or on a deferred or contingent basis, dividends or dividend
equivalent payments with respect to the number of shares of our Class A shares corresponding to the
LTIP award or other distributions from the Fortress Operating Group and the plan administrator may
provide that such amounts (if any) shall be deemed to have been reinvested in additional Class A shares
or LTIP units. The LTIP units granted under the 2016 Plan, subject to such terms and conditions as may
be determined by the plan administrator in its sole discretion, including, but not limited to the
conversion ratio, may be exchanged for Class A shares in accordance with the terms of the Fourth
Amended and Restated Limited Liability Company Agreement of Fortress Investment Group LLC, as it
may be amended from time-to-time.

LTIP units may be structured as profits interests for federal income tax purposes, and we do not expect
the grant, vesting or conversion of LTIP units to produce a tax deduction for us. As profits interests,
LTIP units initially will not have full parity, on a per unit basis, with the Fortress Operating Group units
with respect to liquidating distributions. Upon the occurrence of specified events, LTIP units can over
time achieve full parity with the units and therefore accrete to an economic value for the participant
equivalent of such units. Ordinarily, we anticipate that each LTIP unit awarded will be equivalent to an
award of one Class A share reserved under the 2016 Plan, thereby reducing the number of Class A
shares available for other equity awards on a one-for-one basis. However, the plan administrator has the
authority under the 2016 Plan to determine the number of Class A shares underlying an award of LTIP
units in light of all applicable circumstances, including performance-based vesting conditions, operating

partnership capital account allocations, to the extent set forth in the partnership agreements for Fortress
Operating Group, Code, or Treasury Regulations, value accretion factors and conversion ratios.

Performance Goals. The vesting of awards that are intended to qualify as performance-based

compensation for purposes of Section 162(m) of the Internal Revenue Code will be based upon one or
more of the following business criteria: (i) earnings including operating income, earnings before or after
taxes, earnings before or after interest, depreciation, amortization, or extraordinary or special items or
book value per share (which may exclude nonrecurring items); (ii) pre-tax income or after-tax income;
(iii) earnings per share (basic or diluted); (iv) operating profit; (v) distributable earnings or fund
management distributable earnings; (vi) revenue, revenue growth or rate of revenue growth; (vii) return
on assets (gross or net), return on investment, return on capital, or return on equity; (vii) returns on sales
or revenues; (ix) operating expenses; (x) share price appreciation; (xi) cash flow, free cash flow, cash
flow return on investment (discounted or otherwise), net cash provided by operations, or cash flow in
excess of cost of capital; (xii) implementation or completion of critical projects or processes; (Xiii)
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economic value created; (xiv) cumulative earnings per share growth; (xv) operating margin or profit
margin; (xvi) Share price or total shareholder return; (xvii) cost targets, reductions and savings,
productivity and efficiencies; (xviii) strategic business criteria, consisting of one or more objectives
based on meeting specified market penetration, geographic business expansion, investor satisfaction,
employee satisfaction, human resources management, supervision of litigation, information technology,
and goals relating to acquisitions, divestitures, joint ventures and similar transactions, and budget
comparisons; (xix) personal professional objectives, including any of the foregoing performance goals,
the implementation of policies and
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plans, the negotiation of transactions, the development of long term business goals, formation of joint
ventures, research or development collaborations, and the completion of other corporate transactions;
and (xx) any combination of, or a specified increase in, any of the foregoing.

Where applicable, the performance goals may be expressed in terms of attaining a specified level of the
particular criteria or the attainment of a percentage increase or decrease in the particular criteria, and
may be applied to one or more of the Company, a subsidiary or affiliate, or a division or strategic
business unit of the Company, or may be applied to the performance of the Company relative to a
market index, a group of other companies or a combination thereof, all as determined by the Committee.
The performance goals may include a threshold level of performance below which no payment shall be
made (or no vesting shall occur), levels of performance at which specified payments shall be made (or
specified vesting shall occur), and a maximum level of performance above which no additional payment
shall be made (or at which full vesting shall occur). Each of the foregoing performance goals shall not
be required to be determined in accordance with generally accepted accounting principles and shall be
subject to certification by the Compensation Committee; provided that the Compensation Committee
will have the authority to make equitable adjustments to the performance goals in recognition of unusual
or non-recurring events affecting the Company or any subsidiary or affiliate or the financial statements
of the Company or any subsidiary or affiliate, in response to changes in applicable laws or regulations,
or to account for items of gain, loss or expense determined to be extraordinary or unusual in nature or
infrequent in occurrence or related to the disposal of a segment of a business or related to a change in
accounting principles.

Equitable Adjustments. In the event of any merger, consolidation, reclassification, recapitalization,
spin-off, spin-out, repurchase or other reorganization or corporate transaction or event, distribution
(whether in the form of cash, Shares, or other property), share split or reverse share split, combination or

exchange of shares, other change in structure or declaration of a distribution (a Change in

Capitalization ), in each case which the plan administrator determines, in its sole discretion, affects the
Class A shares such that an adjustment is appropriate, an equitable substitution or proportionate
adjustment shall be made, in each case, in the manner to be determined by the Administrator, in its sole
discretion, in (i) the aggregate number of Class A shares reserved for issuance under the 2016 Plan and
the maximum number of Class A shares that may be subject to awards granted to any participant in any
calendar or fiscal year, (ii) the kind, number and exercise price subject to outstanding options and SARs
granted under the 2016 Plan, and (iii) the kind, number and purchase price of Class A shares subject to
other outstanding awards granted under the 2016 Plan.

Equitable substitutions or adjustments shall also be made if the plan administrator determines in its sole
discretion that such adjustment is necessary in order to avoid an adverse impact on the value of any
outstanding award granted under the 2016 Plan. Without limiting the generality of the foregoing, in

connection with a Change in Capitalization, the plan administrator shall take such action as is necessary

to adjust the outstanding awards to reflect the Change in Capitalization, including, but not limited to, the
cancellation of any outstanding award granted under the 2016 Plan in exchange for payment in cash or
other property of the aggregate fair market value of the Class A shares covered by such award, reduced
by the aggregate exercise price or purchase price thereof, if any.

Change of Control. In the event that a change of control (as defined below) occurs while any award is

outstanding, such outstanding award will generally be subject to the applicable treatment set forth in the
award agreement governing such award.
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For purposes of the 2016 Plan, a change in control means, in summary, (i) a person or entity becomes

the beneficial owner of 50% or more of the Company s voting power; (ii) an unapproved change in the
majority membership of the Board; (iii) a merger or consolidation of the Company or any of its
subsidiaries and immediately after the consummation of such merger or consolidation, either (A) the
members of the Board immediately prior to the merger or consolidation do not continue to represent a
majority of the board of directors of the surviving entity or its ultimate parent or (B) the holders of the

Company s voting securities immediately prior to the merger or consolidation cease to hold at least 50%

of the Company s voting power; or (iv) shareholder approval of a plan of complete liquidation or
dissolution of the Company or the consummation of an
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agreement for the sale or disposition of substantially all of the Company s assets, other than a sale or

disposition to an entity, at least 50% of the combined voting power of which is owned by the Company s
shareholders in substantially the same proportions as their ownership of the Company immediately prior
to such sale. However, a change in control will not be deemed to have occurred as a result of any
transaction or series of integrated transactions following which shareholder of the Company
immediately prior thereto continue to hold the same proportionate equity interest in the entity which
owns all or substantially all of the assets of the Company immediately thereafter.

Tax Withholding. Each participant will be required to make arrangements satisfactory to the plan
administrator regarding payment of the applicable amount of taxes required by law to be withheld with
respect to any award granted under the 2016 Plan. If cash is to be delivered in respect of an award, the
Company has the right to deduct any such taxes from the payment otherwise due to the participant and if
Class A shares are to be delivered in respect of an award, the Company has the right to require the
participant to remit an amount of cash sufficient to satisfy the withholding requirements. With the
approval of the plan administrator, the participant may satisfy the foregoing requirement by either
electing to have us withhold from delivery of Class A shares or by delivering already owned
unrestricted Class A shares, in each case, having a value equal to the minimum amount of taxes required
to be withheld and applied to the tax obligations (or such other amount as may be permitted by
applicable law and accounting standards). The Company may also use any other method of obtaining
the necessary payment or proceeds, as permitted by law, to satisfy its withholding obligation with
respect to any award granted under the 2016 Plan.

Amendment and Termination of the 2016 Plan. The 2016 Plan provides the Board with authority to
amend, alter or terminate the 2016 Plan, but no such action may impair the rights of any participant with
respect to outstanding awards without the participant s consent. The plan administrator may amend an
award, prospectively or retroactively, but no such amendment may impair the rights of any participant
without the participant s consent. Shareholder approval of any such action will be obtained if required to
comply with applicable law.

2016 Plan Term. The 2016 Plan will terminate on May 19, 2026, although awards granted before that
time will remain outstanding in accordance with their terms.

New Plan Benefits

It is not possible to determine at this time the exact benefits or amounts to be received under the 2016
Plan by our employees or directors because such awards are subject to the discretion of the plan
administrator.

Registration with SEC

We intend to file with the SEC a registration statement on Form S-8 covering the Class A shares
issuable under the 2016 Plan.

US Federal Income Tax Consequences
The following is a summary of certain United States federal income tax consequences of awards under
the 2016 Plan. It does not purport to be a complete description of all applicable rules, and those rules

(including those summarized here) are subject to change.
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Options. An optionee generally will not recognize taxable income upon the grant of an option. Rather, at
the time of exercise of the option, the optionee will recognize ordinary income for income tax purposes
in an amount equal to the excess, if any, of the fair market value of the Class A shares purchased over
the exercise price. We generally will be entitled to a tax deduction at such time and in the same amount,

if any, that the optionee recognizes as ordinary income. The optionee s tax basis in any Class A shares
received upon exercise of an option will be the fair market value of the common shares on the date of
exercise, and if the shares are later sold or exchanged, then the difference between the amount received
upon such sale or exchange and the fair market value of such shares on the date of exercise will
generally be taxable as long-term or short-term capital gain or loss (if the shares are a capital asset of the
optionee) depending upon the length of time such shares were held by the optionee.
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Share Appreciation Rights. A participant who is granted a SAR generally will not recognize ordinary
income upon receipt of the SAR. Rather, at the time of exercise of such SAR, the participant will
recognize ordinary income for income tax purposes in an amount equal to the value of any cash received
and the fair market value on the date of exercise of any Class A shares received. We generally will be
entitled to a tax deduction at such time and in the same amount, if any, that the participant recognizes as

ordinary income. The participant s tax basis in any Class A shares received upon exercise of a SAR will
be the fair market value of the Class A shares on the date of exercise, and if the shares are later sold or
exchanged, then the difference between the amount received upon such sale or exchange and the fair
market value of such shares on the date of exercise will generally be taxable as long-term or short-term
capital gain or loss (if the shares are a capital asset of the participant) depending upon the length of time
such shares were held by the participant.

Restricted Shares. A participant generally will not be taxed upon the grant of restricted shares, but rather
will recognize ordinary income in an amount equal to the fair market value of the Class A shares at the
time the shares are no longer subject to a substantial risk of forfeiture (within the meaning of the

Internal Revenue Code). We generally will be entitled to a deduction at the time when, and in the
amount that, the participant recognizes ordinary income on account of the lapse of the restrictions. A

participant s tax basis in the shares will equal their fair market value at the time the restrictions lapse,

and the participant s holding period for capital gains purposes will begin at that time. Any cash dividends
paid on the restricted shares before the restrictions lapse will be taxable to the participant as additional
compensation (and not as dividend income). Under Section 83(b) of the Internal Revenue Code, a
participant may elect to recognize ordinary income at the time the restricted shares are awarded in an
amount equal to their fair market value at that time, notwithstanding the fact that such restricted shares
are subject to restrictions and a substantial risk of forfeiture. If such an election is made, no additional
taxable income will be recognized by such participant at the time the restrictions lapse, the participant
will have a tax basis in the shares equal to their fair market value on the date of their award, and the

participant s holding period for capital gains purposes will begin at that time. We generally will be
entitled to a tax deduction at the time when, and to the extent that, ordinary income is recognized by
such participant.

Restricted Share Units and Deferred Shares. In general, the grant of restricted share units or deferred
shares will not result in income for the participant or in a tax deduction for us. Upon the settlement of
such an award, the participant will recognize ordinary income equal to the aggregate value of the
payment received, and we generally will be entitled to a tax deduction at the same time and in the same
amount.

Other Awards. With respect to other awards granted under the 2016 Plan, including unrestricted shares
and other share-based awards, generally when the participant receives payment with respect to an
award, the amount of cash and/or the fair market value of any Class A shares or other property received
will be ordinary income to the participant, and we generally will be entitled to a tax deduction at the
same time and in the same amount.

Section 162(m). To the extent applicable, Section 162(m) of the Internal Revenue Code denies a
deduction for certain annual compensation in excess of $1,000,000 paid to individuals who are covered
employees unless it qualifies as performance-based compensation. The plan administrator may make
awards under the 2016 Plan to eligible participants who are covered employees (or to individuals whom
the plan administrator believes may become covered employees) that are intended to qualify as
performance-based compensation under Section 162(m) of the Internal Revenue Code to the extent
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Section 162(m) is applicable to us. To qualify, the exercisability and/or payment of such awards must
generally be subject to the achievement of performance criteria based upon one or more performance
goals set forth in the 2016 Plan and to certification of such achievement in writing by the Compensation
Committee. The performance criteria must be established in writing by that committee not later than the
time period prescribed under Section 162(m) of the Internal Revenue Code.

The Board recommends that shareholders vote FOR the ratification of the adoption of the 2016
Plan.
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OTHER MATTERS

As of the mailing date of this Proxy Statement, the Board knows of no other matters to be brought
before the Annual Meeting. If matters other than the ones listed in this Proxy Statement arise at the

Annual Meeting, the persons named in the proxy will vote the shares represented by the proxy
according to their judgment.

No person is authorized to give any information or to make any representation not contained in this
Proxy Statement, and, if given or made, such information or representation should not be relied upon as
having been authorized. The delivery of this Proxy Statement shall not, under any circumstances, imply

that there has not been any change in the information set forth herein since the date of this Proxy
Statement.

CONFIDENTIALITY OF PROXIES

The Company s policy is that proxies identifying individual shareholders are private except as necessary
to determine compliance with law, assert or defend legal claims, in a contested proxy solicitation or in
the event that a shareholder makes a written comment on a proxy card or an attachment to it.

SHAREHOLDER PROPOSALS AND NOMINATIONS FOR NEXT YEAR S ANNUAL
MEETING

You may submit proposals for consideration at future shareholder meetings. Under the rules of the SEC,
if a shareholder wants us to include a proposal under Rule 14a-8 in our Proxy Statement and form of
proxy for presentation at our 2016 Annual Meeting of Shareholders, the proposal must be received by us
at our principal executive offices at Fortress Investment Group LLC, 1345 Avenue of the Americas,

46th Floor, New York, NY 10105 by December 10, 2016. The proposal should be sent to the attention
of the Secretary of the Company.

Our Operating Agreement governs the submission of nominations for director or other business
proposals that a shareholder wishes to have considered at a meeting of shareholders but which are not to
be included in the Company s Proxy Statement for that meeting. Under our Operating Agreement,
nominations for director or other business proposals to be addressed at our annual meeting of
shareholders may be made by an eligible shareholder who has delivered a timely notice to the
Company s Secretary at the above address and otherwise meets the information and procedural
requirements prescribed by our Operating Agreement. Such notice must be received no later than
January 9, 2017 and no earlier than December 10, 2016, provided that if the annual meeting is called for
a date that is more than 25 days before or after the anniversary of the previous year s annual meeting,
notice must be received no more than 10 days after the public announcement of the annual meeting date.
Under the rules of the SEC, if we do not receive by January 9, 2017 proper notice with respect to any
proposals outside of Rule 14a-8 that a shareholder wishes to have considered at next year s Annual
Meeting of Shareholders, such proposals will not be considered timely for purposes of Rule 14a-4(c)
and the persons named as proxies in the proxy materials related to that meeting will have the right to use
their discretion in voting on such proposals when they are raised at the meeting.

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR
THE ANNUAL MEETING TO BE HELD ON MAY 19, 2016
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The Proxy Statement and Annual Report for the year ended December 31, 2015 are available at
WWW.proxyvote.com.
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ADDITIONAL INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the SEC at
100 F Street, N.E., Washington, D.C. 20549. You may read and copy any reports, statements or other

information we file at the SEC s public reference rooms in Washington, D.C. 20549. Please call the SEC
at (800) SEC-0330 for further information on the public reference rooms. Our SEC filings are also
available to the public from commercial document retrieval services and on the web site maintained by
the SEC at www.sec.gov. Such information will also be furnished upon written request to Fortress
Investment Group LLC, 1345 Avenue of the Americas, 46th Floor, New York, NY 10105, Attention:
General Counsel, and can also be accessed through our website at www.fortress.com.

The SEC has adopted rules that permit companies and intermediaries such as brokers to satisfy delivery
requirements for proxy materials with respect to two or more shareholders sharing the same address.

This process, which is commonly referred to as householding, potentially provides extra convenience
for shareholders and cost savings for companies. The Company and some brokers household proxy
materials, delivering a single copy of the proxy materials to multiple shareholders sharing an address
unless contrary instructions have been received from the affected shareholders.

Once you have received notice from your broker or the Company that they or the Company will be
householding materials to your address, householding will continue until you are notified otherwise or
until you revoke your consent. If, at any time, you no longer wish to participate in householding, please
notify your broker if your shares are held in a brokerage account or the Company if you hold registered
shares. You can notify the Company by sending a written request to, Fortress Investment Group LLC,
1345 Avenue of the Americas, 46th Floor, New York, NY 10105, Attention: General Counsel.

By Order of the Board of Directors,

David N. Brooks

Vice President, General Counsel and Secretary
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ANNEX A

FORTRESS INVESTMENT GROUP LLC 2016 OMNIBUS EQUITY INCENTIVE PLAN
Section 1. Purpose of Plan.

The name of this plan is the Fortress Investment Group LL.C 2016 Omnibus Equity Incentive Plan. The
Plan was adopted by the Board (as hereinafter defined) on April 6, 2016, subject to approval by the
shareholders of the Company (as hereinafter defined) at the annual shareholders meeting held on
May 19, 2016. The purpose of the Plan is to provide additional incentive to selected employees,
directors and Consultants (as hereinafter defined) of the Company, its Subsidiaries or Affiliates (as
hereinafter defined) whose contributions are essential to the growth and success of the Company s
business, in order to strengthen the commitment of such persons to the Company and its Subsidiaries
and Affiliates, motivate such persons to faithfully and diligently perform their responsibilities and
attract and retain competent and dedicated persons whose efforts shall result in the long-term growth
and profitability of the Company. To accomplish such purposes, the Plan provides that the Company
may (or may cause a Participating Subsidiary or Affiliate to) grant (a) Options, (b) Share Appreciation
Rights, (c) awards of Restricted Shares, Deferred Shares, Performance Shares, unrestricted Shares or
Other Share-Based Awards, or (d) any combination of the foregoing.

Section 2. Definitions.
For purposes of the Plan, the following terms shall be defined as set forth below:

(a) _Administrator means the Board, or if and to the extent the Board does not administer the Plan, the
Committee in accordance with Section 3 hereof.

(b) _Affiliate means, with respect to any Person, any other Person that directly or indirectly through one
or more intermediaries controls, is controlled by or is under common control with the Person in

question. As used herein, the term _Control means the possession, direct or indirect, of the power to
direct or cause the direction of the management and policies of a Person, whether through ownership of
voting securities, by contract or otherwise.

(c) _Award means individually or collectively, any Option, Share Appreciation Right, Restricted Share,
Deferred Share, Performance Share, unrestricted Share or Other Share-Based Award granted under the
Plan.

(d) _Award Agreement means any written agreement, contract or other instrument or document
evidencing an Award.

(e) A _Beneficial Owner of a security is a Person who directly or indirectly, through any contract,
arrangement, understanding, relationship or otherwise has or shares: (i) voting power, which includes
the power to vote, or to direct the voting of, such security and/or (ii) investment power, which includes

the power to dispose, or to direct the disposition of, such security. The term _Beneficially Own shall have
a correlative meaning.

(f) _Board means the Board of Directors of the Company.
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(g) _Cause means (i) the commission of an act of fraud or dishonesty by the Participant in the course of
the Participant s employment; (ii) the indictment or entering of a plea of nolo contendere for a crime
constituting a felony or in respect of any act of fraud or dishonesty; (iii) the commission of an act by the
Participant which would make the Participant or the Company (including any of its Subsidiaries or
Affiliates) subject to being enjoined, suspended, barred or otherwise disciplined for violation of federal
or state securities laws, rules or regulations, including a statutory disqualification; (iv) gross negligence
or willful misconduct in connection with the Participant s performance of his or her duties in connection
with the Participant s employment by the Company (including any Subsidiary or Affiliate for whom the

A-1
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Participant may be employed on a full-time basis at the time) or the Participant s failure to comply with
any of the restrictive covenants set forth herein; (v) the commission of any act that would result or
which might reasonably be a substantial factor resulting in the termination of the Company (including

any of its Subsidiaries or Affiliates) for cause under any of the Company s (including any of its

Subsidiaries or Affiliates ) management, advisory or similar agreements; (vi) the Participant s willful

failure to comply with any material policies or procedures of the Company as in effect from time to time
provided that the Participant shall have been delivered a copy of such policies or notice that they have

been posted on a Company website prior to such compliance failure, and (vii) the Participant s failure to

perform the material duties in connection with the Participant s position, unless the Participant remedy
such failure no later than 10 days following delivery to the Participant of a written notice from the
Company (including any of its Subsidiaries or Affiliates) describing such failure in reasonable detail
(provided that the Participant shall not be given more than one opportunity in the aggregate to remedy
failures described in this clause (vii)).

(h) _Change in Capitalization means any (i) merger, consolidation, reclassification, recapitalization,
spin-off, spin-out, repurchase or other reorganization or corporate transaction or event, (ii) distribution
(whether in the form of cash, Shares, or other property), share split or reverse share split, (iii)
combination or exchange of shares, (iv) other change in structure or (v) declaration of a distribution,
which the Administrator determines, in its sole discretion, affects the Shares such that an adjustment
pursuant to Section 5 hereof is appropriate.

(i) _Class A Shares means the Class A Shares of the Company.

(j) _Code means the Internal Revenue Code of 1986, as amended and in effect from time to time. Any
reference herein to a specific section or sections of the Code shall be deemed to include a reference to
any corresponding provision of any successor law.

(k) _Committee means any committee or subcommittee the Board may appoint to administer the Plan.
Subject to the discretion of the Board, the Committee shall be composed entirely of individuals who

meet the qualifications of an outside director within the meaning of Section 162(m) of the Code, a

non-employee director within the meaning of Rule 16b-3 under the Exchange Act and any other
qualifications required by the applicable stock exchange on which the Shares are traded. If at any time
or to any extent the Board shall not administer the Plan, then the functions of the Administrator
specified in the Plan shall be exercised by the Committee. Except as otherwise provided in the LL.C
Agreement, any action of the Committee with respect to the administration of the Plan shall be taken by
a majority vote at a meeting at which a quorum is duly constituted or unanimous written consent of the

Committee s members.

(1) _Company means Fortress Investment Group LLC, a Delaware limited liability company, and any
successors thereto.

(m) _Consultant means a consultant or advisor who is a natural person, engaged to render bona fide
services to the Company or any Subsidiary.

(n) _Deferred Shares means the right to receive Shares at the end of a specified deferral period granted
pursuant to Section 9 below.
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(o) _Disability means that a Participant (i) as determined by the Administrator in its sole discretion, is
unable to engage in any substantial gainful activity by reason of any medically determinable physical or
mental impairment which can be expected to result in death or can be expected to last for a continuous
period of not less than 12 months, or (ii) is, by reason of any medically determinable physical or mental
impairment which can be expected to result in death or can be expected to last for a continuous period of
not less than 12 months, receiving income replacement benefits for a period of not less than 3 months
under an accident and health plan covering employees of the Company or an Affiliate of the Company.

(p) _Eligible Recipient means an employee, director, Consultant, or LLP member (as that term is used in

the Limited Liability Partnerships Act 2000(UK)) of, or any other individual engaged by, the Company,

any Subsidiary or Affiliate, who has been selected as an eligible participant by the Administrator (and,
in

A-2
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respect of whom, any reference to employment shall be interpreted as including a reference to the
Eligible Recipient s engagement, in any capacity (including, for the avoidance of doubt the status as a
member of an LLP), as the case may require).

(q) _Exchange Act means the Securities Exchange Act of 1934, as amended, supplemented or restated
from time to time and any successor to such statute, and the rules and regulations promulgated
thereunder.

(r) _Exercise Price means the per share price at which a holder of an award granted hereunder may
purchase the Shares issuable upon exercise of such award.

(s) _Fair Market Value as of a particular date shall mean the fair market value as determined by the
Administrator in its sole discretion; provided, however, (i) if the Share or other security is admitted to
trading on a national securities exchange, the fair market value on any date shall be the closing sale
price reported on such date, or (ii) if the Share or other security is then traded in an over-the-counter
market, the fair market value on any date shall be the average of the closing bid and asked prices for
such share in such over-the-counter market for the last preceding date on which there was a sale of such
share in such market.

(t) _EOG means the Fortress Operating Group.

(u) _FOG Unit means a unit in the Fortress Operating Group, which represents one equity interest in each
of the entities that comprise the Fortress Operating Group.

(v) _Fortress Operating Group shall have the meaning assigned to it in the LLC Agreement.

(w) _LLC Agreement means the Fourth Amended and Restated Limited Liability Company Agreement
of Fortress Investment Group LLC, as amended from time to time.

(x) _LTIP Units means awards issued with respect to a separate class of FOG Units, as more fully
described in Section 10.

(y) _Non-Employee Director means a director of the Company who is (i) not an officer or employee of
the Company or of any Subsidiary and (ii) otherwise meets the definition of a Non-Employee Director
for purposes of Rule 16b-3 of the Exchange Act.

(z) _Option means an option to purchase Shares granted pursuant to Section 7 hereof.

(aa) _Other Share-Based Awards means a right or other interest granted to a Participant under the Plan
that may be denominated or payable in, valued in whole or in part by reference to, or otherwise based on
or related to, Shares, including but not limited to restricted share units, distribution equivalent rights,
LTIP Units or performance units, each of which may be subject to the attainment of Performance Goals
or a period of continued employment or other terms or conditions as permitted under the Plan.

(bb) _Participant means (i) any Eligible Recipient selected by the Administrator, pursuant to the
Administrator s authority in Section 3 below, to receive grants of Options, Share Appreciation Rights,
awards of Restricted Shares, awards of unrestricted Shares, Deferred Shares, Performance Shares, Other
Share-Based Awards or any combination of the foregoing, and upon his or her death, his or her
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successors, heirs, executors and administrators, as the case may be and (ii) any Non-Employee Director
who is eligible to receive Shares pursuant to Section 11 below.

(cc) _Participating Subsidiary or Affiliate means any Subsidiary or Affiliate that has adopted the Plan.

(dd) _Partners means those individuals who are designated from time-to-time by the Board as partners of
Fortress Investment Group LLC.

(ee) _Performance Goals means performance goals based on one or more of the following criteria: (i)
earnings including operating income, earnings before or after taxes, earnings before or after interest,
depreciation, amortization, or extraordinary or special items or book value per share (which may
exclude nonrecurring items); (ii) pre-tax income or after-tax income; (iii) earnings per Share (basic or
diluted); (iv) operating profit; (v) distributable earnings; (vi) revenue, revenue growth or rate of revenue
growth; (vii) return on assets (gross or net), return on investment, return on capital, or return on equity;
(vii) returns on
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sales or revenues; (ix) operating expenses; (x) share price appreciation; (xi) cash flow, free cash flow,
cash flow return on investment (discounted or otherwise), net cash provided by operations, or cash flow
in excess of cost of capital; (xii) implementation or completion of critical projects or processes; (Xiii)
economic value created; (xiv) cumulative earnings per share growth; (xv) operating margin or profit
margin; (xvi) Share price or total shareholder return; (xvii) cost targets, reductions and savings,
productivity and efficiencies; (xviii) strategic business criteria, consisting of one or more objectives
based on meeting specified market penetration, geographic business expansion, investor satisfaction,
employee satisfaction, human resources management, supervision of litigation, information technology,
and goals relating to acquisitions, divestitures, joint ventures and similar transactions, and budget
comparisons; (xix) personal professional objectives, including any of the foregoing performance goals,
the implementation of policies and plans, the negotiation of transactions, the development of long term
business goals, formation of joint ventures, research or development collaborations, and the completion
of other corporate transactions; and (xx) any combination of, or a specified increase in, any of the
foregoing. Where applicable, the Performance Goals may be expressed in terms of attaining a specified
level of the particular criteria or the attainment of a percentage increase or decrease in the particular
criteria, and may be applied to one or more of the Company, a Subsidiary or Affiliate, or a division or
strategic business unit of the Company, or may be applied to the performance of the Company relative
to a market index, a group of other companies or a combination thereof, all as determined by the
Committee. The Performance Goals may include a threshold level of performance below which no
payment shall be made (or no vesting shall occur), levels of performance at which specified payments
shall be made (or specified vesting shall occur), and a maximum level of performance above which no
additional payment shall be made (or at which full vesting shall occur). Each of the foregoing
Performance Goals shall not be required to be determined in accordance with generally accepted
accounting principles and shall be subject to certification by the Committee; provided that the
Committee shall have the authority to make equitable adjustments to the Performance Goals in
recognition of unusual or non-recurring events affecting the Company or any Subsidiary or Affiliate or
the financial statements of the Company or any Subsidiary or Affiliate, in response to changes in
applicable laws or regulations, or to account for items of gain, loss or expense determined to be
extraordinary or unusual in nature or infrequent in occurrence or related to the disposal of a segment of
a business or related to a change in accounting principles.

(ff) _Performance Shares means Shares that are subject to restrictions based upon the attainment of
specified performance objectives granted pursuant to Section 9 below.

(gg) _Person means any individual, corporation, firm, partnership, joint venture, limited liability
company, estate, trust, business association, organization, governmental entity or other entity.

(hh) _Plan means this Fortress Investment Group LLC 2016 Omnibus Equity Incentive Plan.
(i1) _Restricted Shares means Shares subject to certain restrictions granted pursuant to Section 9 below.

(jj) _Retirement means a termination of a Participant s employment, other than for Cause, on or after
attainment of age 65.

(kk) _Shares means the Company s Class A Shares reserved for issuance under the Plan, as adjusted

pursuant to the Plan, and any successor (pursuant to a merger, consolidation or other reorganization)
security.

Table of Contents 117



Edgar Filing: ACL SEMICONDUCTOR INC - Form 10-Q

(11) _Share Appreciation Right means the right pursuant to an award granted under Section 8 below to
receive an amount equal to the excess, if any, of (i) the aggregate Fair Market Value, as of the date such
Share Appreciation Right or portion thereof is surrendered, of the Shares covered by such right or such
portion thereof, over (ii) the aggregate Exercise Price of such right or such portion thereof.

(mm) _Subsidiary means, with respect to any Person, as of any date of determination, any other Person as
to which such Person owns or otherwise controls, directly or indirectly, more than 50% of the voting

shares or other similar interests or a sole general partner interest or managing member or similar interest
of such Person.
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Section 3. Administration.

(a) The Plan shall be administered by the Administrator and shall be administered in accordance with
the requirements of Section 162(m) of the Code (but only to the extent necessary and desirable to
maintain qualification of awards under the Plan under Section 162(m) of the Code) and, to the extent

applicable, Rule 16b-3 under the Exchange Act (_Rule 16b-3 ). The Plan is intended to comply, and shall
be administered in a manner that is intended to comply, with Section 409A of the Code and shall be
construed and interpreted in accordance with such intent. To the extent that an Award, issuance and/or
payment is subject to Section 409A of the Code, it shall be awarded and/or issued or paid in a manner
that will comply with Section 409A of the Code, including any applicable regulations or guidance
issued by the Secretary of the United States Treasury Department and the Internal Revenue Service with
respect thereto.

(b) Pursuant to the terms of the Plan, the Administrator, subject, in the case of any Committee, to any
restrictions on the authority delegated to it by the Board, shall have the power and authority, without
limitation:

(1) to select those Eligible Recipients who shall be Participants;

(2) to determine whether and to what extent Options, Share Appreciation Rights, awards of Restricted
Shares, Deferred Shares, Performance Shares, unrestricted Shares, Other Share-Based Awards or a
combination of any of the foregoing, are to be granted hereunder to Participants;

(3) to determine the number of Shares to be covered by each award granted hereunder;

(4) to determine the terms and conditions, not inconsistent with the terms of the Plan, which shall
govern all written instruments evidencing Options, Share Appreciation Rights, awards of Restricted
Shares, Deferred Shares, Performance Shares, Other Share-Based Awards or any combination of the
foregoing granted hereunder (including, but not limited to, (i) the restrictions applicable to Awards and
the conditions under which restrictions applicable to such awards shall lapse, (ii) the performance goals
and periods applicable to awards of Performance Shares, (iii) the Exercise Price, if any, of Awards, (iv)
the vesting schedule applicable to Awards, (v) the number of Shares subject to Awards and (vi) subject
to the requirements of Section 409A of the Code (to the extent applicable), any amendments to the terms
and conditions of outstanding Awards, including, but not limited to reducing the Exercise Price of such
Awards, extending the exercise period of such Awards and accelerating the vesting schedule of such
Awards);

(5) to determine the Fair Market Value with respect to any Award;
(6) to determine the duration and purpose of leaves of absence which may be granted to a Participant
without constituting a termination of the Participant s employment for purposes of Options granted under

the Plan;

(7) to adopt, alter and repeal such administrative rules, guidelines and practices governing the Plan as it
shall from time to time deem advisable;

(8) to construe and interpret the terms and provisions of the Plan and any award issued under the Plan
(and any Award Agreement relating thereto), and to otherwise supervise the administration of the Plan
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and to exercise all powers and authorities either specifically granted under the Plan or necessary and
advisable in the administration of the Plan;

(9) to delegate its authority, in whole or in part, under this Section 3 to two or more individuals (who
may or may not be members of the Board), subject to the requirements of applicable law or any stock
exchange on which the Shares are traded; and

(10) to determine at any time whether, to what extent and under what circumstances and method or
methods Awards may be settled by the Company, or any Participating Subsidiary or Affiliate. In the

event of such determination, references to the Company shall be deemed to be references to the
applicable Participating Subsidiary or Affiliate for purposes of the Plan as appropriate.
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(c) Notwithstanding paragraph (b) of this Section 3, (i) the automatic, nondiscretionary grants of Shares

shall be made to Non-Employee Directors pursuant to and in accordance with the terms of Section 11

below and (ii) neither the Board, the Committee nor their respective delegates shall have the authority to

reprice (or cancel and regrant) any Option or, if applicable, other Award at a lower exercise, base or
purchase price without first obtaining the approval of the Company s shareholders.

(d) All decisions made by the Administrator pursuant to the provisions of the Plan shall be final,
conclusive and binding on all persons, including the Company and the Participants. No member of the
Board or the Committee, nor any officer or employee of the Company or any Subsidiary or Affiliate
acting on behalf of the Board or the Committee, shall be personally liable for any action, omission,
determination, or interpretation taken or made in good faith with respect to the Plan, and all members of
the Board or the Committee and each and any officer or employee of the Company and of any
Subsidiary or Affiliate acting on their behalf shall, to the maximum extent permitted by law, be fully
indemnified and protected by the Company in respect of any such action, omission, determination or
interpretation.

Section 4. Shares Reserved for Issuance Under the Plan.

(a) Subject to Section 5 hereof, the maximum number of Shares that may be delivered pursuant to
Awards granted under the Plan (the _Share Limit ) shall be 57,260,160 subject to adjustment as provided
herein, as increased on the first day of each fiscal year beginning in calendar year 2017 by a number of

Class A Shares equal to the lesser of (x) the excess of (i) 15% of the number of outstanding Class A and
Class B shares of the Company on the last day of the immediately preceding fiscal year over (ii) the
number of Shares reserved and available for issuance under the Plan as of such date or (y) 60,000,000
Shares. From and after such time as the Plan is subject to Code Section 162(m), the aggregate Awards

granted during any fiscal year to any single individual who is likely to be a covered employee as defined
under Code Section 162(m) shall not exceed (i) 10,000,000 shares subject to Options or Share
Appreciation Rights or (ii) 10,000,000 shares subject to Restricted Shares, Deferred Shares,
Performance Shares, unrestricted Shares or Other Share-Based Awards. Determinations made in respect
of the limitation set forth in the preceding sentence shall be made in a manner consistent with Section
162(m) of the Code.

(b) Shares issued under the Plan may, in whole or in part, be authorized but unissued Shares or Shares
that shall have been or may be reacquired by the Company or an Affiliate or Subsidiary in the open
market, in private transactions or otherwise. If any Shares subject to an Award are forfeited, cancelled,
exchanged or surrendered or if an Award otherwise terminates or expires without a distribution of
Shares to the Participant, the Shares with respect to such Award shall, to the extent of any such
forfeiture, cancellation, exchange, surrender, termination or expiration, again be available for Awards
under the Plan.

Section 5. Equitable Adjustments.

In the event of any Change in Capitalization, an equitable substitution or proportionate adjustment shall
be made, in each case, in the manner to be determined by the Administrator, in its sole discretion, in (i)
the aggregate number of Shares reserved for issuance under the Plan and the maximum number of
Shares that may be subject to Awards granted to any Participant in any calendar or fiscal year, (ii) the
kind, number and Exercise Price subject to outstanding Options and Share Appreciation Rights granted
under the Plan, and (iii) the kind, number and purchase price of Shares subject to outstanding awards of
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Restricted Shares, Deferred Shares, Performance Shares, unrestricted shares or Other Share-Based
Awards granted under the Plan, provided, however, that any fractional shares resulting from the
adjustment shall be eliminated. Equitable substitutions or adjustments shall also be made if the
Administrator determines in its sole discretion that such adjustment is necessary in order to avoid an
adverse impact on the value of any outstanding award granted hereunder. Without limiting the
generality of the foregoing, in connection with a Change in Capitalization, the Administrator shall take
such action as is necessary to adjust the outstanding awards to reflect the Change in Capitalization,
including, but not limited to, the cancellation of any outstanding award granted hereunder in exchange
for payment in cash or other property of the aggregate Fair Market Value of the Shares covered by such
award, reduced by the aggregate Exercise Price or purchase price thereof, if any. Notwithstanding the
foregoing, no such adjustment shall cause any Award hereunder that is or
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becomes subject to Section 409A of the Code to fail to comply with the requirements of such section.
The Administrator s determinations pursuant to this Section 5 shall be final, binding and conclusive.

Section 6. Eligibility.

Except as set forth in Section 11 below, the Participants under the Plan shall be selected from time to
time by the Administrator, in its sole discretion, from among Eligible Recipients. Notwithstanding the
foregoing, Non-Employee Directors shall be eligible for awards other than those set forth in Section 11,
as determined by the Administrator from time to time.

Section 7. Options.

(a) General. Each Participant who is granted an Option shall enter into an Award Agreement with the
Company, containing such terms and conditions as the Administrator shall determine, in its discretion,
which Award Agreement shall set forth, among other things, the Exercise Price of the Option, the term
of the Option and provisions regarding exercisability of the Option granted thereunder. The provisions

of each Option need not be the same with respect to each Participant. More than one Option may be
granted to the same Participant and be outstanding concurrently hereunder. Options granted under the
Plan shall be subject to the terms and conditions set forth in this Section 7 and shall contain such
additional terms and conditions, not inconsistent with the terms of the Plan, as the Administrator shall
deem desirable and set forth in the applicable Award Agreement.

(b) Exercise Price. The Exercise Price of Shares purchasable under an Option shall be determined by the
Administrator in its sole discretion at the time of grant, provided that the Exercise Price of any Option
shall not be less than 100% of the Fair Market Value of the Shares on the date of grant.

(c) Option Term. The maximum term of each Option shall be fixed by the Administrator, but no Option

shall be exercisable more than ten years after the date such Option is granted. Each Option s term is
subject to earlier expiration pursuant to the applicable provisions in the Plan and the Award Agreement.
Notwithstanding the foregoing, the Administrator shall have the authority to accelerate the exercisability
of any outstanding Option at such time and under such circumstances as it, in its sole discretion, deems
appropriate.

(d) Exercisability. Each Option shall be exercisable at such time or times and subject to such terms and
conditions, including the attainment of preestablished corporate performance goals, as shall be
determined by the Administrator in the applicable Award Agreement. The Administrator may also
provide that any Option shall be exercisable only in installments, and the Administrator may waive such
installment exercise provisions at any time, in whole or in part, based on such factors as the
Administrator may determine in its sole discretion. Notwithstanding anything to the contrary contained
herein, an Option may not be exercised for a fraction of a share.

(e) Method of Exercise. Options may be exercised in whole or in part by giving written notice of
exercise to the Company specifying the number of Shares to be purchased, accompanied by payment in
full of the aggregate Exercise Price of the Shares so purchased in cash or its equivalent, as determined
by the Administrator. As determined by the Administrator, in its sole discretion, with respect to any
Option or category of Options, payment in whole or in part may also be made (i) by means of
consideration received under any cashless exercise procedure approved by the Administrator (including
the withholding of Shares otherwise issuable upon exercise), (ii) in the form of unrestricted Shares
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already owned by the Participant which have a Fair Market Value on the date of surrender equal to the
aggregate option price of the Shares as to which such Option shall be exercised, (iii) any other form of
consideration approved by the Administrator and permitted by applicable law or (iv) any combination of

the foregoing.

(f) Rights as Shareholder. A Participant shall have no rights to distributions or any other rights of a
shareholder with respect to the Shares subject to an Option until the Participant has given written notice
of exercise, has paid in full for such Shares, has satisfied the requirements of Section 15 hereof and, if
requested, has given the representation described in paragraph (b) of Section 16 hereof.
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(g) Transfers of Options. Except as otherwise determined by the Administrator, no Option granted under
the Plan shall be transferable by a Participant other than by the laws of descent and distribution. Unless
otherwise determined by the Administrator in accordance with the provisions of the immediately
preceding sentence, an Option may be exercised, during the lifetime of the Participant, only by the

Participant or, during the period the Participant is under a legal disability, by the Participant s guardian
or legal representative. The Administrator may, in its sole discretion, subject to applicable law, permit

the gratuitous transfer during a Participant s lifetime of an Option, (i) by gift to a member of the

Participant s immediate family, (ii) by transfer by instrument to a trust for the benefit of such immediate
family members, or (iii) to a partnership or limited liability company in which such family members are
the only partners or members; provided, however, that, in addition to such other terms and conditions as
the Administrator may determine in connection with any such transfer, no transferee may further assign,
sell, hypothecate or otherwise transfer the transferred Option, in whole or in part, other than by will or
by operation of the laws of descent and distribution. Each permitted transferee shall agree to be bound
by the provisions of this Plan and the applicable Award Agreement.

(h) Termination of Employment or Service.

(1) Unless the applicable Award Agreement provides otherwise, in the event that the employment or
service of a Participant with the Company or any Subsidiary or Affiliate shall terminate for any reason
other than Cause, Retirement, Disability, or death, (A) Options granted to such Participant, to the extent
that they are exercisable at the time of such termination, shall remain exercisable until the date that is 90
days after such termination, on which date they shall expire, and (B) Options granted to such
Participant, to the extent that they were not exercisable at the time of such termination, shall expire at
the close of business on the date of such termination. The 90-day period described in this Section

7(h)(1) shall be extended to one year after the date of such termination in the event of the Participant s
death during such 90-day period. Notwithstanding the foregoing, no Option shall be exercisable after the
expiration of its term.

(2) Unless the applicable Award Agreement provides otherwise, in the event that the employment or
service of a Participant with the Company or any Subsidiary shall terminate on account of the
Retirement, Disability, or death of the Participant, (A) Options granted to such Participant, to the extent
that they were exercisable at the time of such termination, shall remain exercisable until the date that is
one year after such termination, on which date they shall expire and (B) Options granted to such
Participant, to the extent that they were not exercisable at the time of such termination, shall expire at
the close of business on the date of such termination. Notwithstanding the foregoing, no Option shall be
exercisable after the expiration of its term.

(3) In the event of the termination of a Participant s employment or service for Cause, all outstanding
Options granted to such Participant shall expire at the commencement of business on the date of such
termination.

(i) Other Change in Employment Status. An Option shall be affected, both with regard to vesting
schedule and termination, by leaves of absence, changes from full-time to part-time employment, partial
disability or other changes in the employment status of an Participant, in the discretion of the
Administrator. The Administrator shall follow any applicable written policies of the Company (if any),
including such rules, guidelines and practices as may be adopted pursuant to Section 3 hereof, as they
may be in effect from time to time, with regard to such matters.
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Section 8. Share Appreciation Rights.

(a) General. Share Appreciation Rights may be granted either alone (_Free Standing Rights ) or in
conjunction with all or part of any other Award granted under the Plan (_Related Rights ), provided that,
in each case, the Shares underlying the Share Appreciation Right is traded on an established securities
market within the meaning of Section 409A of the Code. Related Rights may be granted either at or

after
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the time of the grant of such Award. The Administrator shall determine the Eligible Recipients to
whom, and the time or times at which, grants of Share Appreciation Rights shall be made; the number of
Shares to be awarded, the price per share, and all other conditions of Share Appreciation Rights.
Notwithstanding the foregoing, no Related Right may be granted for more shares than are subject to the
Award to which it relates and any Share Appreciation Right must be granted with an Exercise Price not
less than the Fair Market Value of Shares on the date of grant. The provisions of Share Appreciation
Rights need not be the same with respect to each Participant. Share Appreciation Rights granted under
the Plan shall be subject to the following terms and conditions set forth in this Section 8 and shall
contain such additional terms and conditions, not inconsistent with the terms of the Plan, as the
Administrator shall deem desirable, as set forth in the applicable Award Agreement.

(b) Awards. The prospective recipient of a Share Appreciation Right shall not have any rights with
respect to such Award, unless and until such recipient has executed an Award Agreement and delivered
a fully executed copy thereof to the Company, within a period of sixty days (or such other period as the

Administrator may specify) after the award date. Participants who are granted Share Appreciation
Rights shall have no rights as shareholders of the Company with respect to the grant or exercise of such
rights.

(c) Exercisability.

(1) Share Appreciation Rights that are Free Standing Rights (_Free Standing Share Appreciation Rights )
shall be exercisable at such time or times and subject to such terms and conditions as shall be
determined by the Administrator at or after grant.

(2) Share Appreciation Rights that are Related Rights (_Related Share Appreciation Rights ) shall be
exercisable only at such time or times and to the extent that the Awards to which they relate shall be
exercisable in accordance with the provisions of Section 7 above and this Section 8§ of the Plan.

(d) Payment Upon Exercise.

(1) Upon the exercise of a Free Standing Share Appreciation Right, the Participant shall be entitled to
receive up to, but not more than, that number of Shares equal in value to the excess of the Fair Market
Value of a Share as of the date of exercise over the price per share specified in the Free Standing Share
Appreciation Right (which price shall be no less than 100% of the Fair Market Value of such Share on
the date of grant) multiplied by the number of Shares in respect of which the Free Standing Share
Appreciation Right is being exercised, with the Administrator having the right to determine the form of
payment.

(2) A Related Right may be exercised by a Participant by surrendering the applicable portion of the
related Award. Upon such exercise and surrender, the Participant shall be entitled to receive up to, but
not more than, that number of Shares equal in value to the excess of the Fair Market Value of a Share as
of the date of exercise over the Exercise Price specified in the related Award (which price shall be no
less than 100% of the Fair Market Value of a Share on the date of grant) multiplied by the number of
Shares in respect of which the Related Share Appreciation Right is being exercised, with the
Administrator having the right to determine the form of payment. Awards that have been so
surrendered, in whole or in part, shall no longer be exercisable to the extent the Related Rights have
been so exercised.
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(3) Notwithstanding the foregoing, the Administrator may determine to settle the exercise of a Share
Appreciation Right in cash (or in any combination of Shares and cash) to the extent that such settlement
does not violate Section 409A of the Code.

(e) Non-Transferability.

(1) Free Standing Share Appreciation Rights shall be transferable only when and to the extent that an
Award would be transferable under Section 7 of the Plan.

(2) Related Share Appreciation Rights shall be transferable only when and to the extent that the
underlying Award would be transferable under Section 7 of the Plan.
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(f) Termination of Employment or Service.

(1) In the event of the termination of employment or service with the Company, any Subsidiary or any
Affiliate of a Participant who has been granted one or more Free Standing Share Appreciation Rights,
such rights shall be exercisable at such time or times and subject to such terms and conditions as shall

be determined by the Administrator at or after grant.

(2) In the event of the termination of employment or service with the Company or any Subsidiary of a
Participant who has been granted one or more Related Share Appreciation Rights, such rights shall be
exercisable at such time or times and subject to such terms and conditions as set forth in the related
Options.

(g) Term.

(1) The term of each Free Standing Share Appreciation Right shall be fixed by the Administrator, but no
Free Standing Share Appreciation Right shall be exercisable more than ten years after the date such
right is granted.

(2) The term of each Related Share Appreciation Right shall be the term of the Award to which it
relates, but no Related Share Appreciation Right shall be exercisable more than ten years after the date

such right is granted.

Section 9. Restricted Shares, Deferred Shares and Performance Shares.

(a) General. Awards of Restricted Shares, Deferred Shares or Performance Shares may be issued either
alone or in addition to other Awards granted under the Plan. The Administrator shall determine the
Eligible Recipients to whom, and the time or times at which, awards of Restricted Shares, Deferred

Shares or Performance Shares shall be made; the number of Shares to be awarded; the price, if any, to
be paid by the Participant for the acquisition of Restricted Shares, Deferred Shares or Performance
Shares; the Restricted Period (as defined in paragraph (c) of this Section 9), if any, applicable to awards
of Restricted Shares or Deferred Shares; the performance objectives applicable to awards of Restricted
Shares, Deferred Shares or Performance Shares; and all other conditions of the awards of Restricted
Shares, Deferred Shares and Performance Shares. The Administrator may also condition the grant of the
award of Restricted Shares, Deferred Shares or Performance Shares upon the exercise of Options, or
upon such other criteria as the Administrator may determine, in its sole discretion. If the restrictions,
performance objectives and/or conditions established by the Administrator are not attained, a Participant
shall forfeit his or her shares of Restricted Shares, Deferred Shares or Performance Shares. The
provisions of the awards of Restricted Shares, Deferred Shares or Performance Shares need not be the
same with respect to each Participant.

(b) Awards and Certificates. The prospective recipient of awards of Restricted Shares, Deferred Shares
or Performance Shares shall not have any rights with respect to any such award, unless and until such
recipient has executed an Award Agreement and delivered a fully executed copy thereof to the
Company, within a period of sixty days (or such other period as the Administrator may specify) after the
award date. Except as otherwise provided below in this Section 9, (i) each Participant who is granted an
award of Restricted Shares or Performance Shares shall be issued a share certificate in respect of such
shares of Restricted Shares or Performance Shares (or such other appropriate evidence of ownership as
determined by the Administrator); and (ii) such certificate (or other evidence of ownership) shall be
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registered in the name of the Participant, and, if appropriate, shall bear a legend referring to the terms,
conditions, and restrictions applicable to any such award.

The Company may require that the share certificates evidencing Restricted Shares or Performance
Shares granted hereunder be held in the custody of the Company until the restrictions thereon shall have
lapsed, and that, as a condition of any award of Restricted Shares or Performance Shares, the Participant

shall have delivered a power of attorney, endorsed in blank, relating to the Shares covered by such

award.
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With respect to awards of Deferred Shares, at or following the expiration of the Restricted Period, share
certificates in respect of such shares of Deferred Shares shall be delivered to the Participant, or his legal
representative, in a number equal to the number of Shares covered by the Deferred Shares award.

(c) Restrictions and Conditions. The awards of Restricted Shares, Deferred Shares and Performance
Shares granted pursuant to this Section 9 shall be subject to the following restrictions and conditions and
any additional restrictions or conditions as determined by the Administrator at the time of grant or
thereafter:

(1) Subject to the provisions of the Plan and the Restricted Shares Award Agreement, Deferred Shares
Award Agreement or Performance Shares Award Agreement, as applicable, governing any such award,
during such period as may be set by the Administrator commencing on the date of grant (the _Restricted

Period ), the Participant shall not be permitted to sell, transfer, pledge or assign shares of Restricted
Shares, Deferred Shares or Performance Shares awarded under the Plan; provided, however, that the
Administrator mayi, in its sole discretion, provide for the lapse of such restrictions in installments and
may accelerate or waive such restrictions in whole or in part based on such factors and such
circumstances as the Administrator may determine, in its sole discretion, including, but not limited to,

the attainment of certain performance related goals, the Participant s termination of employment or

service as a director or Consultant to the Company or any Subsidiary or Affiliate, the Participant s death
or Disability.

(2) Except as may be provided in a Restricted Share Award Agreement, the Participant shall generally
have the rights of a shareholder of the Company with respect to Restricted Shares or Performance
Shares during the Restricted Period. Except as may be provided in a Deferred Share Award Agreement,
the Participant shall generally not have the rights of a shareholder with respect to Shares subject to
awards of Deferred Shares during the Restricted Period. Certificates for unrestricted Shares shall be
delivered to the Participant promptly after, and only after, the Restricted Period shall expire without
forfeiture in respect of such awards of Restricted Shares, Deferred Shares or Performance Shares except
as the Administrator, in its sole discretion, shall otherwise determine.

(3) The rights of Participants granted awards of Restricted Shares, Deferred Shares or Performance
Shares upon termination of employment or service as a director or Consultant to the Company or to any
Subsidiary or Affiliate terminates for any reason during the Restricted Period shall be set forth in the
Award Agreement.

Section 10. Other Share-Based Awards.

(a) The Administrator is authorized to grant Awards to Participants in the form of Other Share-Based
Awards, as deemed by the Administrator to be consistent with the purposes of the Plan and as evidenced
by an Award Agreement, including, but not limited to, awards of LTIP Units, awards of restricted share
units and awards that are valued in whole or in part by reference to Class A Shares, including awards
valued by reference to book value, fair value or performance of a subsidiary, partner interests or FOG
Units, including distribution equivalent rights and performance units. Other Share-Based Awards may
be granted as free-standing awards or in tandem with other Awards under the Plan. The Administrator
shall determine the terms and conditions of such Awards, consistent with the terms of the Plan, at the
date of grant or thereafter, including any Performance Goals and performance periods. Shares or other
securities or property delivered pursuant to an Award in the nature of a purchase right granted under this
Section 10 shall be purchased for such consideration, paid for at such times, by such methods, and in
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such forms, including, without limitation, Shares, other Awards, notes or other property, as the

Administrator shall determine, subject to any required corporate action. The Administrator may, in its

sole discretion, settle such Other Share-Based Awards for cash or other property as appropriate;

provided that it determines, after consultation with its legal counsel and tax advisers, that such alternate
settlement would be in the Company s best interest.

(b) LTIP Units may be granted as free-standing awards or in tandem with other Awards under the Plan,
and may be valued by reference to the Company s Class A Shares, and will be subject to such other

A-11

Table of Contents 132



Edgar Filing: ACL SEMICONDUCTOR INC - Form 10-Q

Table of Conten

conditions and restrictions as the Administrator, in its sole and absolute discretion, may determine,
including, but not limited to, continued employment or service, computation of financial metrics and/or
achievement of pre-established performance goals and objectives. LTIP Unit awards, whether vested or
unvested, may entitle the participant to receive, currently or on a deferred or contingent basis,
distributions or distribution equivalent payments with respect to the number Class A Shares
corresponding to the LTIP Unit or other distributions from FOG and the Administrator may provide in
the applicable Award Agreement that such amounts (if any) shall be deemed to have been reinvested in
additional Class A Shares or LTIP Units. The LTIP Units granted under the Plan, subject to such terms
and conditions as may be determined by the Administrator in its sole and absolute discretion, including,
but not limited to the conversion ratio, may be exchanged for Class A shares in accordance with the

terms of the LLC Agreement. LTIP units may be structured as profits interests,  capital interests or other
types of interests for federal income tax purposes. The Administrator has the authority to determine the
number of shares underlying an award of LTIP Units in light of all applicable circumstances, including

performance-based vesting conditions, operating partnership capital account allocations, to the extent

set forth in the partnership agreements for Fortress Operating Group, the Code, or value accretion
factors and conversion ratios.

(c) To the extent that the Plan is subject to Section 162(m) of the Code, no payment that is intended to
qualify as performance-based compensation under Section 162(m) of the Code shall be made to a
covered employee (within the meaning of Section 162(m) of the Code) prior to the certification by the

Committee that the Performance Goals have been attained. The Committee may establish such other

rules applicable to the Other Share-Based Awards, provided, however, that in the event that the Plan is

subject to Section 162(m) of the Code, such rules shall be in compliance with Section 162(m) of the
Code.

Section 11. Non-Employee Director Grants.

(a) Annual Grant. Except as otherwise provided by the Administrator, on the business day immediately
preceding each annual shareholders meeting during the term of the Plan (beginning with the annual
shareholders meeting in 2017), each Non-Employee Director shall be granted that number of Class A

Shares, the aggregate Fair Market Value of which shall equal the portion of the Non-Employee
Directors compensation that is determined by the Compensation Committee of the Board in that year to

be awarded in Shares on the date of grant (the _Non-Employee Director Shares ). The Non-Employee
Director Shares shall be fully vested as of the date of grant.

(b) Share Availability. In the event that the number of Shares available for grant under the Plan is not
sufficient to accommodate the awards of Non-Employee Director Shares, the remaining Shares available
for such automatic awards shall be granted to each Non-Employee Director who is to receive such an
award on a pro-rata basis. No further grants shall be made until such time, if any, as additional Shares
become available for grant under the Plan.

Section 12. Change of Control.

(a) Treatment of Awards. In the event that a Change of Control occurs while any Award is outstanding,
such outstanding Award shall be subject to the applicable treatment set forth in the Award Agreement;
provided, however, that nothing set forth in this Section 12 or in any Award Agreement shall be deemed
to limit the ability of the Administrator to take such actions as it is permitted to take in accordance with
Sections 3 or 5 of the Plan.
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(b) Definition of Change of Control. For purposes of the Plan, _Change of Control means the occurrence
of any of the following events:

(1) any Person or any group of Persons acting together which would constitute a group for purposes of
Section 13(d) of the Securities and Exchange Act of 1934, or any successor provisions thereto,
excluding any group of Persons, which, if it includes any Partner or any of his Affiliates, includes all
Partners then employed by the Company or any of its Affiliates, is or becomes the
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Beneficial Owner, directly or indirectly, of securities of the Company representing more than fifty
percent (50%) of the combined voting power of the Company s then outstanding voting securities; or

(2) the following individuals cease for any reason to constitute a majority of the number of directors of
the Company then serving: individuals who, on the date of the consummation of the initial public
offering of Class A Shares, constitute the Board and any new director (other than a director whose initial
assumption of office is in connection with an actual or threatened election contest, including but not
limited to a consent solicitation, relating to the election of directors of the Company) whose

appointment or election by the Board or nomination for election by the Company s shareholders was
approved or recommended by a vote of at least two-thirds (2/3) of the directors then still in office who
either were directors on the date of the consummation of the initial public offering of Class A Shares or
whose appointment, election or nomination for election was previously so approved or recommended by
the directors referred to in this clause (2); or

(3) there is consummated a merger or consolidation of the Company or any direct or indirect subsidiary
of the Company with any other corporation or other entity, and, immediately after the consummation of
such merger or consolidation, either (i) the Board immediately prior to the merger or consolidation does
not constitute at least a majority of the board of directors of the company surviving the merger or, if the
surviving company is a subsidiary, the ultimate parent thereof, or (ii) all of the Persons who were the
respective Beneficial Owners of the voting securities of the Company immediately prior to such merger
or consolidation do not Beneficially Own, directly or indirectly, more than 50% of the combined voting
power of the then outstanding voting securities of the Person resulting from such merger or
consolidation; or

(4) the shareholders of the Company approve a plan of complete liquidation or dissolution of the
Company or there is consummated an agreement or series of related agreements for the sale or other
disposition, directly, or indirectly, by the Company of all or substantially all of the Company s assets,
other than such sale or other disposition by the Company of all or substantially all of the Company s
assets to an entity, at least fifty percent (50%) of the combined voting power of the voting securities of
which are owned by shareholders of the Company in substantially the same proportions as their
ownership of the Company immediately prior to such sale.

Notwithstanding the foregoing, except with respect to clause (2) and clause (3)(i) above, a Change of
Control shall not be deemed to have occurred by virtue of the consummation of any transaction or series
of related transactions if, immediately following such transaction or transactions, the record holders of
the shares of the Company immediately prior to such transaction or series of related transactions

continue to have substantially the same proportionate ownership in an entity which owns all or
substantially all of the assets of the Company immediately following such transaction or series of
related transactions.

With respect to the definition of Change of Control, Person shall not include (i) the Company or any of
its Subsidiaries, (ii) a trustee or other fiduciary holding securities under an employee benefit plan of the
Company or any of its Subsidiaries, (iii) an underwriter temporarily holding securities pursuant to an
offering of such securities, or (iv) a corporation owned, directly or indirectly, by the shareholders of the
Company in substantially the same proportions as their ownership of shares of the Company.

Section 13. Amendment and Termination.
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The Board may amend, alter or terminate the Plan, but no amendment, alteration, or termination shall be
made that would impair the rights of a Participant under any Award theretofore granted without such
Participant s consent. Unless the Board determines otherwise, the Board shall obtain approval of the
Company s shareholders for any amendment that would require such approval in order to satisfy the
requirements of sections 162(m) of the Code, any rules of the stock exchange on which the Shares are
traded or other applicable law. If any Award is subject to Section 409A of the Code and fails to comply
with the requirements of Section 409A of

Table of Contents 136



Edgar Filing: ACL SEMICONDUCTOR INC - Form 10-Q

Table of Conten

the Code, the Administrator reserves the right to (but is not obligated to) amend, modify or supplement
such Award in order to cause it to either not be subject to Section 409A of the Code or to comply with
the applicable provisions of Section 409A of the Code. The Administrator may amend the terms of any
Award theretofore granted, prospectively or retroactively, but, subject to Section 5 of the Plan, no such
amendment shall impair the rights of any Participant without his or her consent.

Section 14. Unfunded Status of Plan.

The Plan is intended to constitute an unfunded plan for incentive compensation. With respect to any
payments not yet made to a Participant by the Company, nothing contained herein shall give any such
Participant any rights that are greater than those of a general creditor of the Company.

Section 15. Withholding Taxes.

Each Participant shall, no later than the date as of which the value of an Award first becomes includible
in the gross income of the Participant for federal and/or state income tax purposes, pay to the Company,
or make arrangements satisfactory to the Administrator regarding payment of, any federal, state, or local
taxes of any kind required by law to be withheld with respect to the Award. The obligations of the
Company under the Plan shall be conditional on the making of such payments or arrangements, and the
Company shall, to the extent permitted by law, have the right to deduct any such taxes from any
payment of any kind otherwise due to the Participant. Whenever cash is to be paid pursuant to an award
granted hereunder, the Company shall have the right to deduct therefrom an amount sufficient to satisfy
any federal, state and local withholding tax requirements related thereto. Whenever Shares are to be
delivered pursuant to an award, the Company shall have the right to require the Participant to remit to
the Company in cash an amount sufficient to satisfy any federal, state and local withholding tax
requirements related thereto. With the approval of the Administrator, a Participant may satisfy the
foregoing requirement by electing to have the Company withhold from delivery of Shares or by
delivering already owned unrestricted Shares, in each case, having a value equal to the minimum
amount of tax required to be withheld (or such other amount as may be permitted by applicable law and
accounting standards). Such shares shall be valued at their Fair Market Value on the date of which the
amount of tax to be withheld is determined. Fractional share amounts shall be settled in cash. Such an
election may be made with respect to all or any portion of the Shares to be delivered pursuant to an
award. The Company may also use any other method of obtaining the necessary payment or proceeds,
as permitted by law, to satisfy its withholding obligation with respect to any Option or other Award.

Section 16. General Provisions.

(a) Shares shall not be issued pursuant to the exercise of any Award granted hereunder unless the
exercise of such Award and the issuance and delivery of such Shares pursuant thereto shall comply with
all relevant provisions of law, including, without limitation, the Securities Act of 1933, as amended, the

Exchange Act and the requirements of any stock exchange upon which the Shares may then be listed,
and shall be further subject to the approval of counsel for the Company with respect to such compliance.

(b) The Administrator may require each person acquiring Shares to represent to and agree with the
Company in writing that such person is acquiring the Shares without a view to distribution thereof. The
certificates for such Shares may include any legend that the Administrator deems appropriate to reflect

any restrictions on transfer which the Administrator determines, in its sole discretion, arise under
applicable securities laws or are otherwise applicable.
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(c) All certificates for Shares delivered under the Plan shall be subject to such stop-transfer orders and
other restrictions as the Administrator may deem advisable under the rules, regulations, and other
requirements of the Securities and Exchange Commission, any stock exchange upon which the Shares
may then be listed, and any applicable federal or state securities law, and the Administrator may cause a
legend or legends to be placed on any such certificates to make appropriate reference to such
restrictions.
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(d) The Administrator may require a Participant receiving Shares pursuant to the Plan, as a condition
precedent to receipt of such Shares, to enter into a shareholder agreement or lock-up agreement in such
form as the Committee shall determine is necessary or desirable to further the Company s interests.

(e) The adoption of the Plan shall not confer upon any Eligible Recipient any right to continued
employment or service with the Company or any Subsidiary, as the case may be, nor shall it interfere in
any way with the right of the Company or any Subsidiary to terminate the employment or service of any

of its Eligible Recipients at any time.

(f) The Plan as well as payments and benefits under the Plan are intended to be exempt from, or to the
extent subject thereto, to comply with Section 409A of the Code, and, accordingly, to the maximum
extent permitted, the Plan shall be interpreted in accordance therewith. Notwithstanding anything
contained herein to the contrary, to the extent required in order to avoid accelerated taxation and/or tax
penalties under Section 409A of the Code, the Participant shall not be considered to have terminated
employment with the Company for purposes of the Plan and no payment shall be due to the Participant

under the Plan or any Award until the Participant would be considered to have incurred a separation

from service from the Company within the meaning of Section 409A of the Code. Any payments

described in the Plan that are due within the short term deferral period as defined in Section 409A of the

Code shall not be treated as deferred compensation unless applicable law requires otherwise.
Notwithstanding anything to the contrary in the Plan, to the extent that any Awards (or any other
amounts payable under any plan, program or arrangement of the Company or any of its Subsidiaries or
Affiliates) are payable upon a separation from service and such payment would result in the imposition
of any individual tax and penalty interest charges imposed under Section 409A of the Code, the
settlement and payment of such awards (or other amounts) shall instead be made on the first business
day after the date that is six (6) months following such separation from service (or death, if earlier).
Each amount to be paid or benefit to be provided under this Plan shall be construed as a separate
identified payment for purposes of Section 409A of the Code. The Company makes no representation
that any or all of the payments or benefits described in this Plan will be exempt from or comply with
Section 409A of the Code and makes no undertaking to preclude Section 409A of the Code from
applying to any such payment. The Participant shall be solely responsible for the payment of any taxes
and penalties incurred under Section 409A.

Section 17. Effective Date.
The Plan became was adopted by the Board on April [6], 2016, and shall be effective as of its approval
by the shareholders of the Company at the annual shareholders meeting held on May 19, 2016 (the date
of such shareholder approval, the _Effective Date ).

Section 18. Term of Plan.

No Award shall be granted pursuant to the Plan on or after the tenth anniversary of the Effective Date,
but Awards theretofore granted may extend beyond that date.
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FORTRESS INVESTMENT GROUP LLC
1345 AVENUE OF THE AMERICAS
46TH FLOOR

NEW YORK, NY 10105
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VOTE BY INTERNET - www.proxyvote.com

Use the Internet to transmit your voting instructions and for
electronic delivery of information up until 11:59 P.M. Eastern Time
the day before the cut-off date or meeting date. Have your proxy
card in hand when you access the web site and follow the
instructions to obtain your records and to create an electronic voting
instruction form.

ELECTRONIC DELIVERY OF FUTURE PROXY
MATERIALS

If you would like to reduce the costs incurred by our company in
mailing proxy materials, you can consent to receiving all future
proxy statements, proxy cards and annual reports electronically via
e-mail or the Internet. To sign up for electronic delivery, please
follow the instructions above to vote using the Internet and, when
prompted, indicate that you agree to receive or access proxy
materials electronically in future years.

VOTE BY PHONE - 1-800-690-6903

Use any touch-tone telephone to transmit your voting instructions up
until 11:59 P.M. Eastern Time the day before the cut-off date or
meeting date. Have your proxy card in hand when you call and then
follow the instructions.

VOTE BY MAIL

Mark, sign and date your proxy card and return it in the postage-paid
envelope we have provided or return it to Vote Processing, c/o
Broadridge, 51 Mercedes Way, Edgewood, NY 11717.

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS FOLLOWS:

KEEP THIS PORTION FOR YOUR RECORDS

DETACH AND RETURN THIS PORTION ONLY
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THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED.

For Withhold For All  To withhold authority to vote for
Except  any individual nominee(s), mark

All All For All Except and write the
The Board of Directors recommends you vote number(s) of the nominee(s) on

the line below.
FOR the following:

1. Election of Directors

Nominees
01  Peter L. Briger, Jr. 02 Wesley R. Edens 03 Douglas L. Jacobs
The Board of Directors recommends you vote FOR the following proposals: For Against Abstain

2. To ratify the appointment of Ernst & Young LLP as independent registered public accounting firm for
Fortress Investment Group LLC for the fiscal year 2016.

3. To approve the Fortress Investment Group LLC 2016 Omnibus Equity Incentive Plan.

NOTE: The Board of Directors may consider and act upon any other business properly presented at the Annual
Meeting. If this proxy is properly executed, then your shares will be voted either in the manner you indicate
above or, if no direction is indicated, in the manner directed by the Board of Directors (including with respect to
any matter not specified above that is properly presented at the Annual Meeting).

For address change/comments, mark here.
(see reverse for instructions)

Please sign exactly as your name(s) appear(s) hereon. When signing as
attorney, executor, administrator, or other fiduciary, please give full title as
such. Joint owners should each sign personally. All holders must sign. If a
corporation or partnership, please sign in full corporate or partnership name,
by authorized officer.

Signature [PLEASE SIGN WITHIN
BOX] Date Signature (Joint Owners) Date
0000284490_1 R1.0.1.25
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Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting: The Annual Report, Notice &
Proxy Statement is/are available at www.proxyvote.com

FORTRESS INVESTMENT GROUP LLC

Annual Meeting of Shareholders

May 19, 2016 at 8:00 AM

This proxy is solicited by the Board of Directors

The shareholder(s) hereby appoint(s) Daniel N. Bass and David N. Brooks, and each of them, as proxies, each
with the power to appoint his substitute, and hereby authorizes them to represent and to vote, as designated on
the reverse side of this ballot, all of the shares of common stock of Fortress Investment Group LLC that the
shareholder(s) is/are entitled to vote at the Annual Meeting of Shareholders to be held at 8:00 AM, Eastern Time
on May 19, 2016, at the Hilton Hotel New York, located at 1335 Avenue of the Americas, New York, New
York and any adjournment or postponement thereof.

This proxy, when properly executed, will be voted in the manner directed herein. If no such direction is
made, this proxy will be voted in accordance with the Board of Directors recommendations.

Address change/comments:

(If you noted any Address Changes and/or Comments above, please mark corresponding box on the reverse side.)
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Continued and to be signed on reverse side
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