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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2007
 or

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from                     to

Commission File Number: 001-33294

Fortress Investment Group LLC
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Delaware  20-5837959 (State or other jurisdiction of
 incorporation or organization)  (I.R.S. Employer
Identification No.) 1345 Avenue of the Americas, New York, NY  10105 (Address of principal executive offices) 
(Zip Code)
Registrant’s telephone number, including area code: (212) 798-6100

Securities registered pursuant to Section 12(b) of the Act:

 Title
of each class:  Name of exchange on which registered: Class A shares  New York Stock Exchange (NYSE)
Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act.       Yes       No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act.       Yes       No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

   Yes       No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this form 10-K.    

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of ‘‘large accelerated filer’’, ‘‘accelerated filer’’ and ‘‘smaller reporting
company’’ in Rule 12b-2 of the Exchange Act. (Check One):

 Large
Accelerated Filer    Accelerated Filer    Non-accelerated Filer    (Do not check if a smaller reporting company) 
Smaller reporting company   
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
(Check One):       Yes       No

The aggregate market value of the Class A Shares held by non-affiliates as of June 30, 2007 (computed based on the
closing price on such date as reported on the NYSE) was $2.2 billion.

Indicate the number of shares outstanding of each of the registrant’s classes of common stock, as of the last practicable
date.

Class A shares: 94,597,646 outstanding as of March 24, 2008.

Class B shares: 312,071,550 outstanding as of March 24, 2008.
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DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant’s definitive proxy statement for the registrant’s 2008 annual meeting, to be filed within 120
days after the close of the registrant’s fiscal year, are incorporated by reference into Part III of this Annual Report on
Form 10-K.
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As used in this Annual Report on Form 10-K, unless the context otherwise requires:

‘‘Fee Paying Assets Under Management,’’ ‘‘Management Fee Paying Assets Under Management,’’ or ‘‘MAUM,’’ refers to the
management fee paying assets we manage, including capital we have the right to call from our investors pursuant to
their capital commitments to various funds. We are highlighting MAUM, rather than total assets under management
(‘‘AUM’’), because it provides insight into our capacity to earn management fees. Our MAUM equals the sum of:

 (i)  the
capital commitments or invested capital (or NAV, if lower) of our private equity funds, depending on which measure
management fees are being calculated upon at a given point in time, which in connection with funds raised after
March 2006 includes the mark-to-market value of public securities held within the funds, 

 (ii)  the contributed
capital of our publicly traded alternative investment vehicles, which we refer to as our ‘‘Castles,’’ 

 (iii)  the net asset value,
or ‘‘NAV,’’ of our hedge funds; and 

 (iv)  the NAV of our
managed accounts, to the extent management fees are charged.

For each of the above, the amounts exclude assets under management for which we charge either no or nominal fees,
generally related to our principal investments in funds as well as investments in funds by our principals, directors and
employees.

Our calculation of MAUM may differ from the calculations of other asset managers and, as a result, this measure may
not be comparable to similar measures presented by other asset managers. Our definition of MAUM is not based on
any definition of assets under management contained in our operating agreement or in any of our Fortress Fund
management agreements.

‘‘Fortress,’’ ‘‘we,’’ ‘‘us,’’ ‘‘our,’’ and the ‘‘company’’ refer, (i) following the consummation of the reorganization and the Nomura
transaction on January 17, 2007, collectively, to Fortress Investment Group LLC and its subsidiaries, including the
Fortress Operating Group and all of its subsidiaries, and, (ii) prior to the consummation of the reorganization and the
Nomura transaction on January 17, 2007, to the Fortress Operating Group and all of its subsidiaries, in each case not
including funds that, prior to March 31, 2007, were consolidated funds, except with respect to our historical financial
statements and discussion thereof unless otherwise specified. Effective March 31, 2007, all of our previously
consolidated funds were deconsolidated. The financial statements contained herein represent consolidated financial
statements of Fortress Investment Group LLC subsequent to the reorganization and combined financial statements of
Fortress Operating Group, considered the predecessor, prior to the reorganization. See Part II, Item 8, ‘‘Financial
Statements and Supplementary Data.’’

‘‘Fortress Funds’’ and ‘‘our funds’’ refers to the private investment funds and alternative asset companies that are managed
by the Fortress Operating Group.

‘‘Fortress Operating Group’’ refers to the combined entities, which were wholly-owned by the principals prior to the
Nomura transaction and in each of which Fortress Investment Group LLC acquired an indirect controlling interest
upon completion of the Nomura transaction (described below).

‘‘principals’’ or ‘‘Principals’’ refers to Peter Briger, Wesley Edens, Robert Kauffman, Randal Nardone and Michael
Novogratz, collectively, who prior to the completion of our initial public offering and the Nomura transaction directly
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owned 100% of the Fortress Operating Group units and following completion of our initial public offering and the
Nomura transaction own a majority of the Fortress Operating Group units and all of the Class B shares, representing a
majority of the total combined voting power of all of our outstanding Class A and Class B shares. The principals’
ownership percentage is subject to change based on, among other things, equity offerings by Fortress and dispositions
by the principals.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some of the statements under Part I, Item 1, ‘‘Business,’’ Part I, Item 1A, ‘‘Risk Factors,’’ Part II, Item 7, ‘‘Management’s
Discussion and Analysis of Financial Condition and Results of Operations,’’ Part II, Item 7A, ‘‘Quantitative and
Qualitative Disclosures About Market Risk’’ and elsewhere in this Annual Report on Form 10-K may contain
forward-looking statements which reflect our current views with respect to, among other things, future events and
financial performance. Readers can identify these forward-looking statements by the use of forward-looking words
such as ‘‘outlook,’’ ‘‘believes,’’ ‘‘expects,’’ ‘‘potential,’’ ‘‘continues,’’ ‘‘may,’’ ‘‘will,’’ ‘‘should,’’ ‘‘seeks,’’ ‘‘approximately,’’ ‘‘predicts,’’ ‘‘intends,’’
‘‘plans,’’ ‘‘estimates,’’ ‘‘anticipates’’ or the negative version of those words or other comparable words. Any forward-looking
statements contained in this report are based upon the historical performance of us and our subsidiaries and on our
current plans, estimates and expectations. The inclusion of this forward-looking information should not be regarded as
a representation by us or any other person that the future plans, estimates or expectations contemplated by us will be
achieved. Such forward-looking statements are subject to various risks and uncertainties and assumptions relating to
our operations, financial results, financial condition, business prospects, growth strategy and liquidity. If one or more
of these or other risks or uncertainties materialize, or if our underlying assumptions prove to be incorrect, our actual
results may vary materially from those indicated in these statements. These factors should not be construed as
exhaustive and should be read in conjunction with the other cautionary statements that are included in this report. We
do not undertake any obligation to publicly update or review any forward-looking statement, whether as a result of
new information, future developments or otherwise.
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PART I

Item 1.    Business.

Fortress Investment Group LLC (NYSE listed under the symbol ‘‘FIG’’) is a leading global alternative asset manager
with approximately $33.2 billion in fee paying assets under management as of December 31, 2007. We raise, invest
and manage private equity funds and hedge funds. We earn management fees based on the size of our funds, incentive
income based on the performance of our funds, and investment income from our principal investments in those funds.

Fortress was founded in 1998 as an asset-based investment management firm with a fundamental philosophy premised
on alignment of interests with the investors in our funds. Our managed funds primarily employ absolute return
strategies; we strive to have positive returns regardless of the performance of the markets. Investment performance is
our cornerstone — as an investment manager, we earn more if our investors earn more. In keeping with our fundamental
philosophy, we invest capital in each of our businesses. As of December 31, 2007, Fortress’s investments in and
commitments to our funds were $1.2 billion, consisting of the net asset value of Fortress’s principal investments of
$1.1 billion, and unfunded commitments to private equity funds of $0.1 billion.

We currently have more than 820 employees, including 323 investment professionals, at our headquarters in New
York and our affiliate offices in Atlanta, Dallas, Frankfurt, Geneva, Hong Kong, London, Los Angeles, Munich, New
Canaan, Rome, San Diego, San Francisco, Sydney, Tokyo and Toronto.

We have grown our fee paying assets under management significantly, from approximately $20.9 billion as of
December 31, 2006, to approximately $33.2 billion as of December 31, 2007, or a 59% increase. We plan to continue
to strategically grow our fee paying assets under management and will seek to generate superior risk-adjusted
investment returns in our funds over the long term. We are guided by the following key objectives and values:

 • 
generating top-tier risk-adjusted investment returns; 

 •  introducing
innovative new investment products, while remaining focused on, and continuing to grow, our existing lines of
business;  • 
maintaining our disciplined investment process and intensive asset management; and 

 •  adhering to the
highest standards of professionalism and integrity.

Our Current Businesses

We are a global investment manager specializing in alternative assets. Our current offering of alternative investment
products includes private equity funds and hedge funds. We refer to these investment products, collectively, as the
Fortress Funds. As of December 31, 2007, we managed approximately $33.2 billion of alternative assets in two core
businesses:

Private Equity Funds — a business that manages approximately $16.6 billion of MAUM comprised of two business
segments: (i) funds that primarily make significant, control-oriented investments in North America and Western
Europe, with a focus on acquiring and building asset-based businesses with significant cash flows. We also manage a
family of ‘‘long dated value’’ funds focused on investing in undervalued assets with limited current cash flows and long
investment horizons; and (ii) publicly traded alternative investment vehicles, which we refer to as ‘‘Castles,’’ that invest
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primarily in real estate and real estate related debt investments; and

Hedge Funds — a business that manages approximately $16.6 billion of MAUM comprised of two business segments:
(i) liquid hedge funds — which invest globally in fixed income, currency, equity and commodity markets and related
derivatives to capitalize on imbalances in the financial markets; and (ii) hybrid hedge funds — which make diversified
investments globally in assets, opportunistic lending situations and securities through the capital structure with a value
orientation, as well as investment funds managed by external managers.

1
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Principal Sources of Revenue

Overview

Our principal sources of revenues from the Fortress Funds consist of (i) management fees, which are typically earned
as a percentage of fee paying assets under management, (ii) incentive income, which is typically earned as a
percentage of profits, in some cases in excess of, or subject to achieving, specified thresholds, and (iii) investment
income, which represents the returns on our principal investments in the Fortress Funds.

The following table provides the management fees and incentive income, on a segment reporting basis, of each of our
core businesses for the previous three fiscal years (in thousands):

 2007 
2006  2005 Private Equity  Funds  Management Fees  $ 131,939  $ 84,279  $
46,695  Incentive Income  275,254  129,800  133,230  Castles  Management Fees  49,661 
32,544  19,463  Incentive Income  39,490  15,682  12,412  Hedge Funds  Liquid 
 Management Fees  158,882  92,746  55,978  Incentive Income  199,283  154,068  114,353  Hybrid 

 Management Fees  129,516  84,536  50,507  Incentive Income  97,465  135,939 
73,230 
Certain of our segments are comprised of, and dependent on the performance of, a limited number of Fortress Funds.
Each of these funds is material to the results of operations of its segment and the loss of any of these funds would have
a material adverse impact on the segment. Moreover, the revenues we earned from certain funds individually exceeded
10% of our total revenues on an unconsolidated basis for fiscal 2007. For additional information regarding our
segments, the information presented above, our total assets and our distributable earnings (as defined below), please
see Part II, Item 7, ‘‘Management’s Discussion and Analysis of Financial Condition and Results of Operations — Segment
Analysis’’ and Part II, Item 8, ‘‘Financial Statements and Supplementary Data.’’

Private Equity Funds

Overview

Our private equity business is made up primarily of a series of funds named the ‘‘Fortress Investment Funds’’ and
organized to make control-oriented investments in cash flow generating, asset-based businesses in North America and
Western Europe.

Fortress Investment Funds

Investors in our private equity funds commit capital at the outset of a fund, which is then drawn down as investment
opportunities become available, generally over a one to three year investment period. Profits are returned to investors
as investments are realized, generally over eight to ten years. Management fees of 1% to 1.5% are generally charged
on committed capital during the investment period of a new fund, and then on invested capital (or NAV, if lower).
Management fees are paid to us semi-annually in advance. We also earn a 20% share of the profits on each realized
investment in a fund — our incentive income — subject to the fund’s achieving a minimum return with respect to the

2
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fund as a whole, that is, taking into account all gains and losses on all investments in the fund. In addition, we earn
investment income on our principal investments in the Fortress Investment Funds. Over their lives, the Fortress
Investment Funds seek to generate 20% annual net returns to investors and to return at least two times invested
capital.

Long Dated Value Funds

In addition to our Fortress Investment Fund family of funds, we introduced in early 2005 a pioneering private equity
fund product — the Long Dated Value family of funds — which focuses on making investments with long dated cash
flows that may be undervalued because of the lack of current cash flows or because the investment is encumbered by a
long term lease or financing, and that provide for significant capital appreciation over the long term. Over their lives,
the Long Dated Value Funds seek to generate approximately 9% to 10% annual net returns to investors. The Long
Dated Value Funds are generally similar in structure to the Fortress Investment Fund family of funds, including in
terms of fees payable to us, except that the funds have an investment life of 25 years, reflecting the funds’ investment
profiles, and incentive income is distributed to us after all of a fund’s invested capital has been returned, rather than as
each investment is realized.

Real Assets Funds

Fortress established the Real Assets Funds in 2007 to generate superior risk adjusted returns by opportunistically
investing in tangible and intangible assets with the potential to achieve significant value generally within a
three-to-ten year time horizon. The investment program of these funds will focus on direct investments in four
principal investment categories — real estate, capital assets, natural resources and intellectual property — but are also
expected to include indirect investments in the form of interests in real estate investment trusts (‘‘REITs’’), master
limited partnerships, corporate securities, debt securities and debt obligations — including those that provide equity
upside — as well as options, royalties, residuals and other call rights that provide these funds with the potential for
significant capital appreciation. The investments will be located primarily in North America and Western Europe, but
may also include opportunities in Australia, Asia and elsewhere on an opportunistic basis.

Credit Opportunities Funds

Fortress established the Fortress Credit Opportunities Funds in 2008 to make opportunistic credit-related investments.
Their investment objective is to generate significant current income and long-term capital appreciation through
investments in a range of distressed and undervalued credit investments, including but not limited to residential loans
and securities, commercial mortgage loans and securities, opportunistic corporate loans and securities, and other
consumer or commercial assets and asset-backed securities.

Castles

We manage two publicly traded companies: Newcastle Investment Corp. (NYSE: NCT) and Eurocastle Investment
Limited (Euronext Amsterdam: ECT), which we call our ‘‘Castles.’’ The Castles were raised with broad investment
mandates to make investments in a wide variety of real estate related assets, including securities, loans and real estate
properties. The companies have no employees; we provide each company with a management team pursuant to
management agreements entered into with each company. Pursuant to our management agreements, we earn
management fees from each Castle equal to 1.5% of the company’s equity. In addition, we earn incentive income equal
to 25% of the company’s funds from operations (or ‘‘FFO,’’ which is the real estate industry’s supplemental measure of
operating performance) in excess of specified returns to the company’s shareholders. In addition to these fees, we also
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receive from the Castles, for services provided, options to purchase shares of their common stock in connection with
each of their common stock offerings. These options are vested immediately, become exercisable over thirty months,
and have an exercise price equal to the applicable offering price.
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Hedge Funds

Overview

Our hedge fund business focuses on absolute returns and is comprised of two business segments: hybrid hedge funds
and liquid hedge funds.

Liquid Hedge Funds

The liquid hedge funds, which invest daily in markets around the globe, seek to exploit opportunities in global
currency, interest rate, equity and commodity markets and their related derivatives. Risk management is the
cornerstone of the investment process, and the funds invest with a focus on preservation of capital. Investment
opportunities are evaluated and rated on a thematic and an individual basis to determine appropriate risk-reward and
capital allocations.

Drawbridge Global Macro Funds

The Drawbridge Global Macro Funds seek to generate 15% to 20% annual net returns to investors. The funds apply an
investment process based on macroeconomic fundamental, market momentum and technical analyses to identify
strategies offering a favorable risk-return profile. The funds’ investment strategies are premised on the belief that
imbalances in various financial markets are created from time to time by the influence of economic, political and
capital flow factors. Directional and relative value strategies are applied to exploit these conditions. The funds have
the flexibility to allocate capital dynamically across a wide range of global strategies, markets and instruments as
opportunities change, and are designed to take advantage of a wide variety of sources of market, economic and pricing
data to generate trading ideas.

The funds invest primarily in major developed markets; however, they also invest in emerging markets if market
conditions present opportunities for attractive returns. While the funds pursue primarily global macro directional and
relative value strategies, capital is allocated within the funds to particular strategies to provide incremental returns and
diversity.

Management fees are charged based on the MAUM of the Drawbridge Global Macro Funds at a rate equal to 2% or
3% annually, payable quarterly in advance, depending on the investment and liquidity terms elected by investors. We
earn incentive income of either 20% or 25% of the fund’s profits, payable quarterly, depending on the investment and
liquidity terms elected by investors. Investors in the Drawbridge Global Macro Funds may invest with the right to
redeem without paying any redemption fee either quarterly, or annually after three years. However, unless a
redemption fee is paid to the funds, full redemption by investors with quarterly liquidity takes a year, as the amount
redeemed each quarter is limited to 25% of the investor’s holding in the funds. Similarly, some investors with
three-year liquidity may redeem annually before three years, subject to an early redemption fee payable to the funds.

Commodities Fund

This fund’s principal investment objective is to seek a superior total return on its assets by executing a directional
investment strategy in the global commodity and equity markets. This fund was established in 2007 and seeks to
identify optimal risk-adjusted strategies by assessing opportunities along various points of the relevant commodity and
equity supply chains. This fund expects to invest across multiple sectors within the commodity asset class ranging
from energy to metals to agriculture and within the cyclical, industrial, and commodity equity universe.
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Hybrid Hedge Funds

Our hybrid hedge funds are designed to exploit pricing anomalies that exist between the public and private finance
markets. These investment opportunities are often found outside the traditionally broker-dealer mediated channels in
which investments that are efficiently priced and intermediated by large financial institutions are typically presented to
the private investment fund community. We have developed a proprietary network comprised of internal and external
resources to exclusively source transactions for the funds.
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The funds are able to invest in a wide array of financial instruments, ranging from assets, opportunistic lending
situations and securities throughout the capital structure with a value orientation. All of these investments are based on
fundamental bottom up analysis and are typically event driven. The funds’ diverse and idiosyncratic investments
require significant infrastructure and asset management experience to fully realize value. We have developed a
substantial asset management infrastructure with expertise in managing the funds’ investments in order to be able to
maximize the net present value of investments on a monthly basis. Our endowment strategy funds are designed to
blend this direct bottom up investing style with third party managers to create excellent risk adjusted returns with an
emphasis on capital preservation.

Drawbridge Special Opportunities Funds

The Drawbridge Special Opportunities Funds form the core of our hybrid hedge fund investing strategy. The
Drawbridge Special Opportunities Funds seek to generate annual net returns to investors equal to the risk free interest
rate plus 5% to 10%, by making investments that are generally expected to be liquidated or realized within five years.
The funds opportunistically acquire a diversified portfolio of investments primarily throughout the United States,
Western Europe and the Pacific region. The funds’ investment program incorporates three complementary investment
strategies, focusing on asset-based transactions, loans and corporate securities. The majority of the funds’ investments
are relatively illiquid, and the funds generally make investments that are expected to liquidate or be realized within a
five year period.

Management fees are charged based on the MAUM of the Drawbridge Special Opportunities Funds at a rate equal to
2% annually, payable quarterly in advance. We generally earn incentive income of 20% of the fund’s profits, payable
annually. Investors in the Drawbridge Special Opportunities Funds may redeem annually on December 31. Because of
the illiquid nature of the funds’ investments, rather than receiving redemption proceeds immediately, redeeming
investors may have to receive their redemption proceeds as and when the particular investments held by the fund at
the time of redemption are realized.

Fortress Partners Funds

The Fortress Partners Funds were launched in July 2006. The Fortress Partners Funds seek to generate annual net
returns to investors that are at least equal on a long term basis to returns of large capitalization equity indices, with
lower risk when measured over a full market cycle. The funds invest with a broad mandate, similar to endowment
portfolios of large universities. Investments are made both in Fortress Funds and in funds managed by other managers,
and in direct investments that are sourced either by Fortress personnel or by third party fund managers with whom we
have relationships.

Competition

The investment management industry is intensely competitive, and we expect the competition to intensify in the
future. We face competition in the pursuit of outside investors for our investment funds, acquiring investments in
attractive portfolio companies and making other investments. Depending on the investment, we expect to face
competition primarily from other investment management firms, private equity funds, hedge funds, other financial
institutions, corporate buyers and other parties. Many of our competitors are substantially larger and may have greater
financial and technical resources than we possess. In addition, several of our competitors have recently raised, or are
expected to raise, significant amounts of capital, and many of them have investment objectives similar to our
objectives, which may create competitive disadvantages for us with respect to certain types of investment
opportunities. Some of these competitors may have higher risk tolerances, make different risk assessments or have
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lower return thresholds, which could allow them to consider a wider variety of investments or bid more aggressively
than we bid for investments that we want to make. Corporate buyers may be able to achieve synergistic cost savings
with regard to an investment that may provide them with a competitive advantage relative to us when bidding for an
investment.
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Moreover, the allocation of increasing amounts of capital to alternative investment strategies by institutional and
individual investors could lead to a reduction in the size and duration of pricing inefficiencies that many of our
investment funds seek to exploit. Lastly, the market for qualified investment professionals is intensely competitive.
Our ability to continue to compete effectively will depend upon our ability to attract, retain and motivate our
employees.

Where Readers Can Find Additional Information

Fortress files annual, quarterly and current reports, proxy statements and other information required by the Securities
Exchange Act of 1934, as amended (the ‘‘Exchange Act’’), with the Securities and Exchange Commission (‘‘SEC’’).
Readers may read and copy any document that Fortress files at the SEC’s Public Reference Room located at 100 F
Street, N.E., Washington, D.C. 20549, U.S.A. Please call the SEC at 1-800-SEC-0330 for further information on the
Public Reference Room. Our SEC filings are also available to the public from the SEC’s internet site at
http://www.sec.gov. Copies of these reports, proxy statements and other information can also be inspected at the
offices of the New York Stock Exchange, Inc., 20 Broad Street, New York, New York 10005, U.S.A.

Our internet site is http://www.fortress.com. We will make available free of charge through our internet site our
annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, proxy statements and
Forms 3, 4 and 5 filed on behalf of directors and executive officers and any amendments to those reports filed or
furnished pursuant to the Exchange Act as soon as reasonably practicable after we electronically file such material
with, or furnish it to, the SEC. Also posted on our website in the ‘‘Investor Relations — Governance Documents’’ section
are charters for the company’s Audit Committee, Compensation Committee and Nominating, Corporate Governance
and Conflicts Committee as well as our Corporate Governance Guidelines and our Code of Business Conduct and
Ethics governing our directors, officers and employees. Information on, or accessible through, our website is not a part
of, and is not incorporated into, this report.

Item 1A.    Risk Factors

We face a variety of significant and diverse risks, many of which are inherent in our business. Described below are
certain risks that we currently believe could materially affect us. Other risks and uncertainties that we do not presently
consider to be material or of which we are not presently aware may become important factors that affect us in the
future. The occurrence of any of the risks discussed below could materially and adversely affect our business,
prospects, financial condition, results of operations or cash flow.

Risks Related To Our Business

We depend on Messrs. Briger, Edens, Kauffman, Nardone and Novogratz, and the loss of any of their services would
have a material adverse effect on us.

The success of our business depends on the efforts, judgment and personal reputations of our principals, Peter Briger,
Wesley Edens, Robert Kauffman, Randal Nardone and Michael Novogratz. Our principals’ reputations, expertise in
investing, relationships with our investors and relationships with members of the business community on whom our
funds depend for investment opportunities and financing, are each critical elements in operating and expanding our
businesses. We believe our performance is strongly correlated to the performance of these individuals. Accordingly,
the retention of our principals is crucial to our success. In addition, if any of our principals were to join or form a
competitor, some of our investors could choose to invest with that competitor rather than in our funds. The loss of the
services of any of our principals would have a material adverse effect on us, including our ability to retain and attract
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investors and raise new funds, and the performance of our funds. Two or more of our principals occasionally fly
together, which concentrates the potential impact of an accident on our company. We do not carry any ‘‘key man’’
insurance that would provide us with proceeds in the event of the death or disability of any of our principals.
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Each of our principals has entered into an employment agreement with us. The initial term of these agreements is five
years from the date of our initial public offering in February 2007, with automatic one-year renewals until a
non-renewal notice is given by us or the principal. If a principal terminates his employment voluntarily or we
terminate his employment for cause (as defined in the agreement), the principal will be subject to eighteen-month
post-employment covenants requiring him not to compete with us. However, if we terminate a principal’s employment
without cause, the principal will not be subject to the non-competition provisions.

The principals have also entered into an agreement among themselves, which provides that, in the event a principal
voluntarily terminates his employment with us for any reason prior to the fifth anniversary of the consummation of
our initial public offering, the principal may be required to forfeit a portion of his Fortress Operating Group units (and
the corresponding Class B shares) to the other principals who continue to be employed by the Fortress Operating
Group. However, this agreement may be amended by the principals who are then employed by the Fortress Operating
Group. We, our shareholders and the Fortress Operating Group have no ability to enforce any provision of this
agreement or to prevent the principals from amending the agreement or waiving any of its obligations.

There is no guarantee that our principals will not resign, join our competitors or form a competing company, or that
the non-competition provisions in the employment agreements would be upheld by a court. If any of these events were
to occur, our business, prospects, financial condition and results of operation would be materially adversely affected.

Several of our funds have ‘‘key man’’ provisions pursuant to which the failure of one or more of our principals to be
actively involved in the business provides investors with the right to redeem from the funds or otherwise limits our
rights to manage the funds. The loss of the services of any one of Messrs. Briger, Edens or Novogratz, or both of
Mr. Kauffman and Mr. Nardone, would have a material adverse effect on certain of our funds and on us.

Investors in most of our hedge funds may generally redeem their investment without paying redemption fees if the
relevant principal ceases to perform his functions with respect to the fund for 90 consecutive days. In addition, the
terms of certain of our hedge funds’ financing arrangements contain ‘‘key man’’ provisions, which may result, under
certain circumstances, in the acceleration of such funds’ debt or the inability to continue funding certain investments if
the relevant principal ceases to perform his functions with respect to the fund and a replacement has not been
approved.

The loss or inability of Mr. Novogratz to perform his services for 90 days could result in substantial withdrawal
requests from investors in our Drawbridge Global Macro funds (which as of December 31, 2007, had MAUM of
approximately $8.1 billion) and, in the event that a replacement is not approved, the
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