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ON DECEMBER 1, 2009, TWO PREEMINENT
INVESTMENT MANAGERS - BLACKROCK AND
BARCLAYS GLOBAL INVESTORS - UNITED AS ONE.

Today, BlackRock is uniquely positioned to offer clients a full
suite of index and active investment products that span the risk
spectrum. Our unmatched scale and resources allow us to
identify attractive opportunities and develop innovative solutions
to help our clients meet their investment objectives.

We enter 2010 as a unified global firm with an unyielding
commitment to integrity, a steadfast focus on excellence, an
abiding passion for investment and risk management, and a
relentless drive to do what is best for our clients.
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BUSINESS HIGHLIGHTS

On December 1, 2009, BlackRock and Barclays Global Investors (“BGI”) merged to form the world’s largest
investment management company. At year-end, we managed approximately $3.346 trillion on behalf of
institutional and retail investors worldwide.

Our product mix changed substantially as a result of the BGI transaction. At year-end, 50% of our assets under
management ("AUM"]) were in index products, 35% in actively managed portfolios, 10% in cash management and
5% in advisory mandates.

Investment performance was competitive across a broad range of equity, fixed income and multi-asset
products, with 71% of index products achieving returns within 1% of their benchmarks and 63% of active AUM

outperforming their benchmarks or peer medians.'

On a pro forma combined basis, over 1,000 clients in more than 100 countries awarded BlackRock $219.2 billion
of net new business in long-dated products and advisory mandates, partially offset by $59.4 billion of net
outflows in cash management.?

BlackRock is a global firm with over 40% of our employees based outside the U.S. managing portfolios or
serving our clients in EMEA3, Asia Pacific and Latin America/lberia. At year-end, we managed approximately
$1.305 trillion, or 39% of total AUM, for these clients.

Institutional investors, including pension plans, insurance companies and official institutions, turned to
BlackRock for innovative investment solutions, resulting in $119.6 billion of net new long-dated business and
$2.462 trillion in total AUM at year-end.

AUM for retail and high net worth investors reached $388.7 billion, driven by $27.9 billion of net inflows in
long-dated products, results that earned us recognition as the third and eighth largest asset gatherer in
cross-border and U.S. mutual funds, respectively.

Our exchange-traded fund platform, iShares®, maintained its leadership position, adding $64.6 billion of net new
assets to close the year at $495.5 billion in AUM as the industry surpassed the $1 trillion mark for the first time.

Demand for BlackRock Solutions® remained strong, closing the year with more than $9 trillion of positions on the
platform, and adding 48 net new outsourcing, Aladdin®, risk management and advisory assignments.

Founded in 1988, and listed on the New York Stock Exchange on October 1, 1999 - BlackRock marked its 10th
anniversary as a public company.

We ended the year with employees in 74 offices across 24 countries working together to identify investment
opportunities, develop innovative investment solutions, and capture the benefits of scale for our clients.

! Please see Important Notes on page 122.

2 Unless stated otherwise, references to AUM flows in the annual report are based on pro forma combined results, which are supplemental information
provided to enhance discussion of our business and client trends.

3 Europe, the Middle East and Africa ("EMEA").
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FINANCIAL HIGHLIGHTS
(in millions of dollars, except per share data) 2009
Revenue $4,700
Operating Income, as adjusted’ 1,570
Net Income, as adjusted’ 1,021
Per Share:
Diluted Earnings, as adjusted’ 7.13
Book Value 128.86
Assets Under Management 3,346,256

ASSETS UNDER MANAGEMENT REVENUE

($ billions) ($ millions)

$3,346
$4,845
$5,064
$4,700

\ $1,357
\ $1,307
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! Operating income, net income and diluted earnings per share are presented on an adjusted basis.
Please see pages 27-29 for GAAP reconciliation.

2008 2007
$5,064 $4,845
1,662 1,518
856 1,077

6.30 7.99
92.91 90.16
1,307,151 1,356,644
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MY FELLOW SHAREHOLDERS

April 2010

he global financial system is coming out of the
most difficult period since the Great Depression, a crisis
that will profoundly reshape banking and capital markets
worldwide. The story is still unfolding. | am proud to say
that BlackRock distinguished itself throughout the crisis
and is one of a very few firms to emerge stronger and
even more differentiated. Though we were not perfect,
we never lost our focus on serving clients and helping
them navigate treacherous conditions. We continued
to reinvest in our business and to reinvent ourselves,
constantly striving to improve our ability to help create a
better financial future for our clients. We achieved strong
investment performance, especially on our international
equity platform, a robust turnaround in fixed income
and alternative investment products, and continued
double-digit growth in our BlackRock Solutions business.
Clients awarded us $219.2 billion' of net new business in
long-term and advisory mandates in 2009. We achieved
adjusted net income growth of 19% and adjusted operating

margins in excess of 38%. Our stockholders realized a

77% return for the year, capping our first decade as a
public company with a compounded annual return of 33%
versus 0.4% on the S&P 500 over the same time period.?

During the past two years, we also continued to focus

on the longer term and how we wanted to evolve our
business to be better positioned to serve our clients in
the future. As we looked past the crisis, we perceived
ongoing legislative and regulatory pressure to shrink
bank balance sheets, the increasing importance of capital
markets worldwide, a shift in the balance of global
economic power, growth of the middle class in developing
economies, the inexorable move toward globalization,
significant fiscal pressures, particularly across the U.S.
and Europe, a massive shortfall in retirement savings and
the need for new asset allocation strategies and innova-
tive investment solutions. We remained as enthusiastic
as ever about our business model - a globally integrated
firm focused exclusively on investment and risk manage-
ment and on serving our clients as a fiduciary.
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In 2009, we prioritized our resources, invested to enhance
our existing capabilities with key lateral hires and the
addition of R3 Capital Partners, and capitalized on our
strong position to pursue what we believe was a unique
and transformational opportunity, the acquisition of
Barclays Global Investors (“BGI”). We announced the BGlI
transaction on June 11th and closed on December 1st.
BGI was of particular interest because of their deep
capabilities in index and quantitative investments, the
quality of their people and their record of innovation.
Historical accomplishments have included the first index
fund, the first target date portfolios and the industry-
leading exchange-traded fund ("ETF”) platform, iShares.
Their disciplined investment processes integrate
systematic security selection, risk management and
transaction cost management to minimize tracking error
and deliver efficient beta on index products and to realize
attractive risk-adjusted returns on scientific and model-
based portfolios.

BGI's products complement BlackRock's fundamental
active strategies that employ a bottom-up security
selection process led by portfolio managers who use
quantitative and fundamental analysis and their market
experience to inform their judgment. They work closely

with our Risk and Quantitative Analysis team to ensure
that their risk exposures are deliberate and appropriately
scaled. Producing alpha for our clients remains central to
our business, and our track record is strong.®

e Over 86% of our fundamental active equity AUM out-
performed their benchmarks or peer medians for the
past five years. Our international equity teams have
been exceptional, with 18 funds in the top quartile,
including nine in the top decile, last year and equally
strong performance over the past three- and five-
year periods.

Similarly, more than 87% of multi-asset class AUM
outperformed their indices or peers over the past five
years. These products offer clients the most direct
way to leverage BlackRock’s scale and expertise

in global markets and risk management to deliver
comprehensive and/or customized solutions for
clients, ranging from funds on our $60 billion Global
Allocation platform to LifePath (target date) portfolios,
liability-driven investment strategies and fiduciary
outsourcing services.
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¢ In fixed income, weak results in 2008 were a drag on
the longer-term track record, but we were pleased
with the strong turnaround in 2009, when 79% of AUM
exceeded its benchmarks or peer medians. During
the year, we refined the structure of our fixed income
effort to enhance focus and accountability for per-
formance. We also made significant investments to
augment our capabilities, including adding extensive
credit, leveraged finance and distressed expertise
through the addition of the R3 team.

By delivering what we promise to investors, we
strengthen our ability to sustain and deepen our client
relationships and to attract new clients. Further, the
range of strong products represents a diverse toolkit
upon which we can draw to help clients solve their
investment problems. | believe these capabilities will
increasingly differentiate BlackRock.

At year-end 2009, BlackRock managed $3.35 trillion of
assets for clients worldwide, up $2.04 trillion or 156%
from reported AUM at December 31, 2008. The majority of
that increase, $1.54 trillion or 75%, was in index products
added through the BGI transaction. The magnitude of

the shift in our product mix is telling: index management
is a scale business, and we believe that index products,
including iShares, will be an important building block in
overall asset allocation. More specifically, we believe that
investors will increasingly barbell their asset allocation,
blending index strategies to gain efficient market expo-
sures with a wide range of active strategies to enhance
portfolio returns. We pursued this unprecedented
combination because we believe it will enable us to be
more effective, more holistic problem solvers for inves-
tors and to deliver the benefits of scale to our clients.

The BGI transaction also brought model-based fixed
income and scientific active equity capabilities, including
both long-only and alternative products. The success of
the model-based fixed income effort has been under-
appreciated. The team met or exceeded their objectives
last year and every year since they started the business
in 2004. In contrast, difficulties in the quantitative equity
industry have been heavily reported. The coverage
reminds me of Mark Twain's famous line, “Reports of
my death are greatly exaggerated.” In fact, our results

in 2009 were mixed, with our U.S. large cap and Japan
strategies underperforming, while global, U.S. small cap,
emerging market and many regional strategies outper-
formed. A number of our competitors have exited the
business, but we remain convinced that the approach is
viable, and we are devoting considerable resources to
developing the next generation signals and models for
these products.

After an extremely difficult 2008, many pundits were
predicting the demise of the alternative investment
industry. To the contrary, we believe alternatives will

be an important component of future asset allocation
strategies. We added a number of strategies during the
year, including BGI's premier global macro team, active
currency management and a range of hedge funds. Many
of our products, including our BlackRock Alternative
Advisors funds of funds, recovered or nearly recovered
their high water marks by year-end. Throughout the crisis,
we worked hard to ensure that clients had continued
access to their funds, even though that positioned
BlackRock as a net supplier of liquidity when many of
our peers gated or suspended redemptions. Forward
redemption requests stretched into 2009, but we began to
see inflows late in the year as investors began to re-risk
their portfolios. Unlike other alternatives, commercial
real estate has continued its downward trajectory. We
were especially disappointed to have let investors down
when the Peter Cooper Village/Stuyvesant Town partner-
ship defaulted on its bonds early this year following an
adverse court ruling and hostile market conditions.

Cash management products industry-wide suffered
substantial outflows as investors began to reallocate to
fixed income and equities. The market crisis that began
in 2007 induced a dramatic flight to safety, with global
money market fund balances surging to a peak of $4.5
trillion in March 2009 before falling back to $3.9 trillion at
year-end. Consistent with industry trends, we had $101.3
billion of net inflows in our cash management products
in 2007 and 2008, followed by $49.7 billion of net outflows
in 2009. Still, global cash balances remain well above
their average for the five years preceding the crisis. My
expectation would be for continued outflows in favor of
higher return assets and other corporate uses.

Globalization, increased regulation, the need for proper
risk management capabilities and fiduciary obligations
are changing the investment management business.
Scale has never been more important, and may well

be the catalyst that drives consolidation in our highly




BLACKROCK m 7 m BLACKROCK

fragmented industry. BlackRock is in a unique position
to leverage its scale to benefit clients. We seek to do this
in a variety of ways. For example, we use our financial
scale to enhance our global presence and our operating
scale to ensure that we gain the benefit of that presence
through information sharing and consistent processes.
We also leverage longstanding investments in risk
management, trading research and trade execution
capabilities to support a wide range of value-added
services for clients, such as transition management,
securities lending, securities finance and our BlackRock
Solutions offerings.

Demand for BlackRock Solutions products and services
remained robust in 2009, as clients sought to enhance
their risk management infrastructure and work with us
to understand and address a variety of balance sheet or
portfolio exposures. We added 48 net new assignments
during the year, including four Aladdin implementations
and 43 advisory assignments. The latter include the
long-term portfolio liquidation assignments we report
as advisory AUM, which increased by $16.2 billion last
year. We ended the year with over $9 trillion of positions
on Aladdin for more than 130 clients worldwide. We
continue to build these capabilities to serve BlackRock

and our clients.

In early 2010, we acquired Helix Financial Group to
augment our commercial real estate analytics and
workout capabilities, and we have already won new
assignments that capitalize on these resources. We are
also very excited about the potential to extend BGI's
transaction cost management system and processes
across a global trading platform, leveraging our scale to
achieve better execution for our clients. Finally, as we
complete the integration of our operating platform, we
expect to incorporate new capabilities that reflect the
broader scale and scope of our investment management
activities into Aladdin. This will greatly enhance our
BlackRock Solutions offerings and expand the range

of services we can offer clients. We believe this will
represent a significant new business opportunity over
the coming years.

Many clients use BlackRock to manage a single product,
but a growing number turn to BlackRock to access a
combination of capabilities - investment and risk man-
agement, passive and active, fundamental and scientific,
traditional and alternative. We work to bring together
expertise across the capital structure and across the
globe to help clients meet their investment objectives.
Historically, our investments have focused primarily on
developed economies, which have the deepest capital

markets. | believe that clients will increasingly cast a
wider net for attractive investments, and that global
economic growth will depend on the growth of the global
capital markets and on trade policies that facilitate the
free flow of capital across borders. In short, | believe that
globalization is our collective destiny. It will no doubt
progress in fits and starts, as protectionist tendencies
inevitably crop up, but | do not believe it is possible to
turn back the dial on the level of interconnectedness in
the global economy and capital markets.

BlackRock's business strategy has long been informed
by this view. Investing requires global perspective, and
serving clients requires local expertise. At December 31,
2009, approximately 39% of our AUM was managed for
non-U.S. clients and 41% of our employees were based
outside the U.S. | would expect these totals to reach or
exceed 50% over the next five years, in line with expec-
tations for growth in GDP, savings and regional capital
markets. In particular, as the global capital markets
evolve, | would expect to selectively expand our local
investment management capabilities, with a focus on
developing regions, including Asia and Latin America.
Further, as savings rates increase and the retirement
burden shifts from institutions to individuals, | would
expect to serve a more diverse clientele. The combina-
tion of an expanding footprint and broader client base
will require that we invest more significantly to build
BlackRock’s global name recognition and to support our
brands, including iShares.

Demographics and industry trends suggest that an
increasing proportion of our AUM will be managed for
retail and high net worth investors in the future. Our
retail teams had a particularly strong year, ending 2009
with $388.7 billion of AUM and $27.9 billion of net new
business in long-term products. Our cross-border fund
family, BlackRock Global Funds, ranked third in net sales
last year and third in total AUM at year-end, a testament
to the exceptional efforts of our international retail team.
Our U.S. retail group has made strong and steady prog-
ress gaining product placement on distribution platforms,
and has increased our market position from tenth largest
to fourth largest long-term fund manager in just three
years. Key priorities for these groups continue to be




BLACKROCK = 8 m BLACKROCK

diversifying the product range, capitalizing on improved
fixed income performance, and distinguishing ourselves
as thought leaders and effective collaborators with our

distribution partners.

iShares is the industry leader in ETFs globally. Remark-
ably, our market share of flows increased last year, even
as the industry attracted increased competition. iShares
AUM totaled $495.5 billion at year-end, driven by strong
markets and $64.6 billion of net inflows. Investor
acceptance of the product continued to increase, but we
have not seen significant disintermediation of mutual
funds. Rather, we have seen both retail and institutional
investors using iShares to establish core and tactical
market exposures alongside positions in actively
managed strategies that offer the potential for higher
returns. As the ETF market evolves, we expect liquidity
and breadth of product range to be among the most

important considerations for investors and their advisors.

We will continue to invest to support our industry
leadership in ETFs globally.

Institutional investors represented almost three-quarters
of our total AUM at year-end 2009. | was incredibly
gratified by the vote of confidence from these clients and
consultants, who awarded us combined net new business
of $126.7 billion in long-term and advisory products.
Investors outside the U.S. and Canada accounted for 56%
of net inflows, with institutions in EMEA (Europe, Middle
East and Africa) contributing the most. Our institutional
clientele includes tax-exempt, taxable and official
institutions, as well as cash managers, sub-advisory
relationships and institutional funds. We were awarded
net new assets from all client types other than institu-
tional cash managers in 2009. The most significant driver
of flows was re-risking, and many investors chose to use
index funds and ETFs to gain market exposure quickly
pending longer term allocation to active managers or

alternative strategies.

BlackRock recently ranked as the largest independent
manager of insurance assets in the world. We are proud
that these clients have turned to BlackRock for our deep

expertise and comprehensive approach to serving their
unique investment and risk management needs. Simi-
larly, pension plans choose BlackRock because of our
ability to offer investment opportunities across the risk
spectrum, as well as tailored solutions, such as liability
driven investments and fiduciary outsourcing. We are
driven by the work we do with all of our clients. We strive
to understand their current and future challenges and to
deliver our best thinking to the development and man-
agement of innovative investment products and services
that will help clients achieve their objectives.

Over the past two years, the world has been through a
financial crisis of near-historic proportions. The rapid
response of central banks succeeded in preventing a
descent into depression, but the liquidity they have
poured into the system hasn’t been put to work. The
money multiplier, a measure of the degree to which
banks are recycling the money supply to foster economic
activity rather than building excess reserves, is at its
lowest point in 26 years. As a result, the recovery feels
flat and substantial headwinds remain. Sovereign risk is
on the rise, and the need to cut deficits suggests further
contraction. State and local budget issues in the U.S.,
exacerbated by the new healthcare legislation, pose a
similar threat. Termination of quantitative easing
programs hangs over the bond markets, especially the
moribund securitization markets. Still, investors are sit-
ting on a huge reservoir of money to be put to work. As a
result, | remain selectively positive on equity markets.

The transformation of the financial services industry is
still taking shape. We know already that new regulation
will change banking as we know it - balance sheet risk will
be reduced through higher capital requirements, lower
leverage ratios and/or outright prohibitions on certain
activities. Smaller balance sheets mean that banks will
have less capital to support market-making activities
and less capital to lend, even to the best credits. These
changes will have massive implications for the global
capital markets, which will have to assume a greater role
in financing future economic expansion. By extension,
investors - the providers of capital - will be more
important in the future. No firm is better positioned than
BlackRock to help clients respond to these changes.

Investor interests need to be explicitly considered as
new paradigms are proposed. Capital markets partici-
pants must be able to rely on contractual rights being
respected and the rule of law being consistently applied.
Increasingly, investors will need to be able to evaluate
credit directly, with reduced reliance on ratings agencies.
Transparency and the timely transmission of high quality
information will be paramount. Secure transaction and
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settlement mechanisms are needed for derivatives,
which should be traded or cleared on exchanges and
subject to appropriate margin requirements. Systemic
risk oversight, regulation of the shadow banking system,
and application of counter-cyclical capital and liquidity
safeguards would be beneficial. As always, unintended
consequences need to be carefully considered. Society’s
goal is to hold managements responsible for their
actions, not to socialize risk so that no one can be held
accountable. The safety and soundness of the financial
system will depend on it.

We believe in our business model. We are publicly traded
and highly regulated. We have a strong Board, with a
majority of independent directors. One hundred percent
of our revenues come from client business. We operate
as a fiduciary, using our balance sheet only to coinvest
alongside our clients, not for proprietary trading.

We structure our compensation programs to achieve
appropriate alignment of interest with our clients and
shareholders. We invest in our people, from recruiting to
retirement, and emphasize the importance of a vibrant
culture built on shared values and a common mission.
We pursue our mission with unyielding integrity, relent-
less drive and unwavering passion. We never forget that
we manage money for real people, who are relying on

us to deliver what we promise, and whose trust we must
earn every day.

Our strategic priorities are clear: execute our operational
and cultural integration, and invest for future growth.
Implementation of our operating platform is well under-
way, and is on target for completion in 2011. The cultural
integration is also well underway, although weaving
together a robust culture takes years. Our success
depends on a willingness to keep evolving - to borrow
the best from both legacy firms and to write a new

script together, to adapt our behaviors, processes and
governance model to support our larger, more complex
business and to engage, empower and hold accountable
our talented professionals. Our strategic initiatives

include supporting efforts to increase market share in
our established businesses, while investing in newer

businesses that can deliver double-digit growth.

The integration is a means to an end. Our goal is to
enhance our ability to serve our clients. We remain clear
and consistent about our top priority: achieving alpha in
our active products and tight tracking error in our index
products. | believe that our ability to deliver on this most
important promise to our clients will be greatly enhanced
by the sharing of insights and information across regions,
disciplines and asset classes that has already begun.
Truly, nothing makes me more excited for the future
than seeing the enthusiasm with which colleagues
throughout BlackRock are coming together, energized

by the broad and deep intellectual capital of the firm

and by the potential to raise the bar, to help our clients
solve problems and to transform our industry.

| would like to thank our Board of Directors for their
guidance and support in navigating this most treacherous
period. | am pleased to welcome Abdlatif Al-Hamad,
John Varley and Bob Diamond as members of our Board,
and to welcome Barclays as a shareholder. | would also
like to recognize the extraordinary effort of our employees,
who have come together quickly to ensure a seamless
transition for clients and continuous focus on investment
management, risk management and operational
excellence. | recognize that change can be hard, but |
also know that change can be rewarding and that new
opportunities will be found. | thank each of you for your
dedication and commitment. Finally, | thank our clients
for their continued confidence in BlackRock, for their
interest in our expanded capabilities and the new ways
we can work together, and for the trust they have placed
in us. Earning that trust is what motivates us to do more
and try harder every day.

Sincerely,

Laurence D. Fink

Chairman and Chief Executive Officer

! Unless stated otherwise, references to AUM flows are based on pro forma combined results.

2 From initial public offering on October 1, 1999 through December 31, 2009, assuming reinvestment of dividends.

3 Please see Important Notes on page 122.
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OUR CLIENTS

lackRock manages money for institutional
and retail investors worldwide. Our client base is diversi-
fied by both geography and client type. We serve clients
through 74 offices across four regions: United States and
Canada; Europe, the Middle East and Africa ("EMEA");
Asia Pacific; and Latin America and Iberia. Clients include
tax-exempt institutions, such as defined benefit and
defined contribution pension plans, charities, foundations
and endowments; official institutions, such as central
banks, sovereign wealth funds, supranationals and other
government entities; taxable institutions, including
insurance companies, financial institutions, corporations
and third party fund sponsors; and retail and high net
worth investors. We also serve both institutional and
retail investors who acquire iShares on stock exchanges
worldwide.

GLOBAL PRESENCE

BlackRock serves clients in more than 100 countries
through the efforts of professionals located in 24 coun-
tries. Our global presence enables us to deliver highly
responsive service and to tailor our offerings to best

serve the needs of local investors. Portfolios may be
invested in local, regional or global capital markets.
Products may be structured to address location-specific
issues, such as regulations, taxation, operational infra-
structure, and market liquidity, and client-specific issues,
such as investment policy, liability structure and ratings.

At year-end 2009, assets managed on behalf of clients
domiciled in the United States and Canada (including
offshore investors), totaled $2.042 trillion or 61% of total
AUM, an increase of $1.070 trillion versus reported AUM
at December 31, 2008. On a pro forma combined basis,
AUM increased 19% or $322.3 billion, including $62.1
billion of net new business and $264.4 billion from invest-
ment performance and market appreciation. Offerings
include closed-end funds and iShares traded on domestic
stock exchanges, a full range of open-end mutual funds,
collective investment funds, common trusts, private funds
and separate accounts. Clients invest across the full
product range, as evidenced by the year-end mix of 45%
in equities, 28% in fixed income, 4% in multi-asset class,
3% in alternatives, 13% in cash management and 7% in

advisory mandates. In addition, we have a wide variety
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of BlackRock Solutions assignments for institutional
investors and governmental entities in the United States
and Canada.

AUM for clients domiciled in EMEA ended the year at
$936.0 billion or 28% of total AUM, an increase of $691.4
billion relative to reported AUM at December 31, 2008.
During the year, clients awarded us net new business of
$88.4 billion on a pro forma combined basis, including
inflows from clients in 31 countries across the region.
Our offerings include fund families in the United Kingdom
(“U.K."], Luxembourg and Dublin, and iShares listed

on eight stock exchanges throughout EMEA, as well as
separate accounts and pooled investment products. The
product mix reflected the evolution of our product line-up
in the region, with more established equity and multi-
asset class offerings accounting for 47% and 5% of

total EMEA client AUM, respectively, and our relatively
newer fixed income, alternatives and cash management
products representing 36%, 3% and 9% of EMEA client
AUM at year-end, respectively. In addition, advisory AUM
represented less than 1% of EMEA client AUM, and we
have Aladdin, risk management and financial advisory
assignments for institutional investors and governmental
entities throughout Europe.

Clients in the Asia Pacific region are served through
offices in Japan, Australia, Hong Kong, Singapore, Taiwan
and Korea and joint ventures in China and India. At
December 31, 2009, we managed $347.5 billion of AUM
for clients in the region, an increase of 20% or $58.1 billion
on a pro forma basis. Net new business contributed

$7.3 billion, and the remainder of the increase was attrib-
utable to investment performance and favorable market
movements. At year-end, the mix of products managed
for these clients consisted of 48% in equities, 41% in fixed
income, 4% in multi-asset class, 5% in alternatives, 1% in
advisory and less than 1% in cash management products.

BlackRock’s business in Latin America and Iberia
grew significantly during the year, from $6.8 billion of
reported AUM at year-end 2008 to $21.1 billion of AUM
in December 31, 2009. On a pro forma combined basis,
AUM increased $9.6 billion or 83%, driven by net new
business of $1.9 billion, acquired assets of $3.8 billion
(reflecting the BGI acquisition of the NAFTRAC ETF

platform in Mexico in the first half of 2009) and $3.9
billion of investment performance and market and
foreign exchange appreciation. BlackRock is the largest
manager of pension plan assets in Mexico, Chile, Peru and
Colombia, with clients using a combination of BlackRock’s
domestic and cross-border investment offerings. At year-
end, the product mix consisted of 55% in equities, 38% in
fixed income, 7% in multi-asset class, and less than 1% in
each of alternatives and cash management products.

INSTITUTIONAL INVESTORS

Assets managed for institutional investors totaled

$2.462 trillion at year-end 2009, up 142%, or $1.447 tril-
lion, relative to reported AUM at year-end 2008. Our
institutional clients invest in the full range of products
offered by BlackRock. At year-end, institutional AUM
included $2.182 trillion invested in a wide variety of
long-dated mandates and $280.4 billion invested in insti-
tutional cash management products. Net new business
during the year reflected the shift in investor appetite for
higher returns and the resulting reallocation from money
market funds to equities, fixed income, multi-asset class
and alternative investments. On a pro forma combined
basis, AUM increased $397.0 billion, or 19%, during the
year, including $126.5 billion of net new business in long-
dated assets, which was partially offset by $37.9 billion of
net outflows in institutional cash products. The remaining
pro forma combined growth of $309.8 billion represented
investment performance and market and foreign
exchange appreciation.

Our institutional client base is well diversified by both
client domicile and client segment. At December 31,
2009, approximately 56% or $1.370 trillion of AUM was
managed for clients based in the United States and
Canada, 32% or $776.5 billion for clients in EMEA, 13% or
$309.3 billion for clients in Asia Pacific and less than 1%
or $6.5 billion for clients in Latin America and Iberia.
Globally, these clients spanned a broad range of tax-
exempt, taxable and official institutions, as described below.

BlackRock is among the largest managers of pension
plan assets in the world, with $1.403 trillion, or 57%,

of institutional AUM managed for defined benefit and
defined contribution plans for corporations, public funds
and union funds at December 31, 2009. An additional
$61.8 billion or 2.5% of year-end institutional AUM was
managed for other tax-exempt investors, including
charities, foundations and endowments. Assets managed
for these clients grew $313.1 billion on a pro forma
combined basis during 2009, as tax-exempt investors
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reallocated to a variety of products, including tactical
and core allocations to index equity and fixed income,
liability-driven investments and fiduciary outsourcing

services.

We also managed $240.0 billion or 10% of institutional
AUM for official institutions, including central banks,
sovereign wealth funds, supranationals, multilateral
entities and government ministries and agencies. These
clients often require specialized investment policy advice,
the use of customized benchmarks, and training support.
In addition, BlackRock has been selected to provide a
range of financial markets advisory services, including
long-term portfolio liquidation assignments counted in
advisory AUM, for these clients. During 2009, investment
and advisory AUM for official institutions increased

11% or $22.8 billion.

BlackRock is also the largest manager of assets for
insurance companies, which accounted for $200.8 billion
or 8% of institutional AUM at year-end. Assets managed
on behalf of these clients increased $43.7 billion during
2009, and included $28.8 billion of net new business
driven by a continuing trend toward outsourcing of some
or all of the investment function by insurance companies
globally. Assets managed for other taxable institutions,
including corporations, banks and third party fund
sponsors for which we provide sub-advisory services,
totaled $286.9 billion or 12% of institutional AUM

at year-end.

The remaining $269.3 billion or 11% of institutional
AUM was managed on behalf of taxable and tax-exempt
institutions invested in our cash management products
at December 31, 2009.

RETAIL AND HIGH NET WORTH

BlackRock’s investment management expertise is offered
to retail investors globally through separate accounts,
open-end and closed-end funds, unit trusts and private
investment funds. At December 31, 2009, assets managed
for retail and high net worth investors totaled $388.7
billion, up 33%, or $96.9 billion, versus year-end 2008
reported AUM. On a pro forma combined basis, we were
awarded net new business of $27.9 billion in long-dated
assets, which was partially offset by $21.5 billion of net
outflows in money market funds. Investment performance
and market appreciation contributed $61.3 billion of
additional AUM growth.

Retail and high net worth investors are largely served
through intermediaries, including broker-dealers, banks,
trust companies, insurance companies and independent
financial advisors. Clients invest primarily in mutual
funds, which totaled $289.4 billion or 74% of retail and
high net worth AUM at December 31, 2009, with the
remainder invested in private investment funds and
separately managed accounts. The product mix is well
diversified, with 40%, or $153.9 billion, invested in
equities, 24%, or $93.2 billion, in fixed income, 17%

in each of multi-asset class ($65.2 billion) and cash
management ($67.6 billion), and 2%, or $8.9 billion, in
alternative investment products.

The client base is also diversified geographically, with
$213.8 billion, or 67%, of long-dated AUM managed for
retail and high net worth investors based in the United
States and Canada, $71.5 billion, or 22%, for investors
based in EMEA, $29.6 billion, or 9%, in Asia Pacific, and
$6.3 billion, or 2%, in Latin America and Iberia. The
remaining $67.6 billion, or 17%, of retail and high net
worth AUM is invested in cash management products,
principally money market funds offered in the United
States. Our success in each of these regions reflects
strong relationships with intermediaries and an estab-
lished ability to deliver our global investment expertise
in funds and other products tailored to local regulations
and requirements.

Our retail and high net worth offerings include the
BlackRock Funds in the United States, our Luxembourg
cross-border fund families, BlackRock Global Funds
("BGF”) and BlackRock Strategic Funds, and a range of
retail funds in the U.K. BGF is registered in 37 countries
and has more S&P rated funds than any cross-border
mutual fund family. In 2009, we were ranked as the third
largest cross-border fund provider and the third largest
asset gatherer in that universe. In the U.K., we ranked
among the seven largest fund managers, and are known
for our innovative product offerings, including the
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absolute alpha products we introduced in 2005. In the
United States, we had over 50 product placements on
broker-dealer platforms during the year and have grown
our market position from tenth to fourth largest fund
manager since we acquired Merrill Lynch Investment
Managers ("MLIM") in late-2006. In 2009, BlackRock
won the Dalbar award for customer service in financial
services, the tenth occasion on which we have been
recognized for outstanding achievement in this area.

iSHARES

At December 31, 2009, iShares AUM reached $495.5
billion, all of which was added in connection with the

BGl acquisition. iShares is the industry’s leading ETF
platform, with more than 51% market share in the United
States and 38% market share in EMEA. In addition, we are
the largest ETF manager in Mexico, have pioneered the
product in Chile and Peru, and have introduced products
in Brazil, Australia and Asia Pacific. iShares AUM
increased $169.6 billion, or 52%, during 2009 on a pro
forma combined basis, including $64.6 billion of net new
business and $101.3 billion in market appreciation and
favorable foreign exchange movements. At year-end, our
iShares product mix included $381.4 billion, or 77%, in
equity offerings and $102.5 billion, or 21%, in bond funds.
The remainder was split between alternative investments
($10.1 billion, or 2%) and cash management products
($1.3 billion, or less than 1%).

BlackRock brings institutional quality index management
to the public market via ETFs with iShares. Our global
leadership position in the ETF market is reflected in the
size, liquidity and range of our products. As of year-end,
we managed three of the top five, six of the top ten, and
13 of the top 20 ETFs by AUM in the marketplace. Our
417 iShares offerings, up from 362 at year-end 2008, were
traded on 19 exchanges throughout the world. These
included 220 funds in the United States and Canada with
$394.3 billion, or 80%, of iShares AUM. Assets in these
funds increased $128.7 billion, or 48%, during the year,
including $48.4 billion of net inflows.

The iShares platform also has an expansive international
business, with local operations in EMEA, Asia Pacific,
and Latin America and Iberia. At December 31, 2009,
$101.2 billion of AUM was managed in 197 funds across
these regions. International iShares AUM increased
$41.0 billion or 68% during 2009, with $16.2 billion of
the growth attributable to net inflows and $21.0 billion to
favorable market and foreign exchange rate movements.
In addition, the acquisition of the NAFTRAC ETF platform
in Mexico in early 2009 added $3.8 billion in AUM to the
iShares complex and solidified our leading position in
Mexico and Latin America.

PRODUCT MIX

CLIENT TYPE

CLIENT REGION

'~

M Index 49%

M Active 29%

B Multi-Asset 4%

W Alternatives 3%
Cash Management 10%
Advisory 5%

a

M Institutional 73%
M iShares 15%
M Retail 12%

W U.S. & Canada 61%

M EMEA 28%

M Asia Pacific 10%

I Latin America & Iberia 1%

Based on AUM of $3.346 Trillion




BLACKROCK = 14 m EQUITY

EQUITY

lackRock’s equity AUM closed the year at
$1.536 trillion, up 656%, or $1.333 trillion, from reported
AUM of $203.3 billion at December 31, 2008. The
increase was due primarily to the BGI transaction, which
contributed $1.188 trillion in acquired assets. On a pro
forma combined basis, equity AUM increased 47% or
$488.2 billion from $1.048 trillion at year-end 2008. The
pro forma increase included $124.2 billion in net new
business and $360.2 billion from investment performance

(alpha) and positive market movement (beta).

BlackRock manages equity portfolios utilizing three
distinct investment approaches: index or passive, active

fundamental and active scientific. Index strategies

EQUITY AUM
$1.536 Trillion

M Index 77%
M Active - Fundamental 14%
0 Active - Quantitative 9%

employ a structured balance of risk, return and cost to
offer an efficient way to obtain exposure to equity markets.
Fundamental investments seek to add value relative

to a specified index or on an absolute basis primarily
through security selection based on BlackRock's
proprietary research and portfolio manager judgment.
Scientific equity strategies seek superior investment
outcomes through a stock selection process that aims
to systematically find and exploit pricing opportunities
while rigorously managing risk and cost. A wide variety
of products are offered in each of these styles, including
global and regional portfolios; value, growth and core
products; large, mid and small cap strategies; and

selected sector funds.

At year-end 2009, index strategies represented $1.183
trillion, or 77%, of equity AUM. Active equity portfolios
totaled $353.1 billion, or 23%, of equity AUM, including
$208.7 billion in active fundamental strategies and
$144.3 billion in active scientific products. During the
year, investors reallocated from cash earning near zero
to higher risk assets, helping to fuel a strong recovery
in the global equity markets. Index strategies, including
ETFs, attracted significant flows as an efficient means
of gaining market exposure, in some cases pending
longer-term allocations to active strategies. On a pro
forma combined basis, BlackRock had net new business
of $146.8 billion in index funds and $10.4 billion in active
fundamental portfolios, which more than offset $33.0

billion of net outflows in active scientific equities.

BlackRock manages equity portfolios for a diverse
base of institutional and retail clients globally. At
December 31, 2009, 65% of equity AUM or $1.001 trillion
was managed on behalf of institutional investors in
separate accounts, collective investment trusts and
mutual funds. An additional $381.4 billion or 25% of
equity AUM were managed in iShares products, which
are purchased by both institutional and retail investors
on stock exchanges worldwide. The remaining 10%, or
$153.9 billion, of equity AUM was managed for retail

and high net worth investors, largely through open-end
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mutual funds and separately managed accounts.
Approximately 59%, or $912.2 billion, of our equity AUM
was managed for clients based in the United States and
Canada. The remaining 41% or $623.9 billion of equity
AUM included $444.5 billion managed for clients in
EMEA, $167.8 billion in Asia Pacific and $11.5 billion
for investors in Latin America and Iberia. Net inflows

of $124.2 billion were positive across all regions, with
$56.9 billion of net new business from the United States
and Canada, $46.3 billion from EMEA, $18.8 billion
from Asia Pacific and $2.1 billion from Latin America

and lberia.

Global equity markets were volatile throughout 2009,
reaching their two-year lows in March and rebounding
sharply thereafter. For example, the MSCI World Index
declined to a low of 172.7 in March before rebounding
to 299.4 at year-end, a 73% increase from its nadir and
a 32% overall return for the full year. BlackRock’s index

equity accounts closely tracked their corresponding

benchmarks, with 68% of AUM achieving returns within
1% of index returns and 56% of AUM outperforming their
benchmarks. Our active fundamental equity strategies
maintained strong long-term track records, with 59%,
76% and 86% of active fundamental AUM above their
benchmarks (which for certain non-U.S. products are
based upon peer medians), while 10%, 19% and 24% of
active scientific AUM outperformed their benchmarks
(which for certain non-U.S. products are based upon
peer medians) for the one-, three- and five-year periods
ended December 31, 2009, respectively.* Although active
scientific equity strategies have struggled industry-wide
since mid-2007, we believe in the long-term viability of
the approach and have committed substantial resources
to research and development of the next generation of

active scientific equity investing.

* Please see Important Notes on page 122.




BLACKROCK = 16 = FIXED INCOME

FIXED INCOME

lackRock’s fixed income AUM ended 2009 at
$1.056 trillion, representing an increase of $574.2 billion
or 119%, over the previous year’s reported results. The
BGI transaction added $517.3 billion of AUM. On a pro
forma combined basis, fixed income AUM rose 18%, or
$161.0 billion. During the year, we were awarded net
new business of $77.1 billion, driving 48% of the year's
increase in AUM. Investment performance and market
appreciation contributed $80.3 billion, or 50%, of the
combined growth.

BlackRock offers a broad range of index and actively
managed fixed income products across regions, sectors,
credit quality and maturities. Actively managed strategies
may employ a fundamental or model-driven investment
process. The former emphasizes risk-controlled sector
rotation and security selection driven by sector experts
and direct interaction with issuers and market makers,
while the latter employs models to identify relative return
opportunities and to apply those results, subject to a prag-
matic review of model risk, on a systematic basis across
portfolios. Fixed income mandates are often tailored to
client-specified liabilities, accounting, regulatory or rating
agency requirements, or other investment policies. Year-
end fixed income AUM consisted of $459.3 billion, or 44%,

FIXED INCOME AUM
$1.056 Trillion

M Active - Fundamental 52%
Index 44%
Active - Quantitative 4%

in index portfolios and $596.3 billion in active strategies.
Investors returned to the bond markets in 2009, driving a
substantial tightening in credit spreads from the histori-
cally high levels reached during 2008. Demand for fixed
income offerings was strong across products, with $62.8
billion of net new business in index products, including
iShares, and $14.2 billion in active strategies. Key areas
of growth included non-dollar denominated products,
such as liability driven investment solutions in the U.K,,
and U.S. core strategies, with $38.2 billion and $15.8 bil-
lion of net inflows, respectively, throughout the year.

Of BlackRock's total fixed income AUM, 81%, or

$860.0 billion, was managed on behalf of institutional
investors, 10% or $102.5 billion of AUM was managed in
iShares products, including 22 new offerings launched
during 2009, and 9% or $93.2 billion was managed for
retail and high net worth investors. The client base was
well diversified geographically, with 54% or $572.2 billion
of fixed income AUM managed for clients based in the
United States and Canada. The remaining 46% or $483.4
billion of fixed income AUM included $332.4 billion
managed for clients in EMEA, $143.0 billion in Asia Pacific
and $8.0 billion for investors in Latin America and lberia.
Net inflows of $38.9 billion and $45.7 billion from U.S.
and Canadian and EMEA clients, respectively, more than
offset cumulative net outflows of $7.6 billion from clients
in Asia Pacific and Latin America and Iberia.

A significant rally in credit spreads drove strong perfor-
mance in the bond markets, with the Barclays Global
Aggregate Index posting a 6.9% return for the year.
BlackRock'’s fixed income index accounts closely tracked
their benchmarks, with 77% of accounts achieving
returns within 1% of index returns and 53% of AUM
outperforming their benchmarks. Our active fixed income
strategies achieved strong performance in 2009, with
79%, 33% and 40% of active fundamental AUM above
their benchmarks (which for certain non-U.S. products
are based upon peer medians) and 71%, 70% and 89%
of active model-based AUM above their benchmarks
(which for certain non-U.S. products are based upon
peer medians) for the one-, three- and five-year periods
ended December 31, 2009, respectively.*




BLACKROCK = 17 m MULTI-ASSET

MULTI-ASSET

n view of the growing demand for investment solutions

that utilize a combination of fixed income, equities and
alternative investments, BlackRock is recognizing multi-
asset class as a separate product category. Strategies
include asset allocation and balanced mandates, target
date and target risk funds, and fiduciary outsourcing
relationships. BlackRock’s multi-asset class AUM closed
the year at $142.0 billion, an increase of 83%, or $64.5
billion, from the $77.5 billion multi-asset class AUM
that was reported as part of equity and balanced AUM

at December 31, 2008. The LifePath® portfolios, the
industry’s first target date funds, represented over half
of the acquired AUM. On a pro forma combined basis,
multi-asset class AUM rose 33% or $35.4 billion, includ-
ing $13.5 billion of net new business, largely driven by
retail investors into mutual funds. The multi-asset class
products were further spurred by the recovery in global
financial markets as positive market movements added
another $21.5 billion throughout the year.

Asset allocation and balanced mandates represented
$86.7 billion, or 61%, of total multi-asset class AUM at
December 31, 2009. These products have been in strong
demand by retail investors globally seeking compre-
hensive investment solutions. Target date and target risk
funds, including the LifePath portfolios and our newer
SponsorMatch® offerings, totaled $28.8 billion or 20%

of multi-asset class AUM. These retirement savings
products, which are Qualified Default Investment Options
under the Pension Protection Act of 2006, utilize a pro-
prietary asset allocation model that seeks to balance
risk and return over an investment horizon based on

the investor’s targeted retirement timing. Fiduciary out-
sourcing mandates, in which a pension plan sponsor
retains BlackRock to assume responsibility for some

or all aspects of plan management, represented $24.4
billion, or 17%, of multi-asset class AUM. The remaining
$2.0 billion, or 2%, of multi-asset class AUM was
managed in various global derivatives, diversified growth
and relative return strategies.

MULTI-ASSET AUM
$142.0 Billion

W Asset Allocation & Balanced 61%

1 Target Date & Target Risk Funds 20%
% Fiduciary Outsourcing 17%
Other 2%

BlackRock’s multi-asset class products are managed on
behalf of a well-balanced client base. At December 31,
2009, institutional investors represented 54%, or $76.7
billion, of multi-asset class AUM, while retail and high net
worth investors accounted for 46% or $65.2 billion. The
remaining $0.2 billion were managed in iShares offerings.
The geographic mix was similarly diversified, with 53%
or $75.8 billion of AUM managed for clients based in

the United States and Canada, and 47% or $66.2 billion
managed for international investors, principally in EMEA.
During the year, clients in the United States and Canada,
EMEA and Latin America and Iberia awarded BlackRock
net new business of $15.0 billion, which offset net
outflows of $1.5 billion from clients in Asia Pacific.

Approximately 18% of BlackRock's multi-asset class

AUM is managed in portfolios that are customized to
unique client requirements. The remaining strategies have
achieved competitive performance, with 69% of AUM over
their benchmarks for the one year, 73% for the three years
and 86% for the five years ended December 31, 2009.*

* Please see Important Notes on page 122.
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ALTERNATIVE INVESTMENTS

lackRock ended 2009 with $102.1 billion of
AUM in its alternative investment products, a 66%, or
$40.6 billion, increase as compared to reported AUM at
year-end 2008. The BGI transaction added $49.4 billion
of AUM in a variety of currency, commodity, global macro
and hedge fund offerings. These products complement
BlackRock’s fund of funds, real estate, hedge fund and
opportunistic strategies. Alternative AUM was adversely
affected by net outflows, disbursements from opportu-
nistic funds and declining real estate markets in 2009. In
particular, while many alternative managers suspended
redemptions in 2008, we were able to avoid such drastic
action throughout the financial crisis. Although this
policy may have amplified redemptions in our hedge
funds and funds of hedge funds, we believe our focus on

putting clients’ needs first will be rewarded over time.

BlackRock's alternative investment products include
real estate debt and equity; funds of funds; macro funds,
hedge funds and other absolute return strategies; and
active currency and commodity funds, as described
below. The alternative investment clientele was predomi-
nantly institutional, representing 81% or $83.1 billion

of alternatives AUM. iShares contributed another 10%,
or $10.1 billion, of AUM, and retail and high net worth
investors comprised the remaining 9% or $8.9 billion

of ending assets. The geographic mix was diversified,
with 59% or $60.7 billion of AUM managed for clients

in the United States and Canada, 23% or $23.7 billion

for clients in EMEA, 17% or $17.6 billion for clients in
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Asia Pacific, and 1% or $62.4 million for clients in Latin

America and Iberia. Many of our alternative investment
products had strong investment performance in 2009,
and a number reached or surpassed their high water

marks by year-end.

Real Estate: At year-end 2009, BlackRock managed
$18.1 billion in a variety of real estate debt and equity
products. Offerings include high yield debt and core,
value-added and opportunistic equity portfolios. Real
estate AUM decreased 30% or $7.7 billion during the
year, driven by $7.3 billion in market declines and $0.4
billion of net outflows. Commercial real estate markets

are expected to continue to struggle through 2010.

Funds of Funds: At year-end BlackRock managed

$22.1 billion of AUM in funds of funds offered under the
BlackRock Alternative Advisors ["BAA”) name. Products
include hedge fund, private equity and real asset funds
of funds, as well as co-investment and hybrid vehicles.
BAA AUM declined $0.6 billion during 2009. Net outflows
of $2.9 billion principally stemming from redemption
requests submitted at the end of 2008, in addition to a

disposition of a $0.2 billion real estate fund of funds

portfolio, were almost fully offset by $2.5 billion of
growth due to strong investment performance and

market appreciation.

Hedge Funds: BlackRock ended 2009 with $24.9 billion
of AUM in a variety of fixed income and equity hedge
funds, global macro funds, portable alpha, distressed
and opportunistic strategies. Offerings include both
open-end hedge funds and similar products, and closed-
end funds that have been created to take advantage of
specific opportunities over a defined, often longer-term
investment horizon. During the year, we added $13.8
billion of AUM through the acquisitions of BGI and the

R3 Capital Partners funds. On a pro forma combined
basis, AUM decreased $1.4 billion, with $5.5 billion of net
outflows, including $1.1 billion of disbursements from
opportunistic investments, largely offset by $1.3 billion of
acquired AUM and an additional $2.8 billion of investment

returns and market appreciation.

Currency and Commodity Funds: At year-end,
BlackRock managed $35.7 billion in currency and
commodity mandates, the vast majority of which were
acquired through the BGI transaction. These products
include active currency and currency overlay strategies
primarily managed through institutional separate
accounts, and commodity portfolios primarily offered as
iShares products. Pro forma combined AUM increased
$6.7 billion during 2009, driven by $2.3 billion of net

new business and $4.4 billion of market appreciation.

ALTERNATIVE INVESTMENTS AUM
$102.1 Billion

% Currency & Commodity Funds 35%
" Hedge Funds 24%

Funds of Funds 22%

Real Estate 18%

Other 1%
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CASH MANAGEMENT

UM in cash management products stood
at $349.3 billion at December 31, 2009, up $10.8 billion,
or 3%, from AUM reported at year-end 2008. The BGI
transaction added $59.5 billion of AUM. The 2008
surge in cash management assets reversed in 2009, as
investors tired of earning little to no return reallocated
to various long-dated strategies offering the potential
for higher returns. On a pro forma combined basis, net
outflows totaled $59.4 billion, resulting in a 15% decrease
in spot AUM and a decrease of approximately 10% in
average AUM relative to 2008.

BlackRock employs a conservative investment style
that emphasizes quality, liquidity and superior client
service throughout all market cycles. Disciplined risk
management, including a rigorous credit surveillance
process, is an integral part of the investment process.

Products include taxable and tax-exempt money market

funds and customized separate accounts. Portfolios may
be denominated in U.S. Dollar, Euro or Sterling. The BGI
transaction added substantial scale in our non-dollar
offerings: 63% or $37.5 billion of total acquired cash

management AUM was invested in offshore markets.

The cash management team also manages the cash
we receive as collateral for securities on loan in other
portfolios. Securities lending, which is offered as a
potential source of incremental returns on long-dated
portfolios, is managed by a dedicated team, supported
by quantitative analysis, proprietary technology and
disciplined risk management. Fees for securities
lending can be structured as a share of earnings or a
percentage of the value of the cash collateral. The value
of the securities on loan is reported as AUM in the
corresponding asset class. The value of the cash

collateral is not included in cash management AUM.
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Our cash management clientele remained largely
institutional, with 80%, or $280.4 billion, of cash AUM
managed on behalf of institutions and 19%, or $67.6
billion, managed for retail investors at year-end 2009.

An additional $1.3 billion of cash AUM was managed

in iShares products. The investor base was also predomi-
nantly domestic, with 76% or $265.4 billion of AUM
managed for U.S. and Canadian investors and 24%, or
$83.9 billion, managed for international clients, almost
all of which were based in EMEA. While we suffered
significant net outflows from U.S. clients reallocating out
of cash, we attracted net inflows internationally where
we gained market share as a relatively new entrant.

We expect cash management AUM to remain volatile,
with outflows likely as the economy stabilizes and central
banks end their quantitative easing programs and

eventually raise interest rates.

CASH MANAGEMENT AUM
$349.3 Billion

United States & Canada 76%
International 24%

By Client Region

BLACKROCK SOLUTIONS AND ADVISORY

lackRock offers investment systems, risk
management, outsourcing and advisory services under
the BlackRock Solutions brand name. Over $9.0 trillion
of positions are processed on our Aladdin operating
platform, which serves as the investment system for
BlackRock and a growing number of sophisticated
institutional investors. BlackRock Solutions also offers
comprehensive risk reporting via the Green Package®
and risk management advisory services, interactive fixed
income analytics through our web-based calculator,
AnSer®, middle and back office outsourcing services
and investment accounting. Clients have also retained
BlackRock Solutions for a variety of financial markets

advisory engagements, such as valuation and risk

assessment of illiquid assets, portfolio restructuring,
workouts and dispositions of distressed assets and

financial and balance sheet strategies.

As the global capital markets began to recover, clients
remained focused on risk management, and demand for
BlackRock Solutions continued to grow. During the year,
BlackRock Solutions added 48 net new assignments and
revenue increased 21% to $477 million. Growth was well
balanced across Aladdin, risk management and financial
markets advisory services. Advisory AUM increased 11%
to $161.2 billion, buoyed by $11.6 billion of net inflows
and $4.5 billion of growth driven by market performance
in these long-term liquidation portfolios. At year-end,
BlackRock Solutions served 130 clients, including banks,

insurance companies, official institutions, pension funds,
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asset managers and other institutional investors across

North America, Europe, Asia and Australia.

The BlackRock Solutions, Aladdin and technology teams
are also supporting key aspects of the BGl integration.
These efforts, which are expected to continue through
2011, are vital to establishing a unified operating platform
and consistent operating processes. We expect the

integration of BGI's extensive quantitative tools, risk

2009 BLACKROCK SOLUTIONS ASSIGNMENTS

M Aladdin, Risk Analysis & Other Tools 62%
[ Financial Markets Advisory 23%
Outsourcing 15%

management models and portfolio construction
applications across asset classes to enhance the
Aladdin platform over time. Additionally, we will seek to
leverage our scale for the benefit of our clients through

the creation of a robust global trading platform.

TRANSITION MANAGEMENT SERVICES

BlackRock also offers transition management services,
involving the temporary oversight of a client’s assets as
they transition from one manager to another or from one
strategy to another. We provide a comprehensive service
that includes project management and implementation
based on achieving best execution consistent with the
client’s risk management tolerances. We use Aladdin
and other state-of-the-art tools and work closely with
BlackRock'’s trading cost research team to manage four
dimensions of risk throughout the transition: exposure,
execution, process and operational risk. The average
transition assignment is executed within two weeks,
although the duration can be longer or shorter depending
on the size, complexity and liquidity of the related
assets. These portfolios are not included in AUM unless
BlackRock has been retained to manage the assets

after the transition phase.
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SELECTED FINANCIAL DATA

The selected financial data presented below has been derived in and Analysis of Financial Condition and Results of Operations”
part from, and should be read in conjunction with, the Consolidated included elsewhere in this Annual Report. Prior year data reflects
Financial Statements of BlackRock and “Management's Discussion certain reclassifications to conform to the current year presentation.

Year ended December 31,

(Dollar amounts in millions, except per share data) 2009 2008 20071 2006 2005
Income statement data:
Total revenue $4,700 $5,064 $4,845 $2,098 $1,191
Expenses
Restructuring charges 22 38 — — —
Termination of closed-end fund administration and
servicing arrangements _ — 128 — —
Fee sharing payment(? - — — 34 —
Other operating expenses®® 3,400 3,433 3,423 1,592 850
Total expenses 3,422 3,471 3,551 1,626 850
Operating income 1,278 1,593 1,294 472 341
Total non-operating income (expense) (6) (577) 526 53 31
Income before income taxes 1,272 1,016 1,820 525 372
Income tax expense 375 387 463 188 138
Net income 897 629 1,357 337 234
Less: Net income (loss) attributable to
non-controlling interests!4) 22 (155) 364 16 3
Net income attributable to BlackRock, Inc. $875 $784 $993 $321 $231
Per share data'®);
Basic earnings $6.24 $5.86 $7.53 $3.95 $3.60
Diluted earnings $6.11 $5.78 $7.37 $3.83 $3.45
Book value!®) $128.86 $92.91 $90.16 $83.63 $14.56
Common and preferred cash dividends $3.12 $3.12 $2.68 $1.68 $1.20

Year ended December 31,

(Dollar amounts in millions) 20097 2008 2007 2006 2005
Balance sheet data:
Cash and cash equivalents $4,708 $2,032 $1,656 $1,160 $484
Separate account assets!®) $119,629 $2,623 $4,670 $4,300 $—
Collateral held under securities
lending agreements(®) $19,335 $— $— $— $—
Goodwill and intangible assets, net $30,218 $11,974 $12,073 $11,139 $484
Total assets $177,994 $19,924 $22,561 $20,470 $1,849
Short-term borrowings $2,234 $200 $300 $— $—
Convertible debentures 243 245 242 238 235
Long-term borrowings 3,191 697 697 3 4
Total borrowings $5,668 $1,142 $1,239 $241 $239
Total stockholders’ equity $24,329 $12,069 $11,601 $10,789 $932
Assets under management:
Equity
Index $1,183,005 $51,076 $71,381 $61,631 $1,256
Active 353,051 152,216 291,324 255,330 35,518
Fixed income
Index 459,326 3,411 3,942 4,274 797
Active 596,300 477,954 506,265 441,046 300,427
Multi-asset class 142,029 77,516 98,623 78,601 3,425
Alternative 102,101 61,544 71,771 48,292 25,323
Long-dated 2,835,812 823,717 1,043,306 889,174 366,746
Cash management 349,277 338,439 313,338 235,453 85,936
Sub-total 3,185,089 1,162,156 1,356,644 1,124,627 452,682
Advisory!? 161,167 144,995 - - -
Total $3,346,256 $1,307,151 $1,356,644 $1,124,627 $452,682

(11" Significant increases in 2006 and 2007 [for income statement and AUM data only) are primarily the result of the Merrill Lynch Investment Managers (“MLIM"]
Transaction which closed on September 29, 2006.
2

Includes a 2006 fee sharing payment to MetLife, Inc. ["MetLife"] representing a one-time expense related to a large institutional real estate equity client
account acquired in the State Street Research ("SSR") Transaction.
3

(4)
(!
(6,
[
8

Includes all other operating expenses.
Includes both redeemable and nonredeemable non-controlling interests.

o

Series A, B, C and D non-voting participating preferred stock is considered to be a common stock equivalent for purposes of earnings per share calculations.

Total BlackRock stockholders’ equity divided by total common and preferred shares outstanding at December 31 of the respective year-end.

N

Significant increases in 2009 are primarily the result of the Barclays Global Investors ("BGI"] Transaction which closed on December 1, 2009.

Equal and offsetting amounts, related to separate account assets which are segregated funds held for purposes of funding individual and group pension
contracts and collateral held under securities lending agreements related to these assets, are recorded in liabilities.

(5] Advisory AUM represents long-term portfolio liquidation assignments.
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MANAGEMENT’S DISCUSSION AND

ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

OVERVIEW

BlackRock, Inc. (“BlackRock” or the “Company”] is the
largest publicly traded investment management firm
which as of December 31, 2009 managed $3.346 tril-
lion of assets under management ("AUM"] on behalf

of institutional and individual investors worldwide. The
Company’s products include equities, fixed income,
multi-asset class, alternatives and cash management,
and offer clients diversified access to global markets
through separate accounts, common trust funds, mutual
funds, exchange traded funds, hedge funds, and closed-
end funds. In addition, BlackRock Solutions® provides
market risk management, financial markets advisory and
enterprise investment system services to a broad base
of clients. Financial markets advisory services include
valuation of illiquid securities, dispositions and workout
assignments (including long-term portfolio liquidation
assignments), risk management and strategic planning
and execution.

On September 29, 2006, Merrill Lynch & Co., Inc.
(“Merrill Lynch”) contributed the entities and assets
that constituted its investment management business,
Merrill Lynch Investment Managers ("MLIM"), to
BlackRock in exchange for common and non-voting
preferred stock such that immediately after such
closing Merrill Lynch held approximately 45% of
BlackRock’s common stock outstanding and approxi-
mately 49.3% of the Company’s capital stock on a fully
diluted basis (the “MLIM Transaction”). On October 1,
2007, BlackRock acquired certain assets and assumed
certain liabilities of the fund of funds business of
Quellos Group, LLC (“Quellos”) for up to $1.719 billion
in a combination of cash and common stock (the
“Quellos Transaction”).

On January 1, 2009, Bank of America Corporation
("Bank of America”) acquired Merrill Lynch & Co., Inc.
("Merrill Lynch”). In connection with this transaction,
BlackRock entered into exchange agreements with each
of Merrill Lynch and The PNC Financial Services Group,
Inc. ("PNC”) pursuant to which each agreed to exchange
a portion of the BlackRock voting common stock they
held for non-voting preferred stock.

On December 1, 2009, BlackRock acquired from

Barclays Bank PLC (“Barclays”] all of the outstanding
equity interests of subsidiaries of Barclays conducting
the business of Barclays Global Investors (“BGI”) in
exchange for capital shares valued at closing of $8.53 bil-
lion and $6.65 billion in cash, both of which are subject
to certain adjustments.

As of December 31, 2009, equity ownership of BlackRock
was as follows:

Voting

common stock Capital stock

Bank of America/

Merrill Lynch 3.7% 34.2%
PNC 35.2% 24.5%
Barclays 4.8% 19.8%
Other 56.3% 21.5%

100.0% 100.0%
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The following table summarizes BlackRock's operating performance for the years ended December 31, 2009, 2008
and 2007:

FINANCIAL HIGHLIGHTS

Variance
Year ended December 31, 2009 vs. 2008 2008 vs. 2007

(Dollar amounts in millions,
except per share data) 2009 2008 2007 Amount % Amount %
GAAP basis:
Total revenue $4,700 $5,064 $4,845 $(364) (7%) $219 5%
Total expenses $3,422 $3,471 $3,551 $(49) (1%) $(80) (2%)
Operating income $1,278 $1,593 $1,294 $(315) (20%) $299 23%
Operating margin 27.2% 31.5% 26.7% (4.3%) (14%) 4.8% 18%
Non-operating income (expense),

net of non-controlling interests (! $(28) $(422) $162 $394 93% $(584) NM
Net income attributable to BlackRock, Inc. $875 $784 $993 $91 12% $(209)  (21%)
Diluted earnings per common share (@ $6.11 $5.78 $7.37 $0.33 6% $(1.59)  (22%)
Effective tax rate 30.0% 33.0% 31.8% (3.0%) (9%) 1.2% 4%
As adjusted:
Operating income® $1,570 $1,662 $1,518 $(92) 6% $144 9%
Operating margin'® 38.2% 38.7% 37.4% (0.5%) (1%) 1.3% 4%
Non-operating income (expense),

net of non-controlling interests (1. (¢! $(46) $(384) $150 $338 88% $(534) NM
Net income attributable to

BlackRock, Inc. () (d) $1,021 $856 $1,077 $165 19% $(221)  (21%)
Diluted earnings per

common share (¢l ld). (e] $7.13 $6.30 $7.99 $0.83 13% $01.69)  (21%)
Other:
Diluted weighted-average common

shares outstanding[e] 139,481,449 131,376,517 131,378,061 8,104,932 6% (1,544) — %
Assets under management $3,346,256 $1,307,151 $1,356,644 $2,039,105 156%  $(49,493) (4%)
Book value per share $128.86 $92.91 $90.16 $35.95 39% $2.75 3%
Cash dividends declared and

paid per share $3.12 $3.12 $2.68 $— —% $0.44 16%

NM - Not Meaningful
(U Includes net income (loss) attributable to non-controlling interests (redeemable and nonredeemable] related to investment and non-investment activities.

BlackRock reports its financial results on a GAAP basis; however, management believes that evaluating the Company’s ongoing operating results may be
enhanced if investors have additional non-GAAP basis financial measures. Management reviews non-GAAP financial measures to assess ongoing operations
and, for the reasons described below, considers them to be effective indicators, for both management and investors, of BlackRock's financial performance over
time. BlackRock’s management does not advocate that investors consider such non-GAAP financial measures in isolation from, or as a substitute for, financial
information prepared in accordance with GAAP.

Certain prior period non-GAAP data has been reclassified to conform to the current presentation. Computations for all periods are derived from the Company’s
consolidated statements of income as follows:

[l gperating income, as adjusted, and operating margin, as adjusted:
Operating income, as adjusted, equals operating income, GAAP basis, excluding certain items deemed non-recurring by management or transactions that
ultimately will not impact BlackRock's book value, as indicated in the table below. Operating income used for operating margin measurement equals operating
income, as adjusted, excluding the impact of closed-end fund launch costs and commissions. Operating margin, as adjusted, equals operating income used for
operating margin measurement, divided by revenue used for operating margin measurement, as indicated in the table below.

Year ended
(Dollar amounts in millions) 2009 2008 2007
Operating income, GAAP basis $1,278 $1,593 $1,294
Non-GAAP adjustments:
BGI transaction/integration costs 183 - -
MLIM/Quellos integration costs —_ — 20
PNC LTIP funding obligation 59 59 54
Merrill Lynch compensation contribution 10 10 10
Restructuring charges 22 38 —
Termination of closed-end fund administration and
servicing arrangements — — 128
Compensation expense related to (depreciation)
appreciation on deferred compensation plans 18 (38) 12
Operating income, as adjusted 1,570 1,662 1,518
Closed-end fund launch costs 2 9 36
Closed-end fund launch commissions 1 — 6
Operating income used for operating margin measurement $1,573 $1,671 $1,560
Revenue, GAAP basis $4,700 $5,064 $4,845
Non-GAAP adjustments:
Distribution and servicing costs (477) (591) (539)
Amortization of deferred mutual fund sales commissions (100) (130) (108)
Reimbursable property management compensation - (21) (27)
Revenue used for operating margin measurement $4,123 $4,322 $4,171
Operating margin, GAAP basis 27.2% 31.5% 26.7%

Operating margin, as adjusted 38.2% 38.7% 37.4%
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Notes to table [continued)]

Management believes that operating income, as adjusted, and operating margin, as adjusted, are effective indicators of BlackRock's financial performance over
time. As such, management believes that operating income, as adjusted, and operating margin, as adjusted, provide useful disclosure to investors.

Operating income, as adjusted:

Restructuring charges recorded in 2008 and 2009 consist of compensation costs, occupancy costs and professional fees. MLIM and Quellos integration costs
recorded in 2007 consist principally of certain professional fees, rebranding costs and compensation costs incurred in conjunction with these integrations. BG/
transaction/integration costs recorded in 2009 consist principally of certain advisory fees, compensation expense, legal fees and consulting expenses incurred
in conjunction with the BGI transaction. The expenses associated with: (i] the 2008 and 2009 restructuring, (ii] BGI transaction and integration costs, (i) MLIM
and Quellos integration costs and (iv] the 2007 termination of the closed-end fund administration and servicing arrangements with Merrill Lynch have been
deemed non-recurring by management and have been excluded from operating income, as adjusted, to help enhance the comparability of this information to
prior periods. As such, management believes that operating margins exclusive of these costs are useful measures in evaluating BlackRock's operating perfor-
mance for the respective periods.

The portion of compensation expense associated with certain long-term incentive plans (“LTIP"] that will be funded through the distribution to participants of
shares of BlackRock stock held by PNC and a Merrill Lynch cash compensation contribution, a portion of which has been received, have been excluded because
these charges ultimately do not impact BlackRock's book value.

Compensation expense associated with appreciation (depreciation) on assets related to certain BlackRock deferred compensation plans has been excluded
as returns on investments set aside for these plans, which substantially offset this expense, are reported in non-operating income.

Operating margin, as adjusted:

Operating income used for measuring operating margin, as adjusted, is equal to operating income, as adjusted, excluding the impact of closed-end fund
launch costs and commissions. Management believes that excluding such costs and commissions is useful because these costs can fluctuate considerably
and revenues associated with the expenditure of these costs will not fully impact the Company’s results until future periods.

Operating margin, as adjusted, allows the Company to compare performance from period-to-period by adjusting for items that may not recur, recur infrequently
or may fluctuate based on market movements, such as restructuring charges, transaction/integration costs, closed-end fund launch costs and fluctuations

in compensation expense based on mark-to-market movements in investments held to fund certain compensation plans. The Company also uses operating
margin, as adjusted, to monitor corporate performance and efficiency and as a benchmark to compare its performance to other companies. Management uses
both the GAAP and non-GAAP financial measures in evaluating the financial performance for BlackRock. The non-GAAP measure by itself may pose limitations
because it does not include all of the Company’s revenues and expenses.

Revenue used for operating margin, as adjusted, excludes distribution and servicing costs paid to related parties and to other third parties. Management
believes that excluding such costs is useful to BlackRock because it creates consistency in the treatment for certain contracts for similar services, which due to
the terms of the contracts, are accounted under GAAP on a net basis within investment advisory, administration fees and securities lending revenue. Amortiza-
tion of deferred mutual fund sales commissions is excluded from revenue used for operating margin measurement, as adjusted, because such costs, over time,
offset distribution fee revenue earned by the Company. Reimbursable property management compensation represented compensation and benefits paid to per-
sonnel of Metric Property Management, Inc. ("Metric”), a subsidiary of BlackRock Realty Advisors, Inc. (“Realty”). Prior to the transfer in 2008, these employees
were retained on Metric's payroll when certain properties were acquired by Realty’s clients. The related compensation and benefits were fully reimbursed by
Realty’s clients and have been excluded from revenue used for operating margin, as adjusted, because they did not bear an economic cost to BlackRock. For
each of these items, BlackRock excludes from revenue used for operating margin, as adjusted, the costs related to each of these items as a proxy for such
offsetting revenues.

6] Non-operating income [expense), less net income (loss] attributable to non-controlling interests, as adjusted:

Non-operating income [expense), less net income (loss) attributable to non-controlling interests ("NCI”), as adjusted, equals non-operating income (expense),
GAAP basis, less net income (loss) attributable to NCI, GAAP basis, adjusted for compensation expense associated with depreciation (appreciation] on assets
related to certain BlackRock deferred compensation plans. The compensation expense offset is recorded in operating income. This compensation expense has
been included in non-operating income [expense), less net income (loss] attributable to NCI, as adjusted, to offset returns on investments set aside for these
plans, which are reported in non-operating income (expense), GAAP basis.

Year ended December 31,

[Dollar amounts in millions) 2009 2008 2007
Non-operating income (expense), GAAP basis $(6) $(577) $526
Less: Net income (loss) attributable to NCI, GAAP basis 22 (155) 364
Non-operating income (expense)!!) (28) (422) 162
Compensation expense related to (appreciation)
depreciation on deferred compensation plans (18) 38 (12)
Non-operating income (expense), as adjusted!" $(46) $(384) $150

(1" Includes net income (loss] attributable to NCI [redeemable and nonredeemable] related to investment and non-investment activities.

Management believes that non-operating income [expense), less net income (loss] attributable to non-controlling interests, as adjusted, provides

for comparability of this information to prior periods and is an effective measure for reviewing BlackRock's non-operating contribution to its results.
As compensation expense associated with depreciation (appreciation] on assets related to certain BlackRock deferred compensation plans, which

is included in operating income, offsets the gain/[loss] on the investments set aside for these plans, management believes that non-operating income
[expense), less net income (loss) attributable to NCI, as adjusted, provides a useful measure, for both management and investors, of BlackRock's
non-operating results that impact book value.
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Notes to table [continued)]

le] Net income attributable to BlackRock, Inc., as adjusted

Management believes that net income attributable to BlackRock, Inc., as adjusted, and diluted earnings per common share, as adjusted, are useful measures
of BlackRock's profitability and financial performance. Net income attributable to BlackRock, Inc., as adjusted, equals net income attributable to BlackRock,
Inc., GAAP basis, adjusted for significant non-recurring items as well as charges that ultimately will not impact BlackRock’s book value.

Year ended December 31,

(Dollar amounts in millions) 2009 2008 2007
Net income attributable to BlackRock, Inc., GAAP basis $875 $784 $993
Non-GAAP adjustments, net of tax:(d)
BGI transaction/integration costs 129 — —
PNC'’s LTIP funding obligation 41 39 34
Merrill Lynch compensation contribution 7 7 6
Restructuring charges 14 26 -
MLIM/Quellos integration costs - — 13
Termination of closed-end fund administration and
servicing arrangements - — 82
Income tax law changes (45) — (51)
Net income attributable to BlackRock, Inc., as adjusted $1,021 $856 $1,077
Allocation of net income attributable to BlackRock, Inc., as adjusted:[ﬂ
Common shares $995 $828 $1,049
Participating RSUs 26 28 28
Net income attributable to BlackRock, Inc., as adjusted $1,021 $856 $1,077
Diluted weighted average common shares outstanding[e] 139,481,449 131,376,517 131,378,061
Diluted earnings per common share, GAAP basis!®) $6.11 $5.78 $7.37
Diluted earnings per common share, as adjusted[e] $7.13 $6.30 $7.99

(d)

le,

(

=

The restructuring charges and the BGIl, MLIM and Quellos integration costs reflected in GAAP net income attributable to BlackRock, Inc. have been deemed
non-recurring by management and have been excluded from net income attributable to BlackRock, Inc., as adjusted, to help enhance the comparability of this
information to prior reporting periods.

The portion of the compensation expense associated with LTIP awards that will be funded through the distribution to participants of shares of BlackRock stock
held by PNC and the Merrill Lynch cash compensation contribution, a portion of which has been received, have been excluded from net income attributable

to BlackRock, Inc., as adjusted, because these charges ultimately do not impact BlackRock's book value. The termination of the closed-end fund administra-
tion and servicing arrangements with Merrill Lynch has been excluded from net income attributable to BlackRock, Inc., as adjusted, as the termination of the
arrangements is deemed non-recurring by management.

During third quarter 2009, legislation was enacted primarily with respect to New York City corporate income taxes, effective January 1, 2009, which resulted in a
revaluation of deferred income tax assets and liabilities. The resulting decrease in income taxes has been excluded from net income attributable to BlackRock,
Inc., as adjusted, as it is non-recurring, it does not ultimately impact cash flows and to enhance comparability to prior reporting periods.

During third quarter 2007, the United Kingdom and Germany enacted legislation reducing corporate income taxes, effective in April and January of 2008,
respectively, which resulted in a revaluation of certain deferred tax liabilities. The resulting decrease in income taxes has been excluded from net income,

as adjusted, as it is non-recurring, it does not ultimately impact cash flows and to enhance comparability to current and prior reporting periods.

For the years ended December 31, 2009, 2008 and 2007 non-GAAP adjustments were tax effected at 30%, 33% and 36%, respectively, which reflect the blended
rate applicable to the adjustments.

Series A, B, C and D non-voting participating preferred stock are considered to be common stock equivalents for purposes of determining basic and diluted
earnings per share calculations. Certain unvested restricted stock units are not included in this number as they are deemed participating securities in accor-
dance with required provisions of Accounting Standards Codification ["ASC”] 260-10, Earnings per Share ("ASC 260-10").

Allocation of net income attributable to BlackRock, Inc., as adjusted, to common shares and participating Restricted Stock Units ("RSUs "] is calculated
pursuant to the two-class method as defined in ASC 260-10.
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BlackRock has portfolio managers located around the
world, including the United States, the United Kingdom,
the Netherlands, Japan, Hong Kong, Australia and
Germany. The Company provides a wide array of taxable
and tax-exempt fixed income, equity and balanced invest-
ment funds, including exchange traded funds and mutual
funds, and separate accounts, as well as a wide assort-
ment of index-based equity and alternative investment
products for a diverse global clientele. BlackRock
provides global advisory services for investment funds
and other non-U.S. equivalent retail products. The Com-
pany’s non-U.S. mutual funds are based in a number

of domiciles and cover a range of asset classes, includ-
ing cash management, fixed income and equities. The
BlackRock Global Funds, the Company’s primary retail
fund group offered outside the United States, are autho-
rized for distribution in more than 35 jurisdictions world-
wide. In the United States, the primary retail offerings
include various open-end and closed-end funds. Addi-
tional fund offerings include structured products, real
estate funds, hedge funds, hedge funds of funds, private
equity funds and funds of funds, managed futures funds
and exchange funds. These products are sold to both
U.S. and non-U.S. high net worth, retail and institutional
investors in a wide variety of active and passive strategies
covering both equity and fixed income assets.

BlackRock's client base consists of financial institutions
and other corporate clients, pension funds, high net
worth individuals and retail investors around the world.
BlackRock maintains a significant sales and marketing
presence both inside and outside the United States that
is focused on establishing and maintaining retail and
institutional investment management relationships by
marketing its services to retail and institutional inves-
tors directly and through financial professionals, pension
consultants and establishing third-party distribution
relationships. BlackRock also distributes its products and
services through Merrill Lynch under a global distribution
agreement, which, following Bank of America’s acquisi-
tion of Merrill Lynch, runs through January 2014. After
such term, the agreement will renew for one automatic
three-year extension if certain conditions are met.

See Note 17, Related Party Transactions, to the consoli-
dated financial statements beginning on page 71 of

this Annual Report.

BlackRock derives a substantial portion of its revenue
from investment advisory and administration fees, which
are recognized as the services are performed. Such fees
are primarily based on pre-determined percentages of
the market value of AUM, percentages of committed
capital during investment periods of certain alterna-

tive products, or, in the case of certain real estate equity
clients, net operating income generated by the underlying
properties, and are affected by changes in AUM, including
market appreciation or depreciation, foreign exchange
gains or losses and net subscriptions or redemptions. Net
subscriptions or redemptions represent the sum of new
client assets, additional fundings from existing clients
(including dividend reinvestment), withdrawals of assets
from, and termination of, client accounts, purchases and
redemptions of investment fund shares and distributions
to investors representing return of capital and return on
investments to investors. Market appreciation or depre-
ciation includes current income earned on, and changes
in the fair value of, securities held in client accounts.

BlackRock also earns revenue by lending securities on
behalf of clients, primarily to brokerage institutions.

Such revenues are accounted for on an accrual basis.
The security loans are secured by collateral in the form
of cash and securities, ranging from approximately
102% to 108% of the value of the loaned securities. The
net income earned on the collateral is shared between
BlackRock and the funds or other third-party accounts
managed by the Company from which the securities
are borrowed.

Investment advisory agreements for certain separate
accounts and BlackRock’s alternative investment prod-
ucts provide for performance fees, based upon relative
and/or absolute investment performance, in addition to
base fees based on AUM. Investment advisory perfor-
mance fees generally are earned after a given period
of time and when investment performance exceeds

a contractual threshold. As such, the timing of recogni-
tion of performance fees may increase the volatility of
BlackRock’s revenue and earnings.

BlackRock provides a variety of risk management,
investment analytic and investment system and advi-
sory services to financial institutions, pension funds,
asset managers, foundations, consultants, mutual fund
sponsors, real estate investment trusts and government
agencies. These services are provided under the brand
name BlackRock Solutions and include a wide array of
risk management services, valuation services related to
illiquid securities, disposition and workout assignments
(including long-term portfolio liquidation assignments),
strategic planning and execution, and enterprise invest-
ment system outsourcing to clients. Fees earned for
BlackRock Solutions and advisory services are determined
using some, or all, of the following methods: (i) fixed fees,
(i) percentages of various attributes of advisory assets
under management and (iii) performance fees if contrac-
tual thresholds are met.

The Company also earns fees for transition management
services comprised of referral fees or agency commis-
sions from acting as an introducing broker-dealer in
buying and selling securities on behalf of its customers.
Commissions and related clearing expenses related to
transition management services are recorded on a trade-
date basis as securities transactions occur.

Operating expenses reflect employee compensation and
benefits, distribution and servicing costs, amortization
of deferred mutual fund sales commissions, direct fund
expenses, general and administration expenses and
amortization of finite-lived intangible assets.

e Employee compensation and benefits expense reflects
salaries, commissions, deferred and incentive compen-
sation, employer payroll taxes and related benefit costs.

e Distribution and servicing costs include payments
made to Merrill Lynch-affiliated entities under a global
distribution agreement and to PNC-affiliated entities,
as well as other third parties, primarily associated with
the distribution and servicing of client investments in
certain BlackRock products.

e Direct fund expenses consist primarily of third party
non-advisory expenses incurred by BlackRock related
to certain funds for the use of certain index trade-
marks, reference data for certain indices, custodial
services, fund administration, fund accounting, trans-
fer agent services, shareholder reporting services,
legal expenses, audit and tax services as well as other
fund related expenses directly attributable to the
non-advisory operations of the fund. These expenses
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may vary over time with fluctuations in AUM, number
of shareholder accounts, or other attributes directly
related to volume of business.

BlackRock holds investments primarily in sponsored
investment products that invest in a variety of asset
classes, including private equity, distressed credit/mort-
gage debt securities, hedge funds and real estate. Invest-
ments generally are made for co-investment purposes, to
establish a performance track record, to hedge exposure
to certain deferred compensation plans, or for regulatory
purposes. Non-operating income (expense) and other
comprehensive income for available-for-sale investments
includes the impact of changes in the valuations or pick

ASSETS UNDER MANAGEMENT!" BY ASSET CLASS

up of equity method earnings of these investments, as

well as interest income and interest expense.

ASSETS UNDER MANAGEMENT

AUM for reporting purposes is generally based upon how
investment advisory and administration fees are calcu-
lated for each portfolio. Net asset values, total assets,
committed assets or other measures may be used to

determine portfolio AUM.

Year ended December 31, Variance

(Dollar amounts in millions) 2009 2008 2007 2009 vs. 2008 2008 vs. 2007
Equity

Index $1,183,005 $51,076 $71,381 NM (28%)

Active 353,051 152,216 291,324 132% (48%)
Fixed income

Index 459,326 3,411 3,942 NM (13%)

Active 596,300 477,954 506,265 25% (6%)
Multi-asset class 142,029 77,516 98,623 83% (21%)
Alternative 102,101 61,544 71,771 66% (14%)
Long-dated 2,835,812 823,717 1,043,306 244% (21%)
Cash management 349,277 338,439 313,338 3% 8%
Sub-total 3,185,089 1,162,156 1,356,644 174% (14%)
Advisory!? 161,167 144,995 — 1% NM
Total $3,346,256 $1,307,151 $1,356,644 156% (4%)
NM - Not Meaningful
(1] Data reflects the reclassification of AUM into the current period presentation.
(2 Advisory AUM represents long-term portfolio liquidation assignments.
MIX OF ASSETS UNDER MANAGEMENT BY ASSET CLASS!"

Year ended December 31,
2009 2008 2007

Equity

Index 35% 4% 5%

Active 1% 12% 22%
Fixed income

Index 14% — % 1%

Active 18% 36% 37%
Multi-asset class 4% 6% 7%
Alternative 3% 5% 5%
Long-dated 85% 63% 77%
Cash management 10% 26% 23%
Sub-total 95% 89% 100%
Advisory!? 5% 1% — %
Total 100% 100% 100%

(1" Data reflects the reclassification of AUM into the current period presentation.

12 Advisory AUM represents long-term portfolio liquidation assignments.

AUM increased approximately $2.039 trillion, or 156%,
to $3.346 trillion at December 31, 2009, compared to
$1.307 trillion at December 31, 2008. The growth in AUM
was primarily attributable to $1.849 trillion acquired in
the BGI Transaction, $1 billion acquired from R3 Capital

Management, LLC, $145 billion in net market apprecia-
tion and foreign exchange movements, $82 billion of
net subscriptions in long-dated mandates, $12 billion
of net new business in advisory assignments offset by
$49 billion of outflows in cash management products.
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Net market appreciation of $144 billion included $104 class products, offset by $5 billion market depreciation in
billion of net appreciation in equity products due to alternative products, primarily in real estate products.

an increase in global equity markets, $29 billion in fixed
income products due to current income and changes

in interest rate spreads and $16 billion in multi-asset

The following table presents the component changes
in BlackRock’s AUM for the years ended December 31,
2009, 2008 and 2007.

COMPONENT CHANGES IN ASSETS UNDER MANAGEMENT

Year ended December 31,

(Dollar amounts in millions] 2009 2008 2007
Beginning assets under management $1,307,151 $1,356,644 $1,124,627
Net subscriptions/(redemptions)!")
Long-dated 81,542 (2,822) 62,367
Cash management (49,122) 25,670 75,272
Advisory(? 11,642 144,756 —
Total net subscriptions 44,062 167,604 137,639
Acquisitions®) 1,850,252 — 21,868
Market appreciation (depreciation) 143,706 (188,950) 60,132
Foreign exchangel%) 1,085 (28,147) 12,378
Total change 2,039,105 (49,493) 232,017
Ending assets under management $3,346,256 $1,307,151 $1,356,644
Percent change in total change in
AUM from net subscriptions 2% NM 59%
Percent change in total AUM 156% (4%) 21%

NM - Not Meaningful
(11" Includes distributions representing return of capital and return of investment to investors.
(2] pdvisory AUM represents long-term portfolio liquidation assignments.

) Includes AUM acquired from Barclays in December 2009, R3 Capital Management, LLC in April 2009 and Quellos Group, LLC in October 2007 and acquisition
adjustments to conform to current period combined AUM policy.

[4)" Foreign exchange reflects the impact of converting non-U.S. dollar denominated AUM into U.S. dollars for reporting purposes.

BlackRock has historically grown aggregate AUM through by focusing on strong investment performance and client
organic growth and acquisitions. Management believes service and by developing new products and new distribu-
that the Company will be able to continue to grow AUM tion capabilities.

The following table presents the component changes in BlackRock's AUMU by product type during 2009.

Net Market

(Dollar amounts December 31, subscriptions appreciation Foreign ~ December 31,
in millions) 2008 (redemptions)? Acquisitions®  (depreciation)  exchange! 2009
Equity

Index $51,076 $32,274 $1,055,456 $49,060 $(4,861) $1,183,005

Active 152,216 9,778 132,205 55,169 3,683 353,051
Fixed income

Index 3,411 6,393 467,340 (11,184) (6,634) 459,326

Active 477,954 25,559 49,918 39,614 3,255 596,300
Multi-asset class 77,516 11,979 36,408 15,756 370 142,029
Alternative 61,544 (4,441) 49,395 (4,717) 320 102,101
Long-dated 823,717 81,542 1,790,722 143,698 (3,867) 2,835,812
Cash management 338,439 (49,122) 59,530 (161) 591 349,277
Sub-total 1,162,156 32,420 1,850,252 143,537 (3,276) 3,185,089
Advisory!® 144,995 11,642 — 169 4,361 161,167
Total $1,307,151 $44,062 $1,850,252 $143,706 $1,085 $3,346,256

(11" Data reflects the reclassification of AUM into the current period presentation.
2 Includes distributions representing return of capital and return on investment to investors.

B Includes AUM acquired from Barclays in December 2009 and R3 Capital Management, LLC in April 2009 and acquisition adjustments to conform to current
period combined AUM policy.

(4 Foreign exchange reflects the impact of converting non-U.S. dollar denominated AUM into U.S. dollars for reporting purposes.
(5] Advisory AUM represents long-term portfolio liquidation assignments.
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BUSINESS OUTLOOK

The Company began 2010 with a substantially increased
AUM base as a result of the BGI Transaction and strong
market and organic growth in 2009. At the same time,
domestic and international markets continue to be vola-
tile as a result of investor concerns that the global econ-
omy is weaker than investors expected. The U.S. housing
market, employment levels, debt levels in European
nations and the stability of certain foreign currencies are
heightening investor anxiety in the early part of 2010. The
timing and direction of these volatile markets, investment
performance and the level of new client asset flows will
have a direct impact on the Company’s revenue. With the
BGI Transaction, the Company offers an expanded range
of products with investment objectives to track various
indices and others that target returns in excess of speci-
fied benchmarks as well as liquidity funds. Consequently,
BlackRock should be well positioned to meet these chal-
lenges, as well as navigate the following issues that may
also impact the Company’s results in 2010:

e The levels of institutional liquidity assets may continue
to decline from year-end levels. These assets are
expected to be redeployed to direct investment, bank
deposits or longer-dated strategies as market condi-
tions stabilize. The Company'’s diversified global prod-
uct offerings, client service and independent advice
may enable it to retain a portion of these assets.

e Additionally, as investors shift their preferences
between active and passive investment styles, the
Company'’s broad active and passive product profile
ability should enable it to retain and capture AUM as
it has a wide array of offerings in both product styles.

e The regulatory environment is evolving for financial
institutions. The SEC has enacted reforms to Rule 2a-7
under the Investment Company Act, governing money
market funds with the intent to protect the industry
and our clients. The SEC indicated there is likely to be
a second round of changes governing money market
funds. These changes, should they be enacted, may
affect the margins of the money market industry and
may affect industry participants differently depending
on scale. Other financial services reforms may favor
the separation of fiduciary management and banking
activities from proprietary investing. BlackRock acts as
an independent asset manager and does not engage in
proprietary trading or deposit taking activities.

e The liquidity crunch and associated market disruption
gave rise to greater demand for our advisory services,
combining our extensive capital markets and struc-
turing expertise with rigorous modeling and analyti-
cal capabilities. While the demand for these services
remained high through the volatile markets, demand
for short-term advisory services may decline as
market concerns ease. A meaningful percentage of
BlackRock Solutions and advisory revenues in 2009

was composed of one-time advisory and portfolio
structuring fees. At the same time, as markets have
stabilized, we have seen clients investing in longer-
term risk and systems solutions.

Areturn to higher market levels may enable the Com-
pany’s alternative investment products with absolute
return objectives to contribute additional performance
fee revenue. However, such fees are dependent on
achieving investor “high water marks.”

The global exchange traded funds market is expected
to continue to grow. BlackRock has a large array

of products and assets under management in this
market. As a first mover in several products, many
of the iShares products have achieved a critical mass,
providing both liquidity to investors and minimizing
the difference between the unit exchange traded
market values and the underlying unit net asset
values. As additional asset managers enter the
marketplace to offer exchange traded funds, the
Company’s market share may decline even while

the overall market grows.

The Company will continue to assess the appropri-
ateness of its cost structure as it integrates BGI. The
Company may decide to take additional measures to
reduce costs. The benefits of any cost reduction mea-
sures may be realized over time and may or may not
require upfront costs.

At the same time, the Company plans to invest in
future growth opportunities. There may be opportuni-
ties where the cost in the current period will precede
the expected future revenue.

Certain costs, such as direct fund expenses and

cash incentive compensation, will tend to move in line
with revenue. As stock awards are expensed subse-
quent to their grant date, the associated expense will
not vary with future revenues. The stock awards related
to 2009 performance will be expensed in 2010 and
subsequent years.

Real estate costs are expected to increase. We leased
new space, most notably in London, on which we will
begin incurring rent expense even though we will not
move into that space until it is fully built out in 2011.
The Company has not completed analyzing its require-
ments in all other locations impacted by the acquisition
of BGI.

Marketing expenses, including travel and entertain-
ment, are expected to increase to levels which reflect
our increased client base, a more geographically
diverse firm and additional client opportunities.

The effective tax rate of the Company is affected,
among other things, by the geographic distribution of
earnings and global changes in tax legislation, includ-
ing efforts by governments to raise taxes to reduce
projected deficits. The effective tax rate may vary from
period to period as a result of these factors.
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OPERATING RESULTS FOR THE YEAR ENDED DECEMBER 31, 2009,

AS COMPARED WITH THE YEAR ENDED DECEMBER 31, 2008
Revenue
Year ended December 31, Variance
(Dollar amounts in millions) 2009 2008 Amount %
Investment advisory, administration fees
and securities lending revenue:
Equity
Index $192 $28 $164 NM
Active 1,230 1,587 (357) (22%)
Fixed income
Index 35 2 33 NM
Active 865 872 (7) (1%)
Multi-asset class 479 519 (40) (8%)
Alternative 400 541 (141) (26%)
Cash management 625 708 (83) (12%)
Total 3,826 4,257 (431) (10%)
Investment advisory performance fees
Equity 46 86 (40) (47%)
Fixed income 21 5 16 320%
Multi-asset class 20 8 12 150%
Alternative 115 78 37 47%
Total 202 177 25 14%
BlackRock Solutions and advisory 477 393 84 21%
Distribution fees 100 139 (39) (28%)
Other revenue 95 98 (3) (3%)
Total revenue $4,700 $5,064 $(364) (7%)

NM - Not Meaningful

Total revenue for the year ended December 31, 2009
decreased $364 million, or 7%, to $4,700 million, com-
pared with $5,064 million for the year ended December 31,
2008. Total revenue for the year ended December 31, 2009
includes $312 million of incremental revenue related to
the BGI acquisition. The $364 million decrease was the
result of a $431 million decrease in total investment advi-
sory, administration fees and securities lending revenue,
a $39 million decrease in distribution fees and a $3 mil-
lion decrease in other revenue, offset by an $84 million
increase in BlackRock Solutions and advisory revenue

and a $25 million increase in performance fees.

Investment Advisory, Administration Fees and
Securities Lending Revenue

Investment advisory, administration fees and securities
lending revenue for the year ended December 31, 2009
included approximately $278 million of fees related to
the BGI acquisition. The decrease in investment advisory,
administration fees and securities lending revenues of
$431 million for the year ended December 31, 2009, com-
pared with the year ended December 31, 2008 consisted
of decreases of $357 million in active equity products,
$40 million in multi-asset class products, $141 million

in alternative investment products, $7 million in active
fixed income products and $83 million in cash manage-
ment products primarily associated with a market driven
reduction in average AUM for equity, multi-asset class
and alternative products and net redemptions in cash
management products. The decrease is offset by a $164
million increase in equity index products and a $33 mil-
lion increase in fixed income index products primarily
related to products acquired in the BGI acquisition.

Performance Fees

Investment advisory performance fees increased $25 mil-
lion, or 14%, to $202 million for the year ended Decem-
ber 31, 2009, as compared to $177 million for the year
ended December 31, 2008, primarily due to an increase in
performance fees in alternative equity hedge funds, fixed
income and multi-asset class separate accounts, offset
by a decrease in international equity separate accounts.
The year ended December 31, 2009 included $24 million

of performance fees related to the BGI acquisition.

BlackRock Solutions and Advisory

BlackRock Solutions and advisory revenue for the year
ended December 31, 2009 increased $84 million, or 21%,
compared with the year ended December 31, 2008. The
increase in BlackRock Solutions and advisory revenue was
primarily the result of additional advisory assignments
during the period, as well as additional Aladdin and risk
management mandates. Revenue earned on advisory
assignments was comprised of advisory and portfolio
structuring assignment fees and ongoing fees based on
AUM of the respective portfolio assignments.

Distribution Fees

Distribution fees decreased $39 million to $100 million
for the year ended December 31, 2009, as compared to
$139 million for the year ended December 31, 2008. The
decrease in distribution fees was primarily the result

of lower sales, redemptions and AUM in certain share
classes of open-end mutual funds.
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Other Revenue
Year ended December 31, Variance
(Dollar amounts in millions) 2009 2008 Amount %
Other revenue:
Commissions revenue $28 $26 $2 8%
Transition management service fees 22 13 9 69%
Equity method investment earnings(! 15 1 14 NM
Fund accounting 9 11 (2) (18%)
Property management fees 1 32 (31) (97%)
Other miscellaneous revenue 20 15 5 33%
Total other revenue $95 $98 $(3) (3%)

NM - Not Meaningful
(1" Related to operating and advisory company investments.

Other revenue of $95 million for the year ended Decem-
ber 31, 2009 decreased $3 million, or 3%, compared with
the year ended December 31, 2008. Other revenue for the
year ended December 31, 2009 included $10 million of
incremental revenue related to the operations of BGI.

The decrease in other revenue was primarily the result
of a $31 million decline in property management fees

primarily related to the outsourcing in the fourth quarter
of 2008 of Metric contracts with BlackRock real estate
clients, partially offset by a $14 million increase in
BlackRock’s share of underlying earnings from certain
operating and advisory company investments and

a $9 million increase in fees earned for transition
management services.

Expenses
Year ended December 31, Variance
(Dollar amounts in millions) 2009 2008 Amount %
Expenses:
Employee compensation and benefits $1,802 $1,815 $(13) (1%)
Distribution and servicing costs 477 591 (114) (19%)
Amortization of deferred mutual fund
sales commissions 100 130 (30) (23%)
Direct fund expenses 95 86 9 10%
General and administration 779 665 114 17%
Restructuring charges 22 38 (16) (42%)
Amortization of intangible assets 147 146 1 1%
Total expenses, GAAP $3,422 $3,471 $(49) (1%)
Total expenses, GAAP $3,422 $3,471 $(49) (1%)
Less: Non-GAAP adjustments:
BGI transaction/integration costs
Employee compensation and benefits 60 — 60 NM
General and administration 123 — 123 NM
Total BGI transaction/integration costs 183 — 183 NM
PNC LTIP funding obligation 59 59 — —%
Merrill Lynch compensation contribution 10 10 — —%
Restructuring charges 22 38 (16) (42%)
Compensation expense related to appreciation
(depreciation) on deferred compensation plans 18 (38) 56 NM
Total non-GAAP adjustments 292 69 223 323%
Total expenses, as adjusted $3,130 $3,402 $(272) (8%)
Employee compensation and benefits, as adjusted!!  $1,655 $1,784 $(129) (7%])

NM - Not Meaningful

(m Adjusted for BGl integration costs, PNC LTIP funding obligation, Merrill Lynch compensation cash contribution and compensation expense related to apprecia-

tion [depreciation) on certain deferred compensation plans.

Total GAAP expenses decreased $49 million, or 1%, to
$3,422 million for the year ended December 31, 2009,
compared to $3,471 million for the year ended Decem-
ber 31, 2008. Excluding certain items deemed non-
recurring by management or transactions that ultimately
will not effect the Company’s book value, total expenses,

as adjusted, decreased $272 million, or 8%. The decrease
in total expenses, as adjusted, is primarily attributable to
decreases in employee compensation and benefits, dis-
tribution and servicing costs and amortization of deferred
mutual funds sales commissions.
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Employee Compensation and Benefits

Employee compensation and benefits expense decreased
$13 million, or 1%, to $1,802 million, for the year ended
December 31, 2009, compared to $1,815 million for the
year ended December 31, 2008. Employee compensation
and benefits expense for the year ended December 31,
2009 included $89 million of incremental expense related
to an increase in the number of employees related to BGI.

The decrease in employee compensation and benefits
expense was attributable to a $118 million decrease

in salaries, benefits and commissions, a $12 million
decrease in incentive compensation associated with
lower operating income, partially offset by a $60 mil-
lion increase related to the BGI integration costs and a
$57 million increase in deferred compensation, which

is offset primarily by an increase in non-operating
income related to appreciation on assets associated with
certain deferred compensation plans. The $118 million
decrease in salaries, benefits and commissions is due
to lower employment levels as a result of the Company’s
cost control efforts and outsourcing of Metric services,
partially offset by a one month impact of the increase in
employees related to the BGI Transaction. Employees at
December 31, 2009 totaled 8,629 as compared to 5,341 at
December 31, 2008.

Distribution and Servicing Costs

Distribution and servicing costs decreased $114 million to
$477 million for the year ended December 31, 2009, com-
pared to $591 million for the year ended December 31,
2008. These costs include payments to Bank of America/
Merrill Lynch under a global distribution agreement, and
payments to PNC as well as other third parties, primarily

General and Administration Expenses

associated with the distribution and servicing of
client investments in certain BlackRock products.
The $114 million decrease primarily related to lower
levels of average AUM serviced by related parties
across all asset classes and an increase in waivers
within certain cash management funds, resulting

in lower distribution payments.

Distribution and servicing costs for the year ended
December 31, 2009 included $349 million of costs attrib-
utable to Bank of America/Merrill Lynch and affiliates
and $19 million of costs attributable to PNC and affiliates
as compared to $464 million and $30 million, respec-
tively, in the year ended December 31, 2008. Distribu-
tion and servicing costs related to other third parties
increased $12 million to $109 million for the year ended
December 31, 2009, as compared to $97 million for

the year ended December 31, 2008 due to an expansion
of distribution platforms.

Amortization of Deferred Mutual Fund Sales Commissions

Amortization of deferred mutual fund sales commissions
decreased $30 million to $100 million for the year ended
December 31, 2009, as compared to $130 million for the
year ended December 31, 2008. The decrease in amor-
tization of deferred mutual fund sales commissions was
primarily the result of lower sales and redemptions in
certain share classes of U.S. open-end mutual funds.

Direct Fund Expenses

Direct fund expenses incurred by BlackRock related

to non-advisory operating expenses of certain funds
increased $9 million primarily related to the addition of
BGI funds with these arrangements.

Year ended December 31, Variance
(Dollar amounts in millions) 2009 2008 Amount %
General and administration expenses:
Professional services $162 $76 $86 113%
Occupancy 165 139 26 19%
Portfolio services 100 88 12 14%
Technology 114 116 (2) (2%])
Closed-end fund launch costs 2 9 (7) (78%)
Marketing and promotional 85 154 (69) (45%)
Other general and administration 151 83 68 82%
Total general and administration expenses $779 $665 $114 17%
Total general and administration expenses,
as adjusted!" $656 $665 $(9) (1%)

(1 Adjusted for $123 million of BGI transaction and integration costs in 2009.

General and administration expenses increased
$114 million, or 17%, for the year ended December 31,
2009 compared with the year ended December 31, 2008.

The year ended December 31, 2009 included $91 million,
$11 million, $7 million, $1 million, and $13 million of
professional services, marketing and promotional, tech-
nology, occupancy, and other general and administration
expenses, respectively, related to the acquisition and
integration of BGI. Excluding these expenses, general and
administration expenses decreased $9 million, or 1%, for
the year ended December 31, 2009 compared to the year
ended December 31, 2008.

Total general and administration expenses for the year
ended December 31, 2009 included $43 million of incre-
mental BGl expenses incurred in December subsequent
to the close of the BGI Transaction.

Marketing and promotional expenses decreased $69 mil-
lion, or 45%, primarily due to a decline in travel and
promotional expenses. Occupancy increased $26 million
which included an $11 million expense related to the
write-off of certain leasehold improvements. Portfolio
service costs increased $12 million, or 14%, to $100 mil-
lion, due to fund expense reimbursements. Professional
services increased $86 million, or 113%, to $162 million



BLACKROCK = 37 =

MANAGEMENT'S DISCUSSION

compared to $76 million for the year ended December 31,
2008 primarily related to legal, advisory and consulting
costs incurred in connection with the BGI Transaction.
Other general and administration expenses increased
$68 million, or 82%, to $151 million from $83 million,
primarily related to a $61 million increase in balance
sheet related foreign currency remeasurement costs,

a $21 million increase to a provision related to an out-
standing loan to Anthracite Capital Inc., and a $10 million
expense for potentially uncollectible fee receivables,
partially offset by a reduction of various expenses
primarily the result of cost control efforts.

Restructuring Charges

For the year ended December 31, 2009 BlackRock
recorded pre-tax restructuring charges of $22 million,
primarily related to severance, outplacement costs, occu-
pancy costs and accelerated amortization of certain previ-
ously granted stock awards associated with a reduction in
work force and reengineering efforts. For the year ended
December 31, 2008, BlackRock recorded pre-tax restruc-
turing charges of $38 million, primarily related to sever-
ance, outplacement costs and accelerated amortization of
certain previously granted stock awards associated with

a 9% reduction in work force. See Restructuring charges
discussion in Note 20 to the consolidated financial state-
ments beginning on page 71 of this Annual Report.

Amortization of Intangible Assets

Amortization of intangible assets increased $1 million
to $147 million for the year ended December 31, 2009,
as compared to $146 million for the year ended Decem-
ber 31, 2008. The increase in amortization of intangible
assets reflects amortization of finite-lived management
contracts acquired in the BGI Transaction.

NON-OPERATING RESULTS FOR THE YEAR ENDED
DECEMBER 31, 2009, AS COMPARED WITH
THE YEAR ENDED DECEMBER 31, 2008

Non-Operating Income (Expense), Less Net Income [Loss]
Attributable to Non-Controlling Interests

Non-operating income (expense), less net income (loss)
attributable to non-controlling interests for the years
ended December 31, 2009 and 2008 was as follows:

Year ended December 31, Variance

(Dollar amounts in millions) 2009 2008 Amount %
Non-operating (expense), GAAP basis $(6) $(577) $571 99%
Less: Net income (loss) attributable to NCI, GAAP basis 22 (155) 177 NM
Non-operating (expense](! (28) (422) 394 93%
Compensation expense related to (appreciation)

depreciation on deferred compensation plans (18) 38 (56) NM
Non-operating (expense), as adjusted!" $(46) $(384) $338 88%

NM - Not Meaningful

(1" Includes net income (loss] attributable to non-controlling interests (redeemable and nonredeemable] related to investment and non-investment activities.

The components of non-operating income (expense), less net income (loss) attributable to non-controlling interests,
for the years ended December 31, 2009 and 2008 were as follows:

Year ended December 31, Variance

(Dollar amounts in millions) 2009 2008 Amount %
Net gain (loss) on investments!")

Private equity $9 $(28) $37 NM

Real estate (114) (127) 13 10%

Distressed credit/mortgage funds 100 (141) 241 NM

Hedge funds/funds of hedge funds 18 (53) 71 NM

Other investments? (11) (30) 19 63%
Sub-total 2 (379) 381 NM

Investments related to deferred

compensation plans 18 (38) 56 NM

Total net gain (loss) on investments(!) 20 (417) 437 NM

Net income (loss] attributable to other

non-controlling interests® — (1) 1 100%

Interest and dividend income 20 65 (45) (69%)
Interest expense (68) (69) 1 (1%])
Total non-operating income (expense])(! (28) (422) 394 93%
Compensation expense related to depreciation

(appreciation) on deferred compensation plans (18) 38 (56) NM
Non-operating income (expense), as adjusted!" $(46) $(384) $338 88%

NM - Not Meaningful

(1" Includes net income [loss) attributable to non-controlling interests (redeemable and nonredeemable) related to investment and non-investment activities.

@) Includes net gains/[losses] related to equity and fixed income investments and BlackRock’s seed capital hedging program.

B Includes non-controlling interests related to operating entities (non-investment activities).
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Non-operating expense, less net income (loss) attribut-
able to non-controlling interests, decreased $394 million
to $28 million for the year ended December 31, 2009,

as compared to $422 million for the year ended Decem-
ber 31, 2008.

The $20 million net gain on investments, less
non-controlling interests, related to the Company’s
co-investment and seed investments, included valuation
gains in distressed credit/mortgage funds of $100 million,
investments related to deferred compensation plans

of $18 million, hedge funds/funds of hedge funds of

$18 million and private equity products of $9 million
offset by net losses in real estate products of $114 million
and other investments of $11 million.

Net interest expense was $48 million, an increase
of $44 million primarily due to a decline in interest rates

earned on cash equivalents and interest rates paid on its
line of credit, offset by an $8 million increase in interest

expense related to $2.5 billion in issuances of long-term
notes in December 2009.

Net Economic Investment Portfolio

The Company reviews its net economic exposure to its
investment portfolio by reducing its GAAP investments by
the net assets attributable to non-controlling interests of
consolidated sponsored investment funds. Changes in the
investment portfolio are due to purchases, sales, maturi-
ties, distributions as well as the impact of valuations. The
following table represents the carrying value, by asset
type, at December 31, 2009 and 2008:

Year ended December 31, Variance

(Dollar amounts in millions) 2009 2008 Amount %
Private equity $236 $220 $16 7%
Real estate 44 157 (113) (72%)
Distressed credit/mortgage funds 197 176 21 12%
Hedge funds/funds of hedge funds 108 126 (18) (14%)
Other investments 152 224 (72) (32%)
Total net “economic” investment exposure 737 903 (166) (18%)

Deferred compensation investments 7 59 12 20%

Hedged investments 36 49 (13) (27%)
Total net “economic” investments $844 $1,011 $(167) (17%)

Income Tax Expense

Income tax expense was $375 million and $387 million
for the years ended December 31, 2009 and 2008, respec-
tively. The effective income tax rate for the year ended
December 31, 2009 was 30.0%, as compared to 33.0% for
the year ended December 31, 2008. The year over year tax
rate decrease is primarily attributable to approximately
$45 million of tax benefits related to legislation which was
enacted in 2009 with respect to New York City corporate
income taxes.

Operating Income and Operating Margin
GAAP

Operating income totaled $1,278 million for the year
ended December 31, 2009, which was a decrease of
$315 million compared to the year ended December 31,
2008. Year ended December 31, 2009 operating income
included $141 million resulting from incremental
revenue and expenses related to the operations of BGI
and $183 million of BGI transaction and integration costs.
The transaction and integration expenses are not part
of the on-going business and are principally comprised
of advisory fees, compensation expense, legal fees and
consulting expenses.

Operating income for the year ended December 31, 2009
included the effect of a $431 million decrease in invest-
ment advisory, administration fees and securities lending
revenue, associated with a market driven reduction in
average AUM for all asset classes for the year ended
December 31, 2009 as compared to the year ended
December 31, 2008, a $42 million reduction in distribu-
tion fees and other revenue, offset by an $84 million

increase in BlackRock Solutions and advisory revenue,

a $25 million increase in performance fees revenue and a
$49 million net decrease in operating expenses primarily
due to declines in employee compensation and benefits,
distribution and servicing costs, amortization of deferred
mutual fund sales commissions and restructuring
expenses, offset by increases in direct fund expenses and
general and administration expenses.

The Company’s operating margin was 27.2% for the year
ended December 31, 2009, compared to 31.5% for the
year ended December 31, 2008. The reduction in operat-
ing margin in 2009 as compared to 2008 included the
effect of $183 million of BGI transaction and integration
costs and a change from $50 million of foreign currency
remeasurement benefits in 2008 to $11 million of foreign
currency remeasurement costs in 2009.

As Adjusted

Operating income, as adjusted, totaled $1,570 million for
the year ended December 31, 2009, which was a decrease
of $92 million compared to the year ended December 31,
2008. The decline of operating income, as adjusted, for
the year ended December 31, 2009 as compared to the
year ended December 31, 2008 is related to the effect

of the $364 million decrease in total revenue offset by

a $272 million decrease in operating expenses due

to decreases in employee compensation and benefits,
distribution and servicing costs and general and
administration expenses.

Operating margin, as adjusted, was 38.2% and 38.7% for
the years ended December 31, 2009 and 2008, respectively.
The reduction in margin includes the effect of the $61 mil-
lion increase in expenses related to the change in foreign
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currency remeasurement offset by a reduction of certain
expenses as a result of additional cost controls in 2009.

Operating income, as adjusted, and operating margin,
as adjusted, are described in more detail in the Overview
to Management’s Discussion and Analysis of Financial
Condition and Results of Operations.

Year ended December 31,

Net Income Attributable to BlackRock, Inc.

The components of net income attributable to BlackRock,
Inc. and net income attributable to BlackRock, Inc., as
adjusted, for the years ended December 31, 2009 and
2008 are as follows:

Year ended December 31,

2009 2008 2009 2008

(Dollar amounts in millions, % As As %
except per share data) GAAP GAAP Change adjusted adjusted  Change
Operating income $1,278 $1,593 (20%) $1,570 $1,662 (6%)
Non-operating (expense])(! (28) (422) (93%) (46) (384) (88%)
Income tax expense (375) (387) (3%]) (503) (422) 19%
Net income attributable to

BlackRock, Inc. $875 $784 12% $1,021 $856 19%
Allocation of net income

attributable to BlackRock, Inc.:

Common shares $853 $759 12% $995 $828 20%

Participating RSUs 22 25 (12%) 26 28 (7%)
Net income attributable to

BlackRock, Inc. $875 $784 12% $1,021 $856 19%
Diluted weighted-average

common shares

outstandingm 139,481,449 131,376,517 6% 139,481,449 131,376,517 6%
Diluted earnings per

common share $6.11 $5.78 6% $7.13 $6.30 13%

(1" Includes net income (loss) attributable to non-controlling interests [redeemable and nonredeemable] related to investment and non-investment activities.

(2] Series A, B, C, and D non-voting participating preferred stock are considered to be common stock equivalents for purposes of determining basic and diluted
earnings per share calculations. Certain unvested restricted stock units are not included in this number as they are deemed participating securities in accor-

dance with required provisions of ASC 260-10 .

GAAP

Net income attributable to BlackRock, Inc. for the year
ended December 31, 2009 includes operating income

of $1,278 million, or $5.75 per diluted common share,
non-operating expenses, less net income attributable

to non-controlling interests, of $28 million, or $0.13 per
diluted common share and $70 million, or $0.49 per
diluted common share, of tax benefits related to local
income tax law changes, a favorable tax ruling and the
final resolution of outstanding tax matters. Net income
attributable to BlackRock, Inc. totaled $875 million, or
$6.11 per diluted common share, for the year ended
December 31, 2009, which was an increase of $91 million,
or $0.33 per diluted common share, compared to the year
ended December 31, 2008.

Net income attributable to BlackRock, Inc. for the year
ended December 31, 2009 included the after-tax effect of
the portion of LTIP awards, which will be funded through
a capital contribution of BlackRock stock held by PNC

of $41 million, BGI transaction/integration costs of $129
million, restructuring charges of $14 million, and an
expected cash contribution, a portion of which has been
paid by Merrill Lynch in third quarter 2009 of $7 million
to fund certain compensation of former MLIM employees.
In addition, net income for the year ended December 31,
2009 included a $45 million one-time reduction in income
tax expense as a result of enacted legislation primarily
with respect to New York City corporate income taxes,
which resulted in a revaluation of certain deferred income
tax assets and liabilities.

Net income attributable to BlackRock, Inc. of $784 million
for the year ended December 31, 2008 included the after-
tax effect of the portion of certain LTIP awards, which will
be funded through a capital contribution of BlackRock
stock held by PNC of $39 million, restructuring charges
of $26 million and an expected contribution by Merrill
Lynch of $7 million to fund certain compensation of for-
mer MLIM employees, a portion of which was received by
BlackRock in third quarter 2009.

As Adjusted

Exclusive of the items discussed above, diluted earnings
per common share, as adjusted, of $7.13 for the year
ended December 31, 2009 increased $0.83, or 13%,
compared to the year ended December 31, 2008.

Net income attributable to BlackRock, Inc., as adjusted,
for the year ended December 31, 2009 includes operating
income of $1,570 million, or $7.35 per diluted common
share, non-operating expenses, less net income attribut-
able to non-controlling interests, of $46 million, or

$0.22 per diluted common share.

Diluted earnings per common share, as adjusted, is
described in more detail in the Overview to Management’s
Discussion and Analysis of Financial Condition and
Results of Operations.
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OPERATING RESULTS FOR THE YEAR ENDED
DECEMBER 31, 2008, AS COMPARED WITH
THE YEAR ENDED DECEMBER 31, 2007

December 31, 2007. The decline in AUM was attributable
to $189 billion in net market depreciation and $28 billion
in net foreign exchange movements, partially offset by
$168 billion in net subscriptions.

AUM decreased $49 billion, or 4%, to $1.307 trillion at The following table presents the component changes in
December 31, 2008, compared with $1.357 trillion at BlackRock's AUM for 2008.
Net Market
December 31, subscriptions appreciation Foreign  December 31,

[Dollar amounts in millions) 2007 (redemptions)!") (depreciation) exchange? 2008
Equity

Index $71,381 $11,183 $(31,354) $(134) $51,076

Active 291,324 (17,204) (109,867) (12,037) 152,216
Fixed income

Index 3,942 (612) 162 (81) 3,411

Active 506,265 (6,247) (16,134) (5,930) 477,954
Multi-asset class 98,623 5,087 (20,134) (6,060) 77,516
Alternative 71,771 4,971 (13,201) (1,997) 61,544
Long-dated 1,043,306 (2,822) (190,528) (26,239) 823,717
Cash management 313,338 25,670 1,339 (1,908) 338,439
Sub-total 1,356,644 22,848 (189,189) (28,147) 1,162,156
Advisory® — 144,756 239 — 144,995
Total $1,356,644 $167,604 $(188,950) $(28,147) $1,307,151

(1" Includes distributions representing return of capital and return on investment to investors.

(2 Foreign exchange reflects the impact of converting non-U.S. dollar denominated AUM into U.S. dollars for reporting purposes.

3 Advisory AUM represents long-term portfolio liquidation assignments.

Net market depreciation of $189 billion was primarily translation loss from converting non U.S.-dollar denom-
due to depreciation in equity products of $141 billion, as inated AUM into U.S. dollars. Net subscriptions of
equity markets declined during the year ended Decem- $168 billion for the year ended December 31, 2008
ber 31, 2008, net depreciation on fixed income products were attributable to net new business of $145 billion in
of $16 billion, depreciation on multi-asset products of $20 long-term advisory liquidation assignments, $26 billion
billion and alternative investment products of $13 billion. in cash management products, $5 billion in multi-asset
The $28 billion reduction in AUM from foreign exchange class products and $5 billion in alternative investment
was across all asset classes due to the strengthening products, partially offset by $6 billion and $7 billion of net
of the U.S. dollar which resulted in foreign exchange outflows in equity and fixed income products, respectively.
Revenue
Year ended December 31, Variance
(Dollar amounts in millions) 2008 2007 Amount %
Investment advisory, administration fees and
securities lending revenue:
Equity
Index $28 $35 $(7) (20%)
Active 1,587 1,791 (204) (11%)
Fixed income
Index 2 2 - — %
Active 872 895 (23) (3%)
Multi-asset class 519 419 100 24%
Alternative 541 372 169 45%
Cash management 708 523 185 35%
Total 4,257 4,037 220 5%
Investment advisory performance fees
Equity 86 99 (13) (13%)
Fixed income 5 b (1) (17%)
Multi-asset class 8 9 (1) (11%)
Alternative 78 236 (158) (67%)
Total 177 350 (173) (49%)
BlackRock Solutions and advisory 393 190 203 107%
Distribution fees 139 123 16 13%
Other revenue 98 145 (47) (32%)

Total revenue

$5,064 $4,845 $219 5%
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Total revenue for the year ended December 31, 2008
increased $219 million, or 5%, to $5,064 million, com-
pared with $4,845 million for the year ended Decem-
ber 31, 2007. The $219 million increase was primarily
the result of a $220 million increase in total investment
advisory, administration fees and securities lending rev-
enue, a $203 million increase in BlackRock Solutions and
advisory revenue and a $16 million increase in distribu-
tion fees, offset by a $173 million decrease in investment
advisory performance fees and a $47 million decrease in
other revenue.

Investment Advisory, Administration Fees and
Securities Lending Revenue

The increase in investment advisory, administration fees
and securities lending revenue of $220 million for the
year ended December 31, 2008, compared with the year
ended December 31, 2007, consisted of increases of $169
million in alternative investment products, $185 mil-

lion in cash management products and $100 million in
multi-asset class products, offset by decreases of $211
million in active and index equity products and $23 million
in active fixed income products. Investment advisory and
administration base fees increased for the year ended
December 31, 2008 primarily as a result of increased
average AUM in 2008 compared to 2007 for cash manage-
ment products due to net subscriptions and alter-

native investment products due to the full year effect

of the Quellos Transaction, offset by lower fees in

equity products due to the impact of market depreciation
on AUM.

Investment Advisory Performance Fees

Investment advisory performance fees decreased by
$173 million, or 49%, to $177 million for the year ended
December 31, 2008, as compared to $350 million for the
year ended December 31, 2007 primarily as a result of
lower investment advisory performance fees earned on
alternative investment products, including real estate
funds and fixed income hedge funds, and international
equity products.

BlackRock Solutions and Advisory

BlackRock Solutions and advisory revenue of $393 million
for the year ended December 31, 2008 increased $203
million, or 107%, compared with the year ended Decem-
ber 31, 2007. The increase in BlackRock Solutions and
advisory revenue was primarily the result of additional
advisory assignments and Aladdin assignments during
the period. A portion of the revenue earned on advisory
assignments was comprised of one-time advisory and
portfolio structuring fees and ongoing fees based on AUM
of the respective portfolio assignments.

Distribution Fees

Distribution fees increased by $16 million to $139 million
for the year ended December 31, 2008, as compared to
$123 million for the year ended December 31, 2007. The
increase in distribution fees was primarily due to the
full-year effect of the acquisition of distribution financing
arrangements from PNC in second quarter 2007, which
resulted in the Company receiving distribution fees from
such arrangements, as well as an increase in contingent
deferred sales commissions as a result of redemptions in
certain share classes of open-ended funds.

Other Revenue
Year ended December 31, Variance
(Dollar amounts in millions) 2008 2007 Amount %
Other revenue:
Fund accounting $11 $27 $(16) (59%)
Commissions revenue 26 37 (11) (30%)
Property management fees 32 38 (6) (16%)
Transition management service fees 13 8 5 63%
Other advisory service fees — 14 (14) (100%)
Other miscellaneous revenue 16 21 (5) (24%)
Total other revenue $98 $145 $(47) (32%)

Other revenue of $98 million for the year ended Decem-
ber 31, 2008 decreased $47 million, or 32%, compared to
the year ended December 31, 2007.

The decrease in other revenue of $47 million for the
year ended December 31, 2008, as compared to the year
ended December 31, 2007, was primarily the result of

a decrease in fees earned for fund accounting services
of $16 million, a $14 million decline in other advisory
service fees earned in 2007, a $11 million decline in unit
trust and class A mutual fund commissions revenue

and a $6 million decline in property management fees
primarily related to the termination in the fourth quarter
of 2008 of certain Metric contracts with BlackRock real
estate clients. Certain Metric employees have been trans-
ferred to a third party, which provides real estate clients
the property management services formerly provided by
Metric. At December 31, 2008, Metric had no remaining
employees. The decreases discussed above were offset
by a $5 million increase in fees for transition manage-
ment services.
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Expenses
Year ended December 31, Variance
(Dollar amounts in millions) 2008 2007 Amount %
Expenses:
Employee compensation and benefits $1,815 $1,767 $48 3%
Distribution and servicing costs 591 539 52 10%
Amortization of deferred mutual fund
sales commissions 130 108 22 20%
Direct fund expenses 86 80 6 8%
General and administration 665 799 (134) (17%)
Restructuring charges 38 - 38 NM
Termination of closed-end fund administration
and servicing arrangements — 128 (128) (100%])
Amortization of intangible assets 146 130 16 12%
Total expenses, GAAP $3,471 $3,551 $(80) (2%)
Total expenses, GAAP $3,471 $3,551 $(80) (2%)
Less: Non-GAAP adjustments:
Restructuring charges 38 — 38 NM
PNC LTIP funding obligation 59 54 5 9%
Merrill Lynch compensation contribution 10 10 — —%
MLIM/Quellos integration costs — 20 (20) (100%])
Termination of closed-end fund administration
and servicing arrangements — 128 (128) (100%])
Compensation expense related to [depreciation)
appreciation on deferred compensation plans (38 12 (50) NM
Total non-GAAP adjustments 69 224 (155) (69%])
Total expenses, as adjusted $3,402 $3,327 $75 2%
Employee compensation and benefits, as adjusted(!) $1,784 $1,691 $93 5%

NM - Not Meaningful

( Adjusted for the PNC LTIP funding obligation, Merrill Lynch compensation cash contribution and compensation expense related to appreciation (depreciation]

on certain deferred compensation plans.

Total GAAP expenses decreased $80 million, or 2%, to
$3,471 million for the year ended December 31, 2008,
compared to $3,551 million for the year ended Decem-
ber 31, 2007. Excluding certain items deemed non-
recurring by management or transactions that ultimately
will not affect the Company’s book value, total expenses,
as adjusted, increased $75 million, or 2%. The increase
was attributable to increases in distribution and servicing
costs, employee compensation and benefits, amortization
of deferred mutual fund sales commissions and amorti-
zation of intangible assets.

Employee Compensation and Benefits

Employee compensation and benefits expense increased
$48 million, or 3%, to $1,815 million at December 31,
2008, compared to $1,767 million for the year ended
December 31, 2007. The increase in employee compensa-
tion and benefits expense was primarily attributable to

a $91 million increase in salaries and benefits offset by
a $38 million decrease in deferred compensation, which
was primarily linked to depreciation on assets related

to certain deferred compensation plans. The increase of
$91 million in salaries and benefits was primarily due

to an increase in headcount throughout the majority of
2007 and 2008 (including the effect associated with the
fund of funds acquisition in 2007). Full time employees
at December 31, 2008 totaled 5,341 (including the effect
of a reduction in force in the fourth quarter) as compared
to 5,952 (including Metric) at December 31, 2007. The
decline in deferred compensation of $38 million was
substantially offset by the change in valuations of

investments set aside for these plans, which are included
in non-operating income (expense).

Distribution and Servicing Costs

Distribution and servicing costs increased $52 million,

or 10%, to $591 million during the year ended Decem-
ber 31, 2008, compared to $539 million for the year ended
December 31, 2007. These costs include payments to
Merrill Lynch under the global distribution agreement,
and payments to PNC as well as other third parties,
primarily associated with the distribution and servicing

of client investments in certain BlackRock products.

The $52 million increase related primarily to higher
levels of average AUM in cash management products.

Distribution and servicing costs for the year ended
December 31, 2008 included $464 million of costs attrib-
utable to Merrill Lynch and affiliates and $30 million of
costs attributable to PNC and affiliates as compared to
$444 million and $28 million, respectively, in the year
ended December 31, 2007. The increased costs attribut-
able to Merrill Lynch was offset by approximately $10
million expense reduction associated with the 2007 termi-
nation of closed-end fund administration and servicing
arrangements. Distribution and servicing costs related to
other non-related third parties increased $30 million as a
result of an expansion of distribution platforms.

Amortization of Deferred Mutual Fund Sales Commissions

Amortization of deferred mutual fund sales commissions
increased by $22 million to $130 million for the year
ended December 31, 2008, as compared to $108 million
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for the year ended December 31, 2007. The increase in
amortization of deferred mutual fund sales commissions
was primarily the result of the acquisition of distribution
financing arrangements from PNC in second quarter
2007 as well as higher sales and redemptions in certain
share classes of open-ended funds.

General and Administration Expenses

Direct Fund Expenses

Direct fund expenses increased $6 million, or 8%,
to $86 million during the year ended December 31,
2008 compared to $80 million for the year ended
December 31, 2007.

Year ended December 31, Variance
(Dollar amounts in millions] 2008 2007 Amount %
General and administration expenses:
Marketing and promotional $154 $169 $(15) (9%)
Portfolio services 88 89 (1) (1%])
Technology 116 118 (2) (2%])
Closed-end fund launch costs 9 36 (27) (75%)
Occupancy 139 130 9 7%
Professional services 76 94 (18) (19%)
Other general and administration 83 163 (80) (49%)
Total general and administration expenses $665 $799 $(134) (17%)

General and administration expenses decreased $134 mil-
lion, or 17%, for the year ended December 31, 2008
compared with the year ended December 31, 2007. Other
general and administration costs decreased $80 mil-
lion, or 49%, to $83 million from $163 million, primarily
related to a $49 million decrease in foreign currency
remeasurement costs and $26 million decrease in costs
associated with the support of two enhanced cash funds.
Closed-end funds launch costs decreased $27 million as
compared to the year ended December 31, 2007 due to
three closed-end funds launched during the year ended
December 31, 2007, which generated approximately

$3.0 billion in AUM as compared to two closed-end funds
launched in the year ended December 31, 2008, which
generated approximately $400 million in AUM. Profes-
sional services decreased $18 million, or 19%, to $76 mil-
lion compared to $94 million for the year ended Decem-
ber 31, 2007 primarily due to decreases in accounting,

tax and other consulting costs related to the MLIM
integration in 2007. Marketing and promotional expenses
decreased $15 million, or 9%, primarily due to a decline
in travel and promotional expenses. The decreases dis-
cussed above were partially offset by a $9 million, or 7%,
increase in occupancy expenses to $139 million com-
pared to $130 million for the year ended December 31,
2007 as a result of expansion of offices worldwide (includ-
ing the full-year effect of the Quellos Transaction).

Restructuring Charges

For the year ended December 31, 2008, BlackRock
recorded pre-tax restructuring charges of $38 million,

primarily related to severance, outplacement costs and
accelerated amortization of certain previously granted
stock awards associated with a 9% reduction in work
force. See Restructuring charges discussion in Note 20
to the consolidated financial statements beginning on
page 71 of this Annual Report.

Termination of Closed-End Fund Administration and
Servicing Arrangements

For the year ended December 31, 2007, BlackRock
recorded a one-time expense of $128 million related to
the termination of administration and servicing arrange-
ments with Merrill Lynch on 40 closed-end funds with
original terms of 30-40 years.

Amortization of Intangible Assets

The $16 million increase in the amortization of intangible
assets to $146 million for the year ended December 31,
2008, compared to $130 million for the year ended
December 31, 2007, primarily reflects the full-year
impact of the amortization of finite-lived intangible
assets acquired in the Quellos Transaction.

Non-Operating Income (Expense), Less Net Income
(Loss) Attributable to Non-Controlling Interests

Non-operating income (expense), less net income (loss)
attributable to non-controlling interests for the years
ended December 31, 2008 and 2007 was as follows:

Year ended December 31, Variance
(Dollar amounts in millions) 2008 2007 Amount %
Non-operating income (expense), GAAP basis $(577) $526 $(1,103) NM
Less: Net income (loss) attributable to NCI,

GAAP basis (155) 364 (519) NM
Non-operating (expense](! (422) 162 (584) NM
Compensation expense related to (appreciation)

depreciation on deferred compensation plans 38 (12) 50 NM
Non-operating (expense), as adjusted“] $(384) $150 $(534) NM

NM - Not Meaningful

(1" Includes net income (loss] attributable to non-controlling interests (redeemable and nonredeemable] related to investment and non-investment activities.
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The components of non-operating income (expense), less net income (loss) attributable to non-controlling interests, for
the years ended December 31, 2008 and 2007 were as follows:

Year ended December 31, Variance

(Dollar amounts in millions) 2008 2007 Amount %
Net gain (loss) on investments!")

Private equity $(28) $65 $(93) NM

Real estate (127) 34 (161) NM

Distressed credit/mortgage funds (141) — (141) NM

Hedge funds/funds of hedge funds (53) 23 (76) NM

Other investments? (30) 8 (38) NM
Sub-total (379) 130 (509) NM

Investments related to deferred

compensation plans (38) 12 (50) NM

Total net gain (loss) on investments(!) (417) 142 (559) NM

Net income (loss) attributable to other

non-controlling interests® (1) (2) 1 50%

Interest and dividend income 65 74 (9) (12%)
Interest expense (69) (52) (17) 33%
Total non-operating income (expense)!!): @) (422) 162 (584) NM
Compensation expense related to depreciation

(appreciation) on deferred compensation plans 38 (12) 50 NM
Non-operating income (expense), as adjusted!" $(384) $150 $(534) NM

NM - Not Meaningful

(1" Includes net income (loss] attributable to non-controlling interests (redeemable and nonredeemable] related to investment activities.

(2 Includes net gains/[losses] related to equity and fixed income investments, collateralized debt obligations ("‘CDOs") and BlackRock's seed capital

hedging program.

B Includes non-controlling interests related to operating entities (non-investment activities).

Non-operating income (expensel, less net income (loss)
attributable to non-controlling interests, decreased $584
million to $422 million of expense for the year ended
December 31, 2008, as compared to non-operating
income, less net income (loss) attributable to non-
controlling interests of $162 million for the year ended
December 31, 2007. The decrease in net non-operating
income (expense), less net income (loss) attributable to
non-controlling interests, primarily reflects declines in
valuations from seed investments and co-investments in
real estate funds, private equity and hedge funds/funds of
hedge funds (which includes the impact of a $141 million
decline in valuations of distressed credit products) and a
$50 million decline in valuations of investments associ-
ated with certain deferred compensation plans. In addi-
tion, net interest expense increased $26 million primarily
related to incremental interest expense related to the full
year effect of the $700 million issuance of long-term debt
in September 2007.

Income Tax Expense

Income tax expense was $387 million and $463 million
for the years ended December 31, 2008 and 2007, respec-
tively. The effective income tax rate for the year ended
December 31, 2008 was 33.0%, as compared to 31.8%

for the year ended December 31, 2007. The increase in
the effective income tax rate was primarily the result of

a one-time tax benefit of $51 million recognized in 2007
due to tax legislation changes enacted in the third quarter
2007 in the United Kingdom and Germany, which resulted

in a revaluation of certain deferred tax liabilities. Accord-
ingly, BlackRock revalued its deferred tax liabilities in
these jurisdictions. Excluding this deferred income tax
benefit, the 2007 adjusted effective tax rate was 35.3%.
The effective income tax rate for the year ended Decem-
ber 31, 2008 declined as compared to the 2007 adjusted
effective tax rate, primarily as a result of the impact of
foreign taxes.

Operating Income and Operating Margin
GAAP

Operating income totaled $1,593 million for the year
ended December 31, 2008, which was an increase of
$299 million compared to the year ended December 31,
2007. The Company’s operating margin was 31.5% for
the year ended December 31, 2008, compared to 26.7%
for the year ended December 31, 2007. Operating income
and operating margin for the year ended December 31,
2008 included a $50 million foreign currency remeasure-
ment benefit and a $38 million deferred compensation
benefit due to depreciation on assets related to certain
deferred compensation plans, offset by $38 million of
restructuring charges. Operating income and operating
margin for the year ended December 31, 2007 included
the termination of certain closed-end fund servicing and
administration arrangements of $128 million, $42 million
of closed-end fund launch costs and commissions and
$20 million of MLIM integration costs.
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As Adjusted

Operating income, as adjusted, totaled $1,662 million
for the year ended December 31, 2008, which was an
increase of $144 million compared to the year ended
December 31, 2007. Operating margin, as adjusted, was
38.7% and 37.5% for the years ended December 31, 2008
and 2007, respectively. The growth of operating income,
as adjusted, and operating margin, as adjusted, for the
year ended December 31, 2008 as compared to the year
ended December 31, 2007 is primarily related to $219
million of revenue growth (including the full year impact
of the Quellos Transaction) and a $49 million decline

in foreign currency remeasurement costs, offset by

a $91 million increase in salaries and benefits and a

Year ended December 31,

$16 million increase in amortization of finite-lived
intangible assets primarily associated with the
Quellos Transaction.

Operating income, as adjusted, and operating margin,
as adjusted, are described in more detail in the Overview
to Management’s Discussion and Analysis of Financial
Condition and Results of Operations.

Net Income Attributable to BlackRock, Inc.

The components of net income attributable to BlackRock,
Inc. and net income attributable to BlackRock, Inc., as
adjusted, for the years ended December 31, 2008 and
2007 were as follows:

Year ended December 31,

2008 2007 2008 2007

(Dollar amounts in millions, % As As %
except per share data) GAAP GAAP change adjusted adjusted change
Operating income $1,593 $1,294 23% $1,662 $1,518 9%
Non-operating income (expense)(!) (422) NM (384) 150 NM
Income tax expense (387) (463) (16%) (422) (591) (29%)
Net income attributable to

BlackRock, Inc. $784 (21%) $856 $1,077 (21%)
Allocation of net income attributable

to BlackRock, Inc.:

Common shares $759 (22%) $828 $1,049 (21%)

Participating RSUs 25 — % 28 28 — %
Net income attributable to

BlackRock, Inc. $784 (21%) $856 $1,077 (21%)
Diluted weighted-average

common shares

outstanding? 131,376,517 131,378,061 —% 131,376,517 131,378,061 — %
Diluted earnings

per common share $5.78 (22%) $6.30 $7.99 (21%)

NM - Not Meaningful

(1" Includes net income [loss) attributable to non-controlling interests (redeemable and nonredeemable) related to investment and non-investment activities.

(2] Series A, B and C non-voting participating preferred stock are considered to be common stock equivalents for purposes of determining basic and diluted
earnings per share calculations. Certain unvested restricted stock units are not included in this number as they are deemed participating securities in

accordance with required provisions of ASC 260-10.

Net income attributable to BlackRock, Inc. for the year
ended December 31, 2008 included operating income
of $1,593 million, or $7.86 per diluted share, and non-
operating losses, less net income (loss) attributable to
non-controlling interests, of $422 million, or $2.08 per
diluted common share, versus a $0.78 gain per diluted
common share in 2007. Net income attributable to
BlackRock, Inc. totaled $784 million, or $5.78 per diluted
common share, for the year ended December 31, 2008,
which was a decrease of $209 million, or $1.59 per
diluted common share, compared to the year ended
December 31, 2007.

Net income attributable to BlackRock, Inc. for the year
ended December 31, 2008 included the after-tax impact
of the portion of LTIP awards which will be funded
through a capital contribution of BlackRock stock held by
PNC, an expected contribution by Merrill Lynch to fund
certain compensation of former MLIM employees, a por-
tion of which has been received by BlackRock in 2009,
and restructuring charges of $39 million, $7 million,

and $26 million, respectively.

Net income attributable to BlackRock, Inc. of $993 million
for the year ended December 31, 2007 included the after-
tax effect related to the termination of certain closed-end
fund administration and servicing arrangements of $82
million, the portion of certain LTIP awards which will be
funded through a capital contribution of BlackRock stock
held by PNC of $34 million, MLIM integration costs of
$13 million and an expected contribution by Merrill Lynch
of $6 million to fund certain compensation of former
MLIM employees, a portion of which has been received by
BlackRock in 2009. In addition, the United Kingdom and
Germany enacted legislation reducing corporate income
tax rates resulting in a one-time decrease of $51 million
in income tax expense which is included in net income.

Exclusive of these items in both periods, diluted earnings
per common share, as adjusted, for the year ended
December 31, 2008 decreased $1.69, or 21%, to $6.30
compared to the year ended December 31, 2007. Diluted
earnings per common share, as adjusted, is described

in more detail in the Overview to Management'’s Discus-
sion and Analysis of Financial Condition and Results

of Operations.
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LIQUIDITY AND CAPITAL RESOURCES

BlackRock Cash Flows Excluding the Impact of
Consolidated Sponsored Investment Funds

In accordance with GAAP, certain BlackRock sponsored
investment funds are consolidated into the financial
statements of BlackRock, notwithstanding the fact that
BlackRock may only have a minority economic interest

in these funds. As a result, BlackRock's consolidated
statements of cash flows include the cash flows of
consolidated sponsored investment funds. The Company
uses an adjusted cash flow statement, which excludes the
impact of consolidated sponsored investment funds, as a
supplemental non-GAAP measure to assess liquidity and

capital requirements. The Company believes that its cash
flows, excluding the impact of the consolidated sponsored
investment funds, provide investors with useful informa-
tion on the cash flows of BlackRock relating to our ability
to fund additional operating, investing and financing
activities. BlackRock's management does not advocate
that investors consider such non-GAAP measures in iso-
lation from, or as a substitute for its cash flow presented
in accordance with GAAP.

The following table presents a reconciliation of the Com-
pany’s consolidated statements of cash flows presented
on a GAAP basis to the Company’s consolidated state-
ments of cash flows, excluding the impact of the cash
flows of consolidated sponsored investment funds:

Year ended December 31,

2009 2008
Cash flows Cash flows
Impact on excluding excluding
cash flows of impact of impact of
consolidated consolidated consolidated
sponsored sponsored sponsored .
GAAP investment investment investment Variance
(Dollar amounts in millions) basis funds funds funds Amount %
Cash flows from
operating activities $1,399 $168 $1,231 $1,503 $(272) (18%)
Cash flows from
investing activities (5,519) 31 (5,550) (385) (5,165) NM
Cash flows from
financing activities 6,749 (185) 6,934 (477) 7,411 NM
Effect of exchange rate changes
on cash and cash equivalents 47 — 47 (259) 306 NM
Net change in cash and
cash equivalents 2,676 14 2,662 382 2,280 NM
Cash and cash equivalents,
beginning of period 2,032 61 1,971 1,589 382 2L%
Cash and cash equivalents,
end of period $4,708 $75 $4,633 $1,971 $2,662 135%

NM - Not Meaningful

(11" For further information see the Company’s Current Report on Form 8-K, which updated the financial information in the Company’s Annual Report on Form 10-K
for the year ended December 31, 2008, which was filed with the SEC on September 17, 2009.

Cash and cash equivalents, excluding cash held by con-
solidated sponsored investment funds, at December 31,
2009 increased $2,662 million from December 31, 2008,
primarily resulting from $1,231 million of cash inflows
from operating activities, $6,934 million of cash inflows
from financing activities, $5,550 million of cash outflows
from investing activities and a $47 million increase due to
the effect of foreign exchange rate changes.

Operating Activities

Sources of BlackRock's operating cash primarily include
investment advisory, administration fees and securities
lending revenue, revenues from BlackRock Solutions and
advisory products and services and mutual fund distribu-
tion fees. BlackRock uses its cash to pay compensation
and benefits, distribution and servicing costs, general
and administration expenses, interest and principal

on the Company’s borrowings, income taxes and divi-
dends on BlackRock'’s capital stock and to purchase

co-investments and seed investments, and pay for
capital expenditures.

Net cash inflows from operating activities, excluding the
impact of consolidated sponsored investment funds, for
the year ended December 31, 2009, primarily include

the receipt of investment advisory and administration
fees, securities lending revenue and other revenue offset
by the payment of operating expenses incurred in the
normal course of business. In addition, in December 2009
subsequent to the close of the BGI Transaction, there
was an operating cash outflow of $356 million related

to the payment of certain accrued BGl employee
compensation assumed by BlackRock, which was
funded by cash and investments acquired in connection
with the BGI Transaction.

Investing Activities

Cash outflows from investing activities, excluding the
impact of consolidated sponsored investment funds,
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for the year ended December 31, 2009 primarily included
a $5.6 billion outflow, net of $1,055 million of cash
acquired related to the BGI Transaction, a $156 million
contingent consideration payment to Quellos paid in the
second quarter, $73 million of purchases of investments
and $65 million of purchases of property and equipment,
partially offset by $260 million of net proceeds from sales
and maturities of investments and $89 million of return of
capital from equity method investees.

Financing Activities

Cash inflows from financing activities, excluding the
impact of consolidated sponsored investment funds, for

the year ended December 31, 2009 primarily included the
receipt of $2.8 billion from equity raised in connection
with financing the BGI Transaction, $2.5 billion of long-
term note issuances, $2 billion of net commercial paper
financing and a $25 million receipt of a Merrill Lynch
cash capital contribution to fund certain compensation
expense, partially offset by $422 million of payments for
cash dividends.

Capital Resources

The Company manages its financial condition and funding
to maintain appropriate liquidity for the business. Capital
resources at December 31, 2009 and 2008 were as follows:

December 31, Variance
(Dollar amounts in millions) 2009 2008 Amount %
Cash and cash equivalents $4,708 $2,032 $2,676 132%
Cash and cash equivalents held by
consolidated sponsored investment funds!" (75) (61) (14) (23%)
Subtotal 4,633 1,971 2,662 135%
2007 credit facility—undrawn!? 2,171 2,171 — —%
Commercial paper®® (2,034) — (2,034) NM
Committed access before required
regulatory capital $4,770 $4,142 $628 15%
Required regulatory capitall4 $857 $172 $685 398%

(1 The Company may not be able to access such cash to use in its operating activities.

121 Excludes $129 million of undrawn amounts at December 31, 2009 and 2008 related to Lehman Commercial Paper, Inc.

8 The outstanding commercial paper notes that are supported by the 2007 credit facility reduce the availability of the facility.

4 p portion of the required regulatory capital is partially met with cash and cash equivalents.

In addition, a significant portion of the Company’s

$844 million of net economic investments are illiquid in
nature and, as such, may not be readily convertible

to cash.

Short-Term Borrowings
2007 Facility

In August 2007, the Company entered into a five-year,
$2.5 billion unsecured revolving credit facility (the “2007
facility”). The 2007 facility requires the Company not to
exceed a maximum leverage ratio (ratio of net debt to
earnings before interest, taxes, depreciation and amor-
tization, where net debt equals total debt less domestic
unrestricted cash) of 3 to 1, which was satisfied with a
ratio of less than 1to 1 at December 31, 2009. At Decem-
ber 31, 2009, the Company had $200 million outstanding
under the 2007 facility with an interest rate of 0.44% and
a maturity date during February 2010. During February
2010, the Company rolled over $100 million in borrowings
with an interest rate of 0.43% and a maturity date in May
2010. Lehman Commercial Paper, Inc. has a $140 million
participation under the 2007 facility; however, BlackRock
does not expect that Lehman Commercial Paper, Inc. will
honor its commitment to fund additional amounts. Bank
of America, a related party, has a $140 million participa-
tion under the 2007 facility.

Commercial Paper Program

On October 14, 2009, BlackRock established a commer-
cial paper program (the “CP Program”) under which the
Company may issue unsecured commercial paper notes
(the “"CP Notes”) on a private placement basis up to a
maximum aggregate amount outstanding at any time of
$3 billion. The proceeds of the commercial paper issu-
ances were used to finance a portion of the BGI Trans-
action. Subsidiaries of Bank of America and Barclays,
both related parties, as well as other third parties,

act as dealers under the CP Program. At year-end the
CP Program was supported by the 2007 facility.

The Company began to issue CP Notes under the CP
Program on November 4, 2009. As of December 31, 2009,
BlackRock had approximately $2 billion of outstanding CP
Notes with a weighted average interest rate of 0.20% and
a weighted average maturity of 23 days. Since Decem-
ber 31, 2009, the Company repaid approximately $1.4 bil-
lion of CP Notes with proceeds from the long-term note
issuances in December 2009 and operating cash flow.
See Note 13, Borrowings, in the consolidated financial
statements beginning on page 71 of this Annual Report
for further discussion. As of March 5, 2010, BlackRock
had $596 million of outstanding CP Notes supported by
the 2007 facility with a weighted average interest rate

of 0.18% and a weighted average maturity of 38 days.
The Company expects that the outstanding balance of
CP Notes may fluctuate throughout the year.
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Japan Commitment-line

In June 2009, BlackRock Japan Co., Ltd., a wholly owned
subsidiary of the Company, renewed its five billion
Japanese yen commitment-line agreement (the “Japan
Commitment-line”) for a term of one year. The Japan
Commitment-Lline is intended to provide liquidity and flex-
ibility for operating requirements in Japan. At Decem-
ber 31, 2009, the Company had no borrowings outstand-
ing under the Japan Commitment-Lline.

Conversion of Convertible Debentures

On February 15, 2009, the convertible debentures became
convertible at the option of the holder into cash and
shares of the Company’s common stock at any time prior
to maturity. During 2009, holders of $7 million of convert-
ible debentures elected to convert their holdings into cash
and shares. In addition, during January and February
2010, holders of $148 million of convertible debentures
elected to convert their holdings into cash and shares.

Other Cash Uses

As certain acquired BGl receivables are collected during
2010, it is anticipated that the Company will pay Barclays
approximately $190 million to settle certain non-interest
bearing notes assumed in the BGI Transaction.

In addition, BlackRock Institutional Trust Company,
National Association (“BTC"), a wholly-owned subsidiary
of the Company, expects to purchase approximately $300
million of additional Federal Reserve Bank stock dur-
ing the first quarter of 2010 pursuant to its regulatory
requirements.

Support of Two Enhanced Cash Funds

In December 2007, BlackRock entered into capital sup-
port agreements with the two enhanced cash funds
backed by letters of credit drawn under BlackRock’'s
existing credit facility. Pursuant to the capital support
agreements, BlackRock agreed to make subsequent
capital contributions to the funds to cover realized losses,
up to $100 million, related to specified securities held

by the funds. In December 2008, BlackRock’s maximum
potential obligation under the capital support agreements
was reduced to $45 million, and in 2009 both capital
support agreements were terminated, due to the closure
of the related funds. BlackRock provided approximately
$4 million of capital contributions to these funds for the
year ended December 31, 2009 under the capital support
agreements.

BlackRock holds debt securities it received in lieu of its
remaining investment in one fund and securities it directly
purchased from both enhanced cash funds prior to closure
of the funds in 2009. At December 31, 2009, the carrying
value of the remaining debt securities was $12 million.

In applying the provisions of ASC 810-10, Consolidation
("ASC 810-10"), BlackRock concluded that it was the
primary beneficiary of the two enhanced cash funds at
December 31, 2008, which resulted in consolidation of the
funds on its consolidated statements of financial condition.

Barclays Support of Certain Securities Lending Related
Cash Funds

Barclays has provided capital support agreements to
support certain securities lending related cash man-
agement products acquired by BlackRock in the BGI
Transaction. Pursuant to the terms of the capital support
agreements, Barclays agreed to cover losses on covered
securities within the products in the aggregate of up to
$2.2 billion from December 1, 2009 through December 1,
2013. BlackRock and Barclays have procedures in place
to determine loss events on covered securities within the
products and to ensure support payments from Barclays.
As of February 2010, Barclays’ remaining maximum
potential obligation in the aggregate under the capital
support agreements was $2.2 billion. At December 31,
2009, BlackRock concluded that although these funds
were variable interest entities, it was not the primary
beneficiary of these funds.

Capital Activities

On August 2, 2006, BlackRock announced that its Board
of Directors had authorized a share repurchase program
to purchase an additional 2.1 million shares of BlackRock
common stock. Pursuant to this repurchase program,
BlackRock may make repurchases from time to time, as
market conditions warrant, in the open market or in pri-
vately negotiated transactions at the discretion of manage-
ment. The Company repurchased 1,348,600 shares under
the program in open market transactions for approxi-
mately $200.9 million through December 31, 2007 and the
Company did not repurchase any additional shares under
the program during 2008 and 2009. As a result, the Com-
pany is currently authorized to repurchase an additional
751,400 shares under its share repurchase program.

Net Capital Requirements

The Company is required to maintain net capital in certain
regulated subsidiaries within a number of jurisdictions,
which is met in part by retaining cash and cash equiva-
lents in those jurisdictions. As a result, such subsidi-
aries of the Company may be restricted in their ability to
transfer cash between different jurisdictions and to their
parents. Additionally, transfers of cash between inter-
national jurisdictions, including repatriation to the United
States, may have adverse tax consequences that could
discourage such transfers.

BTC, a wholly-owned subsidiary of the Company, is
chartered as a national bank that does not accept client
deposits and whose powers are limited to trust activities.
BTC provides investment management services, includ-
ing investment advisory and securities lending agency
services to institutional investors and other clients. BTC
is subject to various regulatory capital and liquid asset
requirements administered by Federal banking agencies.

At December 31, 2009, the Company was required

to maintain approximately $857 million in net capital
at these subsidiaries, including BTC, and is in compli-
ance with all applicable regulatory minimum net
capital requirements.
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CONTRACTUAL OBLIGATIONS, COMMITMENTS AND CONTINGENCIES

The following table sets forth contractual obligations, commitments and contingencies by year of payment at

December 31, 2009:

[Dollar amounts in millions) 2010 2011 2012 2013 2014 Thereafter Total
Contractual obligations and commitments:
Short-term borrowings(! $2,234 $— $— $— $— $—  $2,234
Convertible debentures!" 249 — — — — — 249
Long-term borrowings")

2012 notes 1" " 511 - - - 533

2014 notes 35 35 35 35 1,035 — 1,175

2017 notes L4 44 44 L4 L4 831 1,051

2019 notes 50 50 50 50 50 1,250 1,500
Operating leases 135 121 1M 108 90 538 1,103
Purchase obligations 45 26 " 1 - - 83
Investment commitments 70 16 1 4 37 173 311
Total contractual obligations

and commitments 2,873 303 773 242 1,256 2,792 8,239
Contingent obligations:
Contingent distribution obligations 242 242 242 242 — — 968
Contingent payments related to

business acquisitions 9 750 — — — — 759
Total contractual obligations, commitments and

contingent obligations[Z] $3,124  $1,295 $1,015 $484  $1,256 $2,792  $9,966

(1 Amounts include principal repayments and interest payments.

(2] As of December 31, 2009, the Company had $225 million of net unrecognized tax benefits. Due to the uncertainty of timing and amounts that will ultimately be

paid, this amount has been excluded from the table above.

Long-Term Borrowings

At December 31, 2009, long-term borrowings were
$3.2 billion. Debt service and repayment requirements
are $140 million in each of 2010 and 2011, $640 million
in 2012, $129 million in 2013 and $1,129 million in 2014.

2017 Notes

In September 2007, the Company issued $700 million in
aggregate principal amount of 6.25% senior unsecured
notes maturing on September 15, 2017 (the “2017 Notes”).
A portion of the net proceeds of the Notes was used to
fund the initial cash payment for the acquisition of the
fund of funds business of Quellos and the remainder was
used for general corporate purposes. Interest is payable
semi-annually in arrears on March 15 and September 15
of each year, or approximately $44 million per year. The
2017 Notes may be redeemed prior to maturity at any
time in whole or in part at the option of the Company at

a “make-whole” redemption price. The 2017 Notes were
issued at a discount of $6 million, which is being amor-
tized over the ten-year term.

2012, 2014 and 2019 Notes

In December 2009, the Company issued $2.5 billion in
aggregate principal amount of unsecured and unsubor-
dinated obligations. These notes were issued as three
separate series of senior debt securities including

$0.5 billion of 2.25% notes, $1.0 billion of 3.50% notes and
$1.0 billion of 5.0% notes maturing in December 2012,
2014 and 2019, respectively. Net proceeds of this offering
were used to repay borrowings under our commercial
paper program, which was used to finance a portion of
the BGI Transaction, and for general corporate purposes.
Interest on these notes of approximately $96 million per
year is payable semi-annually in arrears on June 10

and December 10 of each year beginning June 10, 2010.

These notes may be redeemed prior to maturity at any
time in whole or in part at the option of the Company at
a “make-whole” redemption price. These notes were
issued collectively at a discount of $5 million, which

is being amortized over approximately a weighted

6.6 year term.

Convertible Debentures

In February 2005, the Company issued $250 million
aggregate principal amount of convertible debentures
due in 2035 and bearing interest at a rate of 2.625% per
annum. Interest payments are approximately $6 million
per year and are payable semi-annually in arrears on
February 15 and August 15 of each year. Beginning

in February 2009 the convertible debentures became
convertible at the option of the holders at any time.

At December 31, 2009, convertible debentures outstand-
ing were $243 million and on, and after, February 20,
2010 became callable by the Company at any time fol-
lowing not more than 60 but not less than 30 days notice.
On the contractual obligations table above, the remaining
$243 million principal balance of the convertible deben-
tures is assumed, although not determined, to be fully
repaid in 2010.

Short-Term Borrowings
2007 Facility

At December 31, 2009, the Company had $200 million
outstanding under the 2007 facility with an interest rate
of 0.44% and a maturity during February 2010. During
February 2010, the Company rolled over $100 million in
borrowings with a maturity date in May 2010.

Commercial Paper Program

At December 31, 2009, BlackRock had approximately
$2 billion of outstanding CP Notes with a weighted
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average interest rate of 0.20% and a weighted average
maturity of 23 days. Since December 31, 2009, the Com-
pany repaid approximately $1.4 billion of CP Notes with
proceeds from the long-term note issuances in December
2009 as well as operating cash flow. As of March 5, 2010,
BlackRock had $596 million of outstanding CP Notes with
a weighted average interest rate of 0.18% and a weighted
average maturity of 38 days. The Company expects to
repay the remaining balance with operating cash flow.

Operating Leases

The Company leases its primary office space under
agreements that currently expire through 2023. In con-
nection with certain lease agreements, the Company is
responsible for escalation payments. The contractual
obligations table above includes only guaranteed mini-
mum lease payments for such leases and does not pro-
ject potential escalation or other lease-related payments.
These leases are classified as operating leases and,

as such, are not recorded as liabilities on the consoli-
dated statements of financial condition.

In January 2010, the Company entered into an agree-
ment for a lease in London which began in February 2010
and will continue for twenty-five years, with the option to
renew for an additional five-year term. The lease provides
for total annual base rental payments of approximately
$22 million, which is subject to increase on each fifth
anniversary of the beginning of the lease.

Purchase Obligations

In the ordinary course of business, BlackRock enters
into contracts or purchase obligations with third par-
ties whereby the third parties provide services to or on
behalf of BlackRock. Purchase obligations included in the
contractual obligations table above represent executory
contracts, which are either non-cancelable or cancelable
with a penalty. At December 31, 2009, the Company’s
obligations primarily reflect standard service contracts
for portfolio, market data and office related services.
Purchase obligations are recorded on the Company’s
financial statements when services are provided and,

as such, obligations for services not received are not
included in the Company’s consolidated statement of
financial condition at December 31, 2009.

Investment/Loan Commitments

At December 31, 2009, the Company had $311 million of
various capital commitments to fund sponsored invest-
ment funds. This amount excludes additional commit-
ments made by consolidated funds of funds to underlying
third party funds as third party non-controlling interest
holders have the legal obligation to fund the respec-

tive commitments of such funds of funds. Generally, the
timing of the funding of these commitments is unknown.
Therefore, amounts are shown to be paid upon the expi-
ration date of the commitment. Actual payments could
be made at any time prior to such expiration date and,

if not called by that date, such commitments would
expire. These commitments have not been recorded

on the Company’s consolidated statements of financial
condition at December 31, 2009. The above schedule
does not include potential future commitments approved
by the Company’s Capital Committee, but which are not
yet legally binding commitments. The Company intends
to make additional capital commitments from time to
time to fund additional investment products for, and
with, its clients.

At December 31, 2009, the Company was committed to
provide financing of up to $60 million, until March 2010,
to Anthracite Capital, Inc. ("Anthracite”), a specialty com-
mercial real estate finance company that is managed

by a subsidiary of BlackRock. The financing is collateral-
ized by Anthracite pledging its ownership interest in a
real estate debt investment fund, which is also managed
by BlackRock. At December 31, 2009, $33.5 million of
financing was outstanding and remains outstanding as
of March 10, 2010, which is past its final maturity date

of March 5, 2010. At December 31, 2009, the value of

the collateral was estimated to be $12.5 million, which
resulted in a $21 million reduction in due from related
parties on the Company’'s consolidated statement of finan-
cial condition and an equal amount recorded in general
and administration expense in the year ended Decem-
ber 31, 2009. The Company has no obligation to lend
additional amounts to Anthracite under this facility.

The Company continues to evaluate the collectability

of the outstanding borrowings by reviewing the carrying
value of the net assets of the collateral, which fluctuates
each period.

As a general partner in certain private equity partner-
ships, the Company receives certain carried interest
distributions from the partnerships according to the
provisions of the partnership agreements. The Company
may, from time to time, be required to return all or a
portion of such distributions to the limited partners in the
event the limited partners do not achieve a certain return
as specified in the various partnership agreements.

Contingent Distribution Obligations

BlackRock has entered into an amended and restated
global distribution agreement with Merrill Lynch, which
requires the Company to make payments to Merrill Lynch
contingent upon sales of products and level of assets
under management maintained in certain BlackRock
products. The economic terms of the agreement will
remain in effect until January 2014. After such term,
the agreement will renew for one automatic three-year
extension if certain conditions are satisfied. The above
schedule reflects the Company’s estimated payments
for 2010, which due to uncertainty of asset levels and
future additional sales, has been held constant for 2011
through 2013.

Contingent Payments Related to Business Acquisitions
SSRM Holdings:

In January 2005, the Company closed its acquisition of
SSRM Holdings, Inc. from MetLife for adjusted consider-
ation of approximately $265 million in cash and 550,000
restricted shares of BlackRock common stock and certain
additional contingent payments. In January 2010, the fifth
anniversary of the closing of the SSR Transaction, MetLife
was entitled to receive an additional payment of $9 mil-
lion, which is expected to be paid in March 2010, based on
the Company’s retained AUM associated with the MetLife
defined benefit and defined contribution plans.

Quellos:

In connection with the Quellos Transaction, Quellos is
entitled to receive two contingent payments, subject to
achieving certain investment advisory base and perfor-
mance fee measures through December 31, 2010, totaling
up to an additional $969 million in a combination of cash
and stock.
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During second quarter 2009, the Company determined
the amount of the first contingent payment to be $219
million, of which $11 million was previously paid in

cash during 2008. Of the remaining $208 million, during
second quarter 2009, $156 million was paid in cash and
$52 million was paid in common stock, or approximately
330,000 shares based on a price of $157.33 per share.

The second contingent payment, of up to $595 million, is
payable in cash in 2011. Quellos may also be entitled to a
“catch-up” payment in 2011 if certain investment advisory
base fee measures are met through 2010 as the value of
the first contingent payment was less than $374 million.
A portion of the second contingent payment, not to exceed
$90 million, may be paid to Quellos based on factors
including the continued employment of certain employees
with BlackRock. Therefore, this portion, not to exceed $90
million, would be recorded as employee compensation.

The contractual obligation table above includes both the
maximum potential remaining payment of $155 million
related to the catch up payment associated with the first
contingent payment and $595 million related to the
second contingent payment.

The following items have not been included in the contrac-
tual obligations, commitments and contingencies table:

Compensation and Benefit Obligations

The Company has various compensation and benefit
obligations, including bonuses, commissions and incen-
tive payments payable, defined contribution plan match-
ing contribution obligations, and deferred compensation
arrangements, that are excluded from the table above
primarily due to uncertainties in their payout periods.
These arrangements are discussed in more detail in
Notes 15 and 16 to the consolidated financial statements
beginning on page 71 of this Annual Report. Accrued
compensation and benefits at December 31, 2009 totaled
$1,482 million and included incentive compensation of
$1,132 million, including $481 million related to BGl,
deferred compensation of $112 million and other com-
pensation and benefits related obligations of $238 mil-
lion. Incentive compensation was primarily paid in

the first quarter of 2010, while the deferred compensation
obligations are payable over periods up to five years.

Separate Account Liabilities

The Company’s two wholly-owned registered life insur-
ance companies in the United Kingdom maintain separate
account assets representing segregated funds held for
purposes of funding individual and group pension con-
tracts. The net investment income and net realized and
unrealized gains and losses attributable to these separate
account assets accrue to the contract owners and, as
such, an offsetting separate account liability is recorded.
At December 31, 2009, the Company had $119.6 billion

of assets and offsetting liabilities on the consolidated
statement of financial condition. The payment of these
contractual obligations is inherently uncertain and varies
by customer. As such, these liabilities have been excluded
from the contractual obligations table above.

Indemnifications

In many of the Company’s contracts, including the BGlI,
MLIM and Quellos Transaction agreements, BlackRock
agrees to indemnify third parties under certain circum-
stances. The terms of the indemnities vary from contract
to contract and the amount of indemnification liability,

if any, cannot be determined and has not been included
in the table above or recorded in the Company’s consoli-
dated statement of financial condition at December 31,
2009. See further discussion in Note 14 to the consoli-
dated financial statements beginning on page 71 of this
Annual Report.

CRITICAL ACCOUNTING POLICIES

The preparation of the consolidated financial statements
in conformity with GAAP requires management to make
estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contin-
gent assets and liabilities at the date of the consolidated
financial statements and the reported amounts of rev-
enues and expenses during the reporting periods. Actual
results could differ significantly from those estimates.
Management considers the following critical account-
ing policies important to understanding the consolidated
financial statements. For a summary of these and addi-
tional accounting policies as well as recent accounting
developments, see Note 2 to the consolidated financial
statements beginning on page 71 of this Annual Report.

Consolidation

The accounting method used for the Company’s invest-
ments is dependent upon the influence the Company has
over its investee. For investments where BlackRock can
exert control over the financial and operating policies of
the investee, which generally exists if there is a 50% or
greater voting interest or if partners or members of cer-
tain products do not have substantive rights, the investee
is consolidated into BlackRock’s financial statements.

Pursuant to ASC 810-10, for certain investments where
the risks and rewards of ownership are not directly linked
to voting interests (“variable interest entities” or “VIEs"],
an investee may be consolidated if BlackRock is con-
sidered the primary beneficiary of the VIE. The primary
beneficiary of a VIE is the party that absorbs a majority

of the entity’s expected losses, receives a majority of the
entity’s expected residual returns, or both, as a result of
holding variable interests.

Significant judgment is required in the determination of
whether the Company is the primary beneficiary of a VIE.
If the Company, together with its related party relation-
ships, is determined to be the primary beneficiary of a
VIE, the entity will be consolidated within BlackRock’s
consolidated financial statements. In order to determine
whether the Company is the primary beneficiary of a

VIE, management must make significant estimates and
assumptions of probable future cash flows and assign
probabilities to different cash flow scenarios. Assump-
tions made in such analyses include, but are not limited
to, market prices of securities, market interest rates,
potential credit defaults on individual securities or default
rates on a portfolio of securities, gain realization, liquidity
or marketability of certain securities, discount rates and
the probability of certain other outcomes.

As of December 31, 2009, the Company was the primary
beneficiary of one VIE, a private equity fund of funds,
resulting in the consolidation of the fund on its consoli-
dated financial statements.

The Company, as general partner or managing member
of its funds, is generally presumed to control funds that
are limited partnerships or limited liability companies.
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Pursuant to ASC 810-20, Control of Partnerships and
Similar Entities ("ASC 810-20"), the Company reviews such
investment vehicles to determine if such a presumption
can be overcome by determining if other non-affiliated
partners or members of the limited partnership or limited
liability company have the substantive ability to dissolve
(liquidate) the investment vehicle, or otherwise to remove
BlackRock as the general partner or managing member
without cause based on a simple unaffiliated majority

vote, or have other substantive participating rights. If the
investment vehicle is not a VIE and the presumption of
control is not overcome, the investment vehicle will be
consolidated into BlackRock's financial statements.

At December 31, 2009 and 2008, as a result of consolida-
tion of various investment products under the consoli-
dation policies described above, the Company had the
following balances on its consolidated statements of
financial condition:

December 31, 2009 December 31, 2008

Cash and cash equivalents $75 $61
Investments 463 728
Other net assets (liabilities) (7) 12
Non-controlling interests (273) (491)
Total exposure to consolidated investment funds $258 $310

The Company has retained the specialized accounting of
these investment funds pursuant to ASC 810-10.

Investments
Equity Method Investments

For equity investments where BlackRock does not control
the investee, and where the Company is not the primary
beneficiary of a VIE, but can exert significant influence
over the financial and operating policies of the investee,
the Company uses the equity method of accounting. The
evaluation of whether the Company exerts control or
significant influence over the financial and operational
policies of its investees requires significant judgment
based on the facts and circumstances surrounding

each individual investment. Factors considered in these
evaluations may include the type of investment, the legal
structure of the investee, the terms and structure of the
investment agreement including investor voting or other
rights, the terms of BlackRock's advisory agreement or
other agreements with the investee, any influence
BlackRock may have on the governing board of the
investee, the legal rights of other investors in the entity
pursuant to the fund’s operating documents and the
relationship between BlackRock and other investors

in the entity.

Substantially all of BlackRock’s equity method investees
are investment companies which record their underlying
investments at fair value. Therefore, under the equity
method of accounting, BlackRock’s share of the investee’s
underlying net income predominantly represents fair
value adjustments in the investments held by the equity
method investees. BlackRock’s share of the investee’s
underlying net income or loss is based upon the most
currently available information and is recorded as non-
operating income (expense] for investments in investment
companies, or as other revenue for operating or advisory
company investments, which are recorded in other assets,
since such operating or advisory companies are consid-
ered to be connected to BlackRock’s core business.

At December 31, 2009, the Company had $405 million
and $36 million of equity method investments, including
equity method investments held for deferred compen-
sation, reflected within investments and other assets,
respectively, and at December 31, 2008 the Company had
$531 million and $14 million of equity method investees
reflected in investments and other assets, respectively.

Impairment of Investments

The Company’s management periodically assesses its
equity method, available-for-sale, held-to-maturity

and cost investments for impairment. If circumstances
indicate that impairment may exist, investments are
evaluated using market values, where available, or the
expected future cash flows of the investment. If the undis-
counted expected future cash flows are lower than the
Company’s carrying value of the investment, an impair-
ment charge is recorded to the consolidated statements
of income.

When the fair value of an available-for-sale security is
lower than its cost or amortized cost value, the Company
evaluates the security to determine whether the impair-
ment is considered “other-than-temporary.”

In making this determination for equity securities, the
Company considers, among other factors, the length of
time the security has been in a loss position, the extent
to which the security’'s market value is less than its cost,
the financial condition and near-term prospects of the
security’s issuer and the Company’s ability and intent to
hold the security for a period of time sufficient to allow
for recovery of such unrealized losses. If the impairment
is considered other-than-temporary, a charge is recorded
to the consolidated statements of income.

In making this determination for debt securities, the
Company considers if it: (1) has the intent to sell the
security, (2] is more likely than not that an entity will be
required to sell the security before recovery, or (3) does
not expect to recover the entire amortized cost basis

of the security. If the Company does not intend to sell a
security and it is not more likely than not that the entity
will be required to sell the security, but the security has
suffered a credit loss, the impairment charge will be
separated into the credit loss component, which would be
recorded in earnings, and the remaining portion would be
recorded in other comprehensive income.

For the years ended December 31, 2009, 2008 and 2007,
the Company recorded other-than-temporary impair-
ments of $5 million, including $2 million related to credit
loss impairments on debt securities, $8 million and $16
million, respectively, related to debt securities and CDO
available-for-sale investments, which were recorded

in non-operating income (expense) on the consolidated
statements of income.
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The $2 million credit loss impairment in 2009 was deter-
mined by comparing the estimated discounted cash flows
versus the amortized cost for each individual security.
The other-than-temporary impairments related to debt
securities were due to adverse credit conditions for a debt
instrument that was purchased from an enhanced cash
management fund in which the Company determined

that it did not have the ability to hold the securities for

a period of time sufficient to allow for recovery of such
unrealized losses.

Evaluations of securities impairments involves significant
assumptions and management judgments, which could
differ from actual results, and these differences could
have a material impact on the Company’s consolidated
statements of income.

Fair Value Measurements

BlackRock adopted the applicable provisions of

ASC 820-10, Fair Value Measurements and Disclosures
("ASC 820-10"), as of January 1, 2008, which require,
among other things, enhanced disclosures about assets
and liabilities that are measured and reported at fair
value. The provisions of ASC 820-10 establish a hierarchy
that prioritizes inputs to valuation techniques used to
measure fair value and requires companies to disclose
the fair value of their financial instruments according

to a fair value hierarchy [i.e., Level 1, 2 and 3 inputs,

as defined). The fair value hierarchy gives the highest
priority to quoted prices (unadjusted) in active markets
for identical assets or liabilities and the lowest prior-

ity to unobservable inputs. Additionally, companies are
required to provide enhanced disclosure regarding instru-
ments in the Level 3 category (which have inputs to the
valuation techniques that are unobservable and require
significant management judgment), including a reconcili-
ation of the beginning and ending balances separately
for each major category of assets and liabilities.

Financial instruments measured and reported at fair
value are classified and disclosed in one of the following
categories:

Level 1 Inputs — Quoted prices (unadjusted) in active
markets for identical assets or liabilities at the report-
ing date. Level 1 assets include listed mutual funds
and equities.

Level 2 Inputs — Quoted prices for similar assets or
liabilities in active markets; quoted prices for identical
or similar assets or liabilities that are not active; and
inputs other than quoted prices that are observable,
such as models or other valuation methodologies.
Assets that generally are included in this category may
include debt securities, short-term floating rate notes
and asset-backed securities, securities held within
consolidated hedge funds, certain limited partnership
interests in hedge funds in which the valuations for
substantially all of the investments within the fund are
based upon Level 1 or Level 2 inputs, restricted public
securities valued at a discount, as well as over-the-
counter derivatives, including interest and inflation rate
swaps and foreign exchange currency contracts that
have inputs to the valuations that can be generally
corroborated by observable market data.

Level 3 Inputs — Unobservable inputs for the valuation
of the asset or liability, which may include non-binding
broker quotes. Level 3 assets include investments

for which there is little, if any, market activity. These

inputs require significant management judgment or
estimation. Assets included in this category generally
include general and limited partnership interests in
private equity funds, funds of private equity funds,

real estate funds, hedge funds, and funds of hedge
funds, direct private equity investments held within
consolidated funds and certain held for sale real estate
disposal assets.

Level 3 inputs include BlackRock capital accounts for

its partnership interests in various alternative invest-
ments. BlackRock’s $687 million of Level 3 investments
at December 31, 2009 primarily include co-investments
in private equity fund of funds and private equity funds,
funds of hedge funds as well as funds that invest in
distressed credit and mortgage securities and real estate
equity products. Many of these investees are investment
companies, which record their underlying investments

at fair value based on fair value policies established by
management of the underlying fund, which could include
BlackRock employees. Fair value policies at the under-
lying fund generally utilize pricing information from

third party sources, however, in some instances current
valuation information, for illiquid securities or securities
in markets that are not active, may not be available from
any third party source or fund management may conclude
that the valuations that are available from third party
sources are not reliable. In these instances fund manage-
ment may perform model-based analytical valuations
that may be used to value these investments.

The Company’s assessment of the significance of a par-
ticular input to the fair value measurement in its entirety
requires judgment and considers factors specific to the
financial instrument.

During the year ended December 31, 2009, the Company
reclassified approximately $22 million of net investments
out of Level 3. The majority of the net reclassification
was related to an equity method investment, for which
the Company determined that the capital account of

the investment fund no longer represented fair value as
determined under fair value methodologies.

Changes in value on approximately $932 million of invest-
ments will impact the Company’s non-operating income
(expense), approximately $73 million will impact accumu-
lated other comprehensive income and the $44 million
remainder are not held at fair value. As of December 31,
2009, changes in fair value of approximately $463 mil-
lion of such investments within consolidated sponsored
investment funds will also impact BlackRock’s non-
controlling interests expense on the consolidated state-
ments of income. BlackRock's net exposure to changes

in fair value of such consolidated sponsored investment
funds is $258 million.

BlackRock reports its investments on a GAAP basis,
which includes investment balances, which are owned
by sponsored investment funds that are deemed to

be controlled by BlackRock in accordance with GAAP
and therefore are consolidated even though BlackRock
may not own a majority of such funds. As a result,
management reviews its investments on an “economic”
basis, which eliminates the portion of investments that
do not impact BlackRock’s book value. BlackRock’s
management does not advocate that investors consider
such non-GAAP measures in isolation from, or as a
substitute for, financial information prepared in accor-
dance with GAAP.
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The following table represents investments measured at fair value on a recurring basis at December 31, 2009:

Quoted prices  Significant
in active other Significant Other

markets for  observable unobservable investments Investments at
identical assets inputs inputs not held at December 31,
(Dollar amounts in millions) (Level 1) (Level 2) (Level 3) fair value®® 2009
Total investments, GAAP $193 $84 $687 $85 $1,049

Net assets for which the Company

does not bear “economic”

exposure!! (31) (11) (163) — (205)
Net “economic” investments(? $162 $73 $524 $85 $844

(11" Consists of net assets attributable to non-controlling investors of consolidated sponsored investment funds.

12 Includes BlackRock’s portion of cash and cash equivalents, investments, other assets, accounts payable and accrued liabilities, and other liabilities that are

consolidated from sponsored investment funds.

3] Comprised of equity method investments, which include investment companies, and other assets, which in accordance with GAAP are not accounted for under
a fair value measure. In accordance with GAAP, certain equity method investees do not account for both their financial assets and financial liabilities under fair
value measures, therefore the Company’s investment in such equity method investees may not represent fair value.

Goodwill and Intangible Assets

At December 31, 2009, the carrying amounts of the Com-
pany’s goodwill and intangible assets were as follows:

(Dollar amounts in millions) December 31, 2009

Goodwill $12,570
Intangible assets
Indefinite-lived
Management contracts 15,163
Trade names/trademarks 1,403
Finite-lived, net of
accumulated amortization
Management contracts 1,077
Other 5
Total goodwill and intangible assets $30,218

The value of contracts acquired in a business acquisition
to manage assets in proprietary open- and closed-end
investment funds as well as common trust funds without
a specified termination date is classified as an indefinite-
lived intangible asset. The assignment of indefinite lives
to such investment fund contracts is based upon the
assumption that there is no foreseeable limit on the
contract period to manage these funds due to the likeli-
hood of continued renewal at little or no cost. Goodwill
represents the cost of a business acquisition in excess of
the fair value of the net assets acquired. In accordance
with the applicable provisions of ASC 350, /ntangibles—
Goodwill and Other ("ASC 3507}, indefinite-lived intan-
gible assets and goodwill are not amortized. Finite-lived
management contracts are amortized over their remain-
ing expected useful lives, which, at December 31, 2009,
ranged from 4 years to 15 years with a weighted average
remaining estimated useful life of 7.2 years.

Goodwill

The Company assesses its goodwill for impairment at
least annually, considering such factors as the book value
and the market capitalization of the Company. At July 31,
2009 the impairment test that was performed indicated
no impairment charges were required. The Company con-
tinues to monitor its book value per share as compared to
closing prices of its common stock for potential indica-
tors of impairment. At December 31, 2009 the Company’s
common stock closed at $232.20, which exceeded its
book value of approximately $128.86 per share.

Indefinite-Lived and Finite-Lived Intangibles

The Company assesses its indefinite-lived management
contracts for impairment at least annually, considering
such factors as AUM, product mix, product margins, and
projected cash flows to determine whether the values

of each asset are impaired and whether the indefinite-
life classification is still appropriate. The fair value of
indefinite-lived intangible assets is determined based on
the discounted value of expected future cash flows. The
fair value of finite-lived intangible assets is reviewed at
least annually to determine whether circumstances exist,
which indicate there may be a potential impairment.

In addition, if such circumstances are considered to exist,
the Company will perform an impairment test, using an
undiscounted cash flow analysis. If the asset is deter-
mined to be impaired, the difference between the book
value of the asset and its current fair value is recognized
as an expense in the period in which the impairment

is determined.

Expected future cash flows are estimated using many
variables, which require significant management judg-
ment, including market interest rates, equity prices,
credit default ratings, discount rates, revenue multiples,
inflation rates and AUM growth rates. Actual results
could differ from these estimates, which could materi-
ally impact the impairment conclusion. In 2009, 2008 and
2007 the Company performed impairment tests, which
indicated no impairment charges were required. The
Company continues to monitor various factors, including
AUM, for potential indicators of impairment.

In addition, management judgment is required to
estimate the period over which intangible assets will
contribute to the Company’s cash flows and the pattern
in which these assets will be consumed. A change in the
remaining useful life of any of these assets, or the reclas-
sification of an indefinite-lived intangible asset to a finite-
lived intangible asset, could have a significant impact

on the Company’s amortization expense, which was

$147 million, $146 million and $130 million for the years
ended December 31, 2009, 2008 and 2007, respectively.

Income Taxes

The Company accounts for income taxes under the asset
and liability method prescribed by ASC 740. Deferred

tax assets and liabilities are recognized for the future
tax consequences attributable to temporary differences
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between the financial statement carrying amount of
existing assets and liabilities and their respective tax
bases using currently enacted tax rates. The effect of a
change in tax rates on deferred tax assets and liabilities
is recognized in income in the period that includes the
enactment date.

BlackRock adopted the applicable provisions of ASC 740
on January 1, 2007 related to uncertainties in income
taxes. ASC 740 clarifies the accounting for uncertainty in
income taxes recognized in a company’s financial state-
ments. ASC 740 prescribes a threshold for measurement
and recognition in the financial statements of an asset or
liability resulting from a tax position taken or expected to
be taken in an income tax return. ASC 740 also provides
guidance on, among other things, de-recognition of
deferred tax assets and liabilities and interest and penal-
ties on uncertain tax positions.

The application of ASC 740 requires management to
make estimates of the ranges of possible outcomes,

the probability of favorable or unfavorable tax outcomes
and potential interest and penalties related to such
unfavorable outcomes, which require significant manage-
ment judgment. Actual future tax consequences of uncer-
tain tax positions may be materially different than the
Company’s current estimates. At December 31, 2009,
BlackRock had $285 million of gross unrecognized

tax benefits, of which $184 million, if recognized,

would affect the effective tax rate.

In accordance with ASC 740, management is required

to estimate the timing of the recognition of deferred tax
assets and liabilities, make assumptions about the future
deductibility of deferred tax assets and assess deferred
tax liabilities based on enacted tax rates for the appro-
priate tax jurisdictions to determine the amount of such
deferred tax assets and liabilities. At December 31, 2009,
the Company had net deferred tax assets of $23 million
and net deferred tax liabilities of approximately $5,526
million on the consolidated statements of financial condi-
tion. Changes in the calculated deferred tax assets and
liabilities may occur in certain circumstances, includ-
ing statutory income tax rate changes, statutory tax law
changes, changes in the anticipated timing of recogni-
tion of deferred tax assets and liabilities or changes

in the structure or tax status of the Company. ASC 740
requires the Company to assess whether a valuation
allowance should be established against its deferred tax
assets based on consideration of all available evidence,
both positive and negative, using a more likely than not
standard. This assessment considers, among other mat-
ters, the nature, frequency and severity of recent losses,
forecast of future profitability, the duration of statutory
carry back and carry forward periods, the Company’s
experience with tax attributes expiring unused, and tax
planning alternatives.

As of December 31, 2009, the Company has recorded a
deferred tax asset of $163 million for unrealized invest-
ment losses; however, no valuation allowance has been
established because the Company expects to be able to
carry back a portion of its unrealized capital losses when
realized, hold certain equity method investments which
include fixed income securities over a period sufficient
for them to recover their unrealized losses, and generate
future capital gains sufficient to offset the unrealized cap-
ital losses. Based on the weight of available evidence, it
is more likely than not that the deferred tax asset will be

realized. However, changes in circumstance could cause
the Company to revalue its deferred tax balances with
the resulting change impacting the income statement in
the period of the change. Such changes may be material
to the Company’s consolidated financial statements. See
Note 21 to the consolidated financial statements begin-
ning on page 71 of this Annual Report for further details.

Further, the Company records its income taxes based
upon its estimated income tax liability or benefit. The
Company'’s actual tax liability or benefit may differ from
the estimated income tax liability or benefit. The Com-
pany had current income taxes receivable of approxi-
mately $271 million and current income taxes payable of
$96 million at December 31, 2009.

Revenue Recognition

Investment advisory and administration fees are recog-
nized as the services are performed. Such fees are based
on pre-determined percentages of the market value

of AUM or, in the case of certain real estate separate
accounts, net operating income generated by the under-
lying properties, and are affected by changes in AUM,
including market appreciation or depreciation and net
subscriptions or redemptions. Investment advisory and
administration fees for investment funds are shown net of
fees waived pursuant to contractual expense limitations
of the funds or voluntary waivers. Certain real estate fees
are earned upon the acquisition or disposition of proper-
ties in accordance with applicable investment manage-
ment agreements and are recognized at the closing of
the respective real estate transactions.

The Company contracts with third parties, as well as
related parties, for various mutual fund distribution

and shareholder servicing to be performed on behalf of
certain non-U.S. funds managed by the Company. Such
arrangements generally are priced as a portion of the
management fee paid by the fund. In certain cases, the
fund takes on the primary responsibility for payment for
services such that BlackRock bears no credit risk to the
third party. The Company accounts for such retrocession
arrangements in accordance with ASC 605-45, Revenue
Recognition—Principal Agent Considerations ("ASC 605-45"),
and records its investment advisory and administration
fees net of retrocessions. Retrocessions for the years
ended December 31, 2009, 2008 and 2007 were $611 mil-
lion, $762 million and $780 million, respectively. The Com-
pany has additional contracts for similar services with
third parties, which due to the terms of the contracts,

are recorded as distribution and servicing costs on the
consolidated statements of income.

The Company earns revenue by lending securities on
behalf of clients, primarily to brokerage institutions.
Such revenues are accounted for on an accrual basis.
The securities loaned are secured by collateral in the
form of cash and securities, ranging from 102% to 108%
of the value of the loaned securities. The net income
earned on the collateral is shared between the Company
and the funds or other third-party accounts managed

by the Company from which the securities are borrowed.
For the years ended December 31, 2009, 2008 and 2007,
securities lending revenue totaled $36 million, $25 mil-
lion and $27 million, respectively, and is recorded in
investment advisory, administration fees and securities
lending revenue on the consolidated statements

of income.
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Investment advisory, administration fees and securities
lending revenue are reported together as the fees for
these services are often agreed upon with clients as

a bundled fee.

The Company may also receive performance fees or
incentive allocations from certain actively managed
investment funds and certain separately managed
accounts which are primarily alternative, equity or multi-
asset class products. These performance fees generally
are earned upon exceeding specified relative or absolute
investment return thresholds. Such fees are recorded
upon completion of the measurement periods, which vary
by product or account and could be monthly, quarterly,
annually or longer. For the years ended December 31,
2009, 2008 and 2007, performance fee revenue totaled
$202 million, $177 million and $350 million, respectively.

In addition, the Company may receive carried interest

in the form of an investment capital allocation or cash
from certain alternative investment funds upon exceed-
ing performance thresholds. However, BlackRock may
be required to return all, or part, of such carried inter-
est depending upon performance of these investment
products in future periods. Therefore, BlackRock records
carried interest subject to such claw-back provisions

as performance fees on its consolidated statements of
income upon the earlier of the termination of the alterna-
tive investment fund or when the likelihood of claw-back
is mathematically improbable. The Company records a
deferred carried interest liability to the extent it receives
cash or capital allocations prior to meeting the revenue
recognition criteria. At December 31, 2009 and 2008, the
Company had $13 million and $21 million, respectively,
of deferred carried interest recorded in other liabilities on
the consolidated statements of financial condition. The
ultimate recognition of revenue, if any, for these products
is unknown.

Fees earned for BlackRock Solutions, which include
advisory services, are recorded as services are performed
and are determined using some, or all, of the follow-

ing methods: (i) fixed fees, (ii) percentages of various
attributes of advisory assets under management and

(iii) performance fees if contractual thresholds are met.
Revenue earned on advisory assignments was comprised
of one-time advisory and portfolio structuring fees and
ongoing fees based on AUM of the respective portfolio
assignment. For the years ended December 31, 2009,
2008 and 2007, BlackRock Solutions and advisory revenue
totaled $477 million, $393 million and $190 million,
respectively.

Adjustments to revenue arising from initial estimates
historically have been immaterial since the majority of
BlackRock’s investment advisory and administration
revenue is calculated based on the fair value of AUM
and since the Company does not record revenues until
performance thresholds have been exceeded and the
likelihood of claw-back of carried interest is mathemati-
cally improbable.

Related Party Transactions

See related party transactions discussion in Note 17
to the consolidated financial statements beginning on
page 71 of this Annual Report.

QUANTITATIVE AND QUALITATIVE DISCLOSURES
ABOUT MARKET RISK

AUM Market Price Risk

BlackRock’s investment management revenues are
comprised of fees based on a percentage of the

value of AUM and, in some cases, performance fees
expressed as a percentage of the returns realized on
AUM. At December 31, 2009, the majority of our invest-
ment advisory and administration fees were based on
average or period end AUM of the applicable investment
funds or separate accounts. Movements in equity market
prices, interest rates/credit spreads, foreign exchange
rates, or all three could cause the value of AUM to
decline, which would result in lower investment advisory
and administration fees.

Corporate Investments Portfolio Risks

As a leading investment management firm, BlackRock
devotes significant resources across all of its opera-
tions to identifying, measuring, monitoring, managing
and analyzing market and operating risks, including the
management and oversight of its own investment port-
folio. The Board of Directors of the Company has adopted
guidelines for the review of investments to be made by
the Company, requiring, among other things, that all
investments be reviewed by the Company’s Capital Com-
mittee, which consists of senior officers of the Company,
and that certain investments may be referred to the Audit
Committee or the Board of Directors depending on the
circumstances for approval.

In the normal course of its business, BlackRock is
exposed to equity market price risk, interest rate/credit
spread risk and foreign exchange rate risk associated
with its corporate investments.

BlackRock has investments primarily in sponsored
investment products that invest in a variety of asset
classes including real estate, private equity and hedge
funds. Investments generally are made for co-investment
purposes, to establish a performance track record, to
hedge exposure to certain deferred compensation plans
or for regulatory purposes. Currently, the Company has

a seed capital hedging program in which it enters into
total return swaps to hedge exposure to certain equity
investments. At December 31, 2009, the outstanding total
return swaps had an aggregate notional value of approxi-
mately $36 million.

At December 31, 2009, approximately $463 million

of BlackRock'’s total investments were maintained in
sponsored investment funds that are deemed to be
controlled by BlackRock in accordance with GAAP and
therefore are consolidated even though BlackRock may
not own a majority of such funds. Excluding the impact of
investments made to hedge exposure to certain deferred
compensation plans and certain equity investments that
are hedged via the seed capital hedging program, the
Company’s net economic exposure to its investment
portfolio is as follows.
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Year ended December 31, Variance

(Dollar amounts in millions) 2009 2008 Amount %
Total investments, GAAP $1,049 $1,429 $(380) (27%)
Investments held by consolidated sponsored

investment funds (463) (728) 265 36%
Net exposure to consolidated investment funds 258 310 (52) (17%)
Total net “economic” investments 844 1,011 (167) (17%)
Deferred compensation investments (71) (59] (12) (20%])
Hedged investments (36) (49) 13 27%
Total net “economic” investment exposure $737 $903 $(166) (18%)

The net “economic” investment exposure of the portfolio
is presented in either the market price or the interest
rate/credit spread risk disclosures below:

Market Price Risk

At December 31, 2009, the Company’s net exposure to
market price risk in its investment portfolio was approxi-
mately $455 million of the Company’s net economic
investment exposure. Investments that are subject to
market price risk include public equity and real estate
investments as well as certain hedge funds. The Com-
pany estimates that a 10% adverse change in market
prices would result in a decrease of approximately

$45.5 million in the carrying value of such investments.

Interest Rate/Credit Spread Risk

At December 31, 2009, the Company was exposed to
interest-rate risk and credit spread risks as a result

of approximately $282 million of investments in debt
securities and sponsored investment products that invest
primarily in debt securities. Management considered a
hypothetical 100 basis point fluctuation in interest rates
or credit spreads and estimates that the impact of such a
fluctuation on these investments, in the aggregate, would
result in a decrease, or increase, of approximately $5 mil-
lion in the carrying value of such investments.

Foreign Exchange Rate Risk

As discussed above, the Company invests in sponsored
investment products that invest in a variety of asset
classes. The carrying value of the net economic invest-
ment exposure denominated in foreign currencies,
primarily the Euro, British pound sterling, Korean won
and Australian dollars, was $89 million. A 10% adverse
change in foreign exchange rates would result in
approximately a $9 million decline in the carrying value
of such investments.

RISK FACTORS

As a leading investment management firm, risk is an
inherent part of BlackRock’s business. Global markets,
by their nature, are prone to uncertainty and subject
participants to a variety of risks. While BlackRock devotes
significant resources across all of its operations to iden-
tify, measure, monitor, manage and analyze market and
operating risks, BlackRock’s business, financial condi-
tion, operating results or non-operating results could

be materially adversely affected, however, by any of the
following risks.

Risks Related to BlackRock’s Business and Competition

Changes in the value levels of the capital markets or
other asset classes could lead to a decline in revenues
and earnings.

BlackRock’s investment management revenues are
primarily comprised of fees based on a percentage of

the value of AUM and, in some cases, performance fees
expressed as a percentage of the returns earned on AUM.
Movements in equity market prices, interest rates, foreign
exchange rates, or all three could cause the following,
which would result in lower investment advisory, admin-
istration and performance fees or earnings:

the value of AUM to decrease;
e the returns realized on AUM to decrease;

e clients to withdraw funds in favor of products in
markets that they perceive offer greater opportunity
and that BlackRock does not serve;

e clients to rebalance assets away from products
that BlackRock manages into products that it does
not manage;

e clients to rebalance assets away from products that
earn higher fees into products with lower fees; and

e animpairment to the value of intangible assets
and goodwill.

Poor investment performance could lead to the loss of
clients and a decline in revenues and earnings.

The Company’s management believes that investment
performance is one of the most important factors for the
growth and retention of AUM. Poor investment perfor-
mance relative to applicable portfolio benchmarks or to
competitors could reduce revenues and cause earnings
to decline as a result of:

e existing clients withdrawing funds in favor of better
performing products, which could result in lower
investment advisory and administration fees;

¢ the diminishing ability to attract funds from existing
and new clients;

e the Company earning minimal or no performance
fees; and

e an impairment to the value of intangible assets and
goodwill.

BlackRock may elect to provide support to its products

from time to time.

BlackRock may, at its option, from time to time support
investment products through capital or credit support.
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See, “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Liquidity and Capi-
tal Resources.” Such support utilizes capital that would
otherwise be available for other corporate purposes.
Losses on such support, or failure to have or devote
sufficient capital to support products, could have an
adverse impact on revenues and earnings.

Changes in the value levels of the capital markets or
other asset classes could lead to a decline in the value
of investments that BlackRock owns.

At December 31, 2009, BlackRock held approximately
$1 billion of investments that are reflected on its state-
ment of financial condition. Approximately $0.5 billion of
this amount is the result of consolidation of certain spon-
sored investment funds. BlackRock’s economic interest
in these investments is primarily the result of seed

and co-investments in its sponsored investment funds.
A decline in the prices of stocks or bonds, or the value
of real estate or other alternative investments within or
outside the United States could lower the value of these
investments and result in a decline of non-operating
income and increased volatility to earnings.

Continued capital losses on investments could have
adverse income tax consequences.

The Company may generate realized and unrealized
capital losses on seed investments and co-investments.
Realized capital losses may be carried back three years
and carried forward five years and offset against realized
capital gains for federal income tax purposes. The Com-
pany has unrealized capital losses for which a deferred
tax asset has been established. In the event such unreal-
ized losses are realized, the Company may not be able to
offset such losses within the carryback or carryforward
period or from future realized capital gains, in which case
the deferred tax asset will not be realized. The failure to
utilize the deferred tax asset could materially increase
BlackRock’s income tax expense.

The soundness of other financial institutions could
adversely affect BlackRock.

Financial services institutions are interrelated as a result
of trading, clearing, counterparty, or other relationships.
BlackRock, and the products and accounts that it man-
ages, have exposure to many different industries and
counterparties, and routinely execute transactions with
counterparties in the financial services industry, includ-
ing brokers and dealers, commercial banks, investment
banks, mutual and hedge funds, and other institutional
clients. Many of these transactions expose BlackRock or
the funds and accounts that it manages to credit risk in
the event of default of its counterparty or client. There is
no assurance that any such losses would not materially
and adversely impact BlackRock’s revenues and earnings.

The failure or negative performance of products of other
financial institutions could lead to reduced AUM in similar
products of BlackRock without regard to the performance
of BlackRock'’s products.

The failure or negative performance of products of other
financial institutions could lead to a loss of confidence

in similar products of BlackRock without regard to the
performance of BlackRock's products. Such a negative
contagion could lead to withdrawals, redemptions and
liquidity issues in such products and have a material
adverse impact on our AUM, revenues and earnings.

Loss of key employees could lead to the loss of clients and
a decline in revenues.

The ability to attract and retain quality personnel has con-
tributed significantly to BlackRock’s growth and success
and is important to attracting and retaining clients. The
market for qualified fund managers, investment analysts,
financial advisers and other professionals is competi-
tive. There can be no assurance that the Company will

be successful in its efforts to recruit and retain required
personnel. Loss of key personnel could have an adverse
effect on the Company.

BlackRock'’s investment advisory contracts may be
terminated or may not be renewed by clients and
the liquidation of certain funds may be accelerated
at the option of investors.

Separate account and commingled trust clients may
terminate their investment management contracts
with BlackRock or withdraw funds on short notice.
The Company has, from time to time, lost separate
accounts and could, in the future, lose accounts

or significant AUM under various circumstances such
as adverse market conditions or poor performance.

Additionally, BlackRock manages its U.S. mutual funds
and exchanged traded funds under management con-
tracts with the funds that must be renewed and approved
by the funds’ boards of directors annually. A majority of
the directors of each mutual fund are independent from
BlackRock. Consequently, there can be no assurance
that the board of directors of each fund managed by the
Company will approve the fund’'s management contract
each year, or will not condition its approval on the terms
of the management contract being revised in a way that is
adverse to the Company.

Further, the governing agreements of many of the Com-
pany’s private investment funds generally provide that,
subject to certain conditions, investors in those funds,
and in some cases independent directors of those funds,
may remove the investment adviser, general partner or
the equivalent of the fund or liquidate the fund without
cause by a simple majority vote, resulting in a reduction
in the management or performance fees as well as the
total carried interest BlackRock could earn.

Failure to comply with client contractual requirements
and/or guidelines could result in damage awards against
BlackRock and loss of revenues due to client terminations.

When clients retain BlackRock to manage assets or
provide products or services on their behalf, they specify
guidelines or contractual requirements that the Company
is required to observe in the provision of its services.

A failure to comply with these guidelines or contractual
requirements could result in damage to BlackRock’s
reputation or in its clients seeking to recover losses,
withdrawing their AUM or terminating their contracts,
any of which could cause the Company’s revenues and
earnings to decline.

Competitive fee pressures could reduce revenues and
profit margins.

The investment management business is highly competi-
tive and has relatively low barriers to entry. To the extent
that the Company is forced to compete on the basis of
price, it may not be able to maintain its current fee struc-
ture. Fee reductions on existing or future new business
could cause revenues and profit margins to decline.
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Performance fees may increase earnings volatility, which
could decrease BlackRock's stock price.

A portion of the Company’s revenues is derived from
performance fees on investment and risk management
advisory assignments. In most cases, performance fees
are based on relative or absolute investment returns,
although in some cases they are based on achieving
specific service standards. Generally, the Company is
entitled to performance fees only if the returns on the
related portfolios exceed agreed-upon periodic or cumu-
lative return targets. If these targets are not exceeded,
performance fees for that period will not be earned and,
if targets are based on cumulative returns, the Company
may not earn performance fees in future periods. Perfor-
mance fees will vary from period to period in relation to
volatility in investment returns and the timing of revenue
recognition, causing earnings to be more volatile. The
volatility in earnings may decrease BlackRock'’s stock
price. Performance fees represented $202 million, or 4%,
of total revenue for the year ended December 31, 2009.

Additional acquisitions may decrease earnings and harm
the Company’s competitive position.

BlackRock employs a variety of strategies intended to
enhance earnings and expand product offerings in order
to improve profit margins. These strategies have included
smaller-sized lift-outs of investment teams and acquisi-
tions of investment management businesses, such as the
MLIM, Quellos and BGI Transactions. These strategies
may not be effective and failure to successfully develop
and implement these strategies may decrease earn-

ings and harm the Company’s competitive position in the
investment management industry. In the event BlackRock
pursues additional sizeable acquisitions, it may not be
able to find suitable businesses to acquire at acceptable
prices and it may not be able to successfully integrate or
realize the intended benefits from such acquisitions.

Risks Related to BlackRock’s Operations

Failure to maintain adequate infrastructure could impede
BlackRock'’s productivity and growth.

The Company’s infrastructure, including its technological
capacity, data centers, backup facilities and office space,
is vital to the competitiveness of its business. The failure
to maintain an adequate infrastructure commensurate
with the size and scope of its business, including any
expansion, could impede the Company’s productivity and
growth, which could cause the Company’s earnings or
stock price to decline.

Operating in international markets increases BlackRock’s
operational, regulatory and other risks.

As a result of BlackRock’s extensive international busi-
ness activities, the Company faces increased operational,
regulatory, reputational and foreign exchange rate risks.
The failure of the Company’s systems of internal control
to properly mitigate such additional risks, or of its operat-
ing infrastructure to support such international activities,
could result in operational failures and regulatory fines or
sanctions, which could cause the Company’s earnings or
stock price to decline.

Failure to maintain a technological advantage could lead
to a loss of clients and a decline in revenues.

A key element to BlackRock’s continued success is
the ability to maintain a technological advantage both

in terms of operational efficiency and in providing the
sophisticated risk analytics incorporated into BlackRock’s
operating systems that support investment advisory and
BlackRock Solutions clients. Moreover, the Company’s
technological and software advantage is dependent on a
number of third parties who provide various types of data.
The failure of these third parties to provide such data

or software could result in operational difficulties and
adversely impact BlackRock's ability to provide services
to its investment advisory and BlackRock Solutions clients.
There can be no assurance that the Company will be able
to maintain this technological advantage or be able to
effectively protect and enforce its intellectual property
rights in these systems and processes.

Failure to implement effective information security
policies, procedures and capabilities could disrupt
operations and cause financial losses that could result
in a decrease in BlackRock’s earnings or stock price.

BlackRock is dependent on the effectiveness of its
information security policies, procedures and capabili-
ties to protect its computer and telecommunications
systems and the data that reside on or are transmitted
through them. An externally caused information security
incident, such as a hacker attack, virus or worm, or an
internally caused issue, such as failure to control access
to sensitive systems, could materially interrupt busi-
ness operations or cause disclosure or modification of
sensitive or confidential information and could result

in material financial loss, regulatory actions, breach of
client contracts, reputational harm or legal liability,
which, in turn, could cause a decline in the Company’s
earnings or stock price.

The failure of a key vendor to BlackRock to fulfill its
obligations could have a material adverse effect on
BlackRock and its products.

BlackRock depends on a number of key vendors for vari-
ous fund administration, custody and transfer agent roles
and other operational needs. The failure or inability of
BlackRock to diversify its sources for key services or the
failure of any key vendors to fulfill their obligations could
lead to operational issues in certain products, which could
result in financial losses for the Company and its clients.

The continuing integration of the BGI business
creates risks and uncertainties that could adversely
affect profitability.

The BGI business and personnel are in the process of
being integrated with BlackRock'’s previously existing
business and personnel. These transition activities are
complex and the Company may encounter unexpected
difficulties or incur unexpected costs including:

¢ the diversion of management’s attention to integration
matters;

o difficulties in achieving expected synergies associated
with the transaction;

e difficulties in the integration of operations and systems;
o difficulties in the assimilation of employees;

¢ challenges in keeping existing clients and obtaining
new clients, including potential conflicts of interest and
client imposed concentration limits on the use of an
investment manager; and

e challenges in attracting and retaining key personnel.
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As a result, the Company may not be able to realize the
expected revenue growth and other benefits that it hopes
to achieve from the transaction. In addition, BlackRock
may be required to spend additional time or money on
integration that would otherwise be spent on the develop-
ment and expansion of its business and services.

Failure to manage risks in operating securities lending
for clients could lead to a loss of clients and a decline
in revenues and liquidity.

The size of BlackRock’s securities lending programs
increased significantly with the completion of the BGI
transaction. As part of these programs, BlackRock
must manage risks associated with (i) ensuring that
the value of the collateral held against the securities on
loan does not decline in value or become illiquid and
that its nature and value complies with regulatory
requirements, (i) the potential that a borrower may not
return a security on a timely basis, (iii) the potential that
the collateral held may not be sufficient to repurchase
the loaned security, and (iv) errors in the settlement

of securities, daily mark-to-market valuations and
collateral collection. The failure of the Company’s
controls to mitigate these risks could result in financial
losses for our clients that participate in our securities
lending programs as well as for the Company.

Risks Related to Relationships with
Bank of America/Merrill Lynch, PNC, Barclays
and Other Institutional Investors

Merrill Lynch is an important distributor of BlackRock’s
products, and the Company is therefore subject to risks
associated with the business of Merrill Lynch.

Under a global distribution agreement entered into with
Merrill Lynch, Merrill Lynch provides distribution, port-
folio administration and servicing for certain BlackRock
investment management products and services through
its various distribution channels. The Company may not
be successful in distributing products through Merrill
Lynch or in distributing its products and services through
other third party distributors. If BlackRock is unable to
distribute its products and services successfully or if it
experiences an increase in distribution-related costs,
BlackRock's business, results of operations or financial
condition may be adversely affected.

Loss of market share with Merrill Lynch’s Global
Wealth & Investment Management business could
harm operating results.

A significant portion of BlackRock’s revenue has histori-
cally come from AUM generated by Merrill Lynch’s
Global Wealth & Investment Management ("GWIM”)
business. BlackRock's ability to maintain a strong
relationship with GWIM is material to the Company’s
future performance. If one of the Company’s competitors
gains significant additional market share within the
GWIM retail channel at the expense of BlackRock,

then BlackRock’s business, results of operations or
financial condition may be negatively impacted.

The failure of Barclays to fulfill its commitments, or the
inadequacy of the support provided, under certain capital
support agreements in favor of a number of securities
lending related cash management funds acquired in

the BGI Transaction, could negatively impact such funds
and BlackRock.

Barclays has provided capital support agreements to sup-
port certain securities lending related cash management
products acquired by BlackRock in the BGI Transaction.
The failure of Barclays to fulfill its obligations under these
agreements, or the inadequacy of the support provided,
could cause our clients to suffer losses and BlackRock

to suffer reputational and other adverse impacts. For a
discussion on the capital support agreements see “Man-
agement, Discussion and Analysis—Liquidity and Capital
Resources—Barclays Support of Certain Securities Lend-
ing Related Cash Funds.”

For so long as Bank of America/Merrill Lynch, PNC and
Barclays maintain certain levels of stock ownership,

Bank of America/Merrill Lynch, PNC and Barclays will
vote as stockholders in accordance with the recommenda-
tion of BlackRock’s Board of Directors, and certain actions
will require special board approval or the prior approval
of Bank of America/Merrill Lynch, PNC and Barclays.

Bank of America/Merrill Lynch, PNC and Barclays have
agreed to vote all of their shares in accordance with

the recommendation of BlackRock's Board of Directors
to the extent consistent with the provisions of their
respective stockholder agreements with BlackRock.

As a consequence, matters submitted to a stockholder
vote that require a majority or a plurality of votes for
approval, including elections of directors, will likely be
approved or disapproved solely in accordance with the
determinations of the BlackRock Board of Directors, so
long as the shares held by Bank of America/Merrill Lynch,
PNC and Barclays constitute a substantial portion of the
outstanding shares. This arrangement has the effect

of concentrating control over BlackRock in its Board of
Directors, whether or not stockholders agree with any
particular determination of the Board. At December 31,
2009, Bank of America/Merrill Lynch, PNC and Barclays
owned approximately 3.7%, 35.2% and 4.8%, respectively,
of BlackRock’s voting common stock.

The majority of our stock is held by a group of large
shareholders. Future sales of our common stock in the
public market by us or our large stockholders could
adversely affect the trading price of our common stock.

As of December 31, 2009, Bank of America/Merrill Lynch,
PNC and Barclays owned 34.2%, 24.5% and 19.8% of

our capital stock, respectively. In connection with the

BGI Transaction, 16.4 million shares were sold to other
institutional investors. We have entered into registration
rights agreements with Bank of America/Merrill Lynch,
PNC and Barclays, as well as the institutional inves-

tors who purchased shares of BlackRock capital stock

in connection with the BGI Transaction. The registration
rights agreements, which include customary “piggyback”
registration provisions, allow the respective stockholders
to cause us to file one or more registration statements
for the resale of their respective shares of capital stock
and cooperate in certain underwritten offerings. Sales by
us or our large stockholders of a substantial number of
shares of our common stock in the public market pursu-
ant to registration rights or otherwise, or the perception
that these sales might occur, could cause the market
price of our common stock to decline.
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Legal and Regulatory Risks

BlackRock is subject to extensive regulation in the
United States and internationally.

BlackRock’s business is subject to extensive regulation

in the United States and around the world. See the
discussion under the heading “Business—Regulation.”
Violation of applicable laws or regulations could result in
fines, temporary or permanent prohibition of the engage-
ment in certain activities, reputational harm, suspensions
of personnel or revocation of their licenses, suspension
or termination of investment adviser or broker-dealer
registrations, or other sanctions, which could cause the
Company’s earnings or stock price to decline.

BlackRock may be adversely impacted by legal and
regulatory changes in the United States and internationally.

Recent market disruptions have led to numerous pro-
posals in the United States and internationally for
changes in the regulation of the financial services indus-
try. New laws or regulations, or changes in enforcement
of existing laws or regulations, could adversely impact
the scope or profitability of BlackRock's business activi-
ties, could require BlackRock to change certain business
practices and could expose BlackRock to additional costs
(including increased capital, compliance and tax costs) as
well as reputational harm. Regulatory changes could also
lead to business disruptions, could adversely impact the
value of assets in which BlackRock has invested directly
and on behalf of clients, and, to the extent the regulations
strictly control the activities of financial services firms,
could make it more difficult for BlackRock to conduct cer-
tain businesses or to distinguish itself from competitors.

Failure to comply with the Advisers Act and the
Investment Company Act and related regulations
could result in substantial harm to BlackRock’s
reputation and results of operations.

Certain BlackRock subsidiaries are registered with the
SEC under the Advisers Act and BlackRock’s U.S. mutual
funds are registered with the SEC under the Invest-
ment Company Act. The Advisers Act imposes numerous
obligations and fiduciary duties on registered investment
advisers, including record-keeping, operating and mar-
keting requirements, disclosure obligations and prohibi-
tions on fraudulent activities. The Investment Company
Act imposes similar obligations, as well as additional
detailed operational requirements, on investment advisers
to registered investment companies. The failure of any of
BlackRock'’s subsidiaries to comply with the Advisers Act
or the Investment Company Act could cause the SEC to
institute proceedings and impose sanctions for violations
of either of these acts, including censure, termination

of an investment adviser’s registration or prohibition to
serve as adviser to SEC-registered funds, and could lead
to litigation by investors in those funds or harm to the
Company’s reputation, any of which could cause its earn-
ings or stock price to decline.

Failure to comply with ERISA regulations could result in
penalties and cause the Company’s earnings or stock price
to decline.

Certain BlackRock subsidiaries are subject to ERISA and
to regulations promulgated thereunder, insofar as they
act as a “fiduciary” under ERISA with respect to benefit
plan clients. ERISA and applicable provisions of the
Internal Revenue Code impose duties on persons who are
fiduciaries under ERISA, prohibit specified transactions

involving ERISA plan clients and provide monetary penal-
ties for violations of these prohibitions. The failure of

any of the relevant subsidiaries to comply with these
requirements could result in significant penalties that
could reduce the Company’s earnings or cause its stock
price to decline.

BlackRock is subject to banking regulations that may limit
its business activities.

Because the total equity ownership interest of each of
Bank of America and PNC in BlackRock exceeds 25% on
an economic or voting basis, BlackRock is deemed to be

a non-bank subsidiary of each of Bank of America and
PNC, which are both financial holding companies under
the Bank Holding Company Act of 1956, as amended.

As a non-bank subsidiary of Bank of America and PNC,
BlackRock is subject to banking regulation, including the
supervision and regulation of the Federal Reserve. Such
banking regulation limits the activities and the types of
businesses that BlackRock may conduct. The Federal
Reserve has broad enforcement authority over BlackRock,
including the power to prohibit BlackRock from conduct-
ing any activity that, in the Federal Reserve’s opinion, is
unauthorized or constitutes an unsafe or unsound practice
in conducting BlackRock’s business, and to impose
substantial fines and other penalties for violations. Any
failure of either Bank of America or PNC to maintain its
status as a financial holding company could result in
substantial limitations on certain BlackRock activities and
its growth. In addition, BlackRock'’s trust bank subsidiary
is subject to regulation by the Office of the Comptroller of
the Currency of the United States (the “OCC") parallel in
many respects to that imposed under the Advisers Act and
the Investment Company Act as described above and to
capital requirements established by the OCC. The OCC has
broad enforcement authority over BlackRock’s trust bank
subsidiary. Being subject to banking regulation may put
BlackRock at a competitive disadvantage because most

of its competitors are not subject to these limitations.

Failure to comply with laws and regulations in the
United Kingdom, other member states of the European
Union, Hong Kong, Japan, Australia and other non-U.S.
jurisdictions in which BlackRock operates could result
in substantial harm to BlackRock’s reputation and
results of operations.

The Financial Services Authority (the “FSA”) regulates
BlackRock’s subsidiaries in the United Kingdom. Autho-
rization by the FSA is required to conduct any financial
services-related business in the United Kingdom under
the Financial Services and Markets Act 2000. The FSA's
rules govern a firm’s capital resources requirements,
senior management arrangements, conduct of business,
interaction with clients and systems and controls. Breaches
of these rules may result in a wide range of disciplinary
actions against the Company’s U.K.-regulated subsidiaries.

In addition, these subsidiaries, and other European
subsidiaries, branches or representative offices, must
comply with the pan-European regime established by the
Markets in Financial Instruments Directive, which regu-
lates the provision of investment services throughout

the European Economic Area, as well as the Capital
Requirements Directive, which delineates regulatory
capital requirements.

In Japan, certain BlackRock subsidiaries are subject to the
Financial Instruments and Exchange Law (the “FIEL") and
the Law Concerning Investment Trusts and Investment
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Corporations. These laws are administered and enforced
by the Japanese Financial Services Agency (the "JFSA”),
which establishes standards for compliance, including
capital adequacy and financial soundness requirements,
customer protection requirements and conduct of busi-
ness rules. The JFSA is empowered to conduct adminis-
trative proceedings that can result in censure, fines, the
issuance of cease and desist orders or the suspension
or revocation of registrations and licenses granted under
the FIEL.

In Australia, BlackRock’s subsidiaries are subject to
various Australian federal and state laws and certain
subsidiaries are regulated by the Australian Securi-
ties and Investments Commission (the “ASIC”) and the
Australian Prudential Regulation Authority. The ASIC
regulates companies and financial services in Australia
and is responsible for promoting investor, creditor and
consumer protection. Failure to comply with applicable
law and regulations could result in the cancellation,
suspension or variation of the relevant subsidiaries’
licenses in Australia.

The activities of certain BlackRock subsidiaries in Hong
Kong are subject to the Securities and Futures Ordinance
(the “"SFO”) which governs the securities and futures
markets and the non-bank retail leveraged foreign
exchange market in Hong Kong. The SFO is administered
by the Securities and Futures Commission (the “SFC”),
an independent non-governmental body. The relevant
subsidiaries, and certain individuals representing them,
which conduct business in any of the regulated activities
specified in the SFO are generally required to be reg-
istered or licensed with the SFC, and are subject to the
rules, codes and guidelines issued by the SFC from time
to time.

There are parallel legal and regulatory arrangements

in force in many other non-U.S. jurisdictions where
BlackRock's subsidiaries conduct business or where the
funds and products it manages are organized. Failure

to comply with laws and regulations in any of these juris-
dictions could result in substantial harm to BlackRock's
reputation and results of operation.

Legal proceedings could adversely affect operating results
and financial condition for a particular period.

Many aspects of BlackRock’s business involve substantial
risks of legal liability. The Company and certain of its sub-
sidiaries have been named as defendants in various legal
actions, including arbitrations, class actions and other
litigation arising in connection with BlackRock’s activi-
ties. From time to time, BlackRock receives subpoenas or
other requests for information from various U.S. and non-
U.S. governmental and regulatory authorities in connec-
tion with certain industry-wide or other investigations or
proceedings. Additionally, certain of the investment funds
that the Company manages are subject to lawsuits, any
of which could potentially harm the investment returns of
the applicable fund or result in the Company being liable
to the funds for any resulting damages.

The legislative and economic effects of climate change
could impact investment strategies and the value of assets
that BlackRock manages.

BlackRock invests in a variety of sectors on behalf of its
clients. To the extent certain of these sectors are nega-
tively impacted by climate change or legislation or inter-
national agreements related to climate change, the value

of, and the returns realized on, the related AUM could
decrease or cause clients to withdraw funds in favor of
products in sectors that BlackRock may not offer.

Forward-Looking Statements

This report, and other statements that BlackRock may
make, may contain forward-looking statements within the
meaning of the Private Securities Litigation Reform Act,
with respect to BlackRock’s future financial or business
performance, strategies or expectations. Forward-looking
statements are typically identified by words or phrases
such as “trend,” “potential,” “opportunity,” “pipeline,”
“believe,” “comfortable,” “expect,” “anticipate,” “current,”
“intention,” “estimate,” “position,” “assume,” “outlook,”
“continue,” “remain,” “maintain,” “sustain,” “seek,”
“achieve,” and similar expressions, or future or condi-
tional verbs such as “will,” “would,” “should,” “could,”
“may” or similar expressions.

BlackRock cautions that forward-looking statements are
subject to numerous assumptions, risks and uncertain-
ties, which change over time. Forward-looking state-
ments speak only as of the date they are made, and
BlackRock assumes no duty to and does not undertake
to update forward-looking statements. Actual results
could differ materially from those anticipated in forward-
looking statements and future results could differ
materially from historical performance.

In addition to risk factors previously disclosed in
BlackRock’s Securities and Exchange Commission
("SEC”) reports and those identified elsewhere in this
report the following factors, among others, could cause
actual results to differ materially from forward-looking
statements or historical performance: (1) the introduc-
tion, withdrawal, success and timing of business initia-
tives and strategies; (2) changes and volatility in politi-
cal, economic or industry conditions, the interest rate
environment, foreign exchange rates or financial and
capital markets, which could result in changes in demand
for products or services or in the value of assets under
management; (3) the relative and absolute investment
performance of BlackRock's investment products; (4) the
impact of increased competition; (5] the impact of capital
improvement projects; (6) the impact of future acquisi-
tions or divestitures; (7] the unfavorable resolution of
legal proceedings; (8] the extent and timing of any share
repurchases; (9) the impact, extent and timing of techno-
logical changes and the adequacy of intellectual property
protection; (10) the impact of legislative and regula-

tory actions and reforms and regulatory, supervisory or
enforcement actions of government agencies relating to
BlackRock, Barclays PLC, Bank of America Corporation,
Merrill Lynch & Co., Inc. or The PNC Financial Services
Group, Inc.; (11) terrorist activities and international hos-
tilities, which may adversely affect the general economy,
domestic and local financial and capital markets, specific
industries or BlackRock; (12) the ability to attract and
retain highly talented professionals; (13) fluctuations in
the carrying value of BlackRock's investments; (14) the
impact of changes to tax legislation and, generally, the
tax position of the Company; (15) BlackRock's success

in maintaining the distribution of its products; (16) the
impact of BlackRock electing to provide support to its
products from time to time; (17) the impact of problems
at other financial institutions or the failure or negative
performance of products at other financial institutions;
and (18] the ability of BlackRock to integrate the opera-
tions of Barclays Global Investors.
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REPORTS ON CONSOLIDATED FINANCIAL STATEMENTS

Management’s Report on Internal Control Over
Financial Reporting

Management of BlackRock, Inc. (the “Company”] is
responsible for establishing and maintaining adequate
internal control over financial reporting. Internal control
over financial reporting is defined in Rules 13a-15(f) and
15d-15(f) under the Securities Exchange Act of 1934, as
amended, as a process designed by, or under the super-
vision of, the Company’s principal executive and principal
financial officers, or persons performing similar func-
tions, and effected by the Company’s board of directors,
management and other personnel, to provide reasonable
assurance regarding the reliability of financial reporting
and the preparation of financial statements for external
purposes in accordance with accounting principles gener-
ally accepted in the United States of America and includes
those policies and procedures that:

e pertain to the maintenance of records that in reason-
able detail accurately and fairly reflect the transactions
and dispositions of the assets of the Company;

e provide reasonable assurance that transactions
are recorded as necessary to permit preparation of
financial statements in accordance with accounting
principles generally accepted in the United States of
America, and that receipts and expenditures of the
Company are being made only in accordance with the
authorizations of management and directors of the
Company; and

e provide reasonable assurance regarding prevention
or timely detection of unauthorized acquisition, use or
disposition of the Company’s assets that could have a
material effect on the financial statements.

Because of its inherent limitations, internal control over
financial reporting can provide only reasonable assurance
with respect to financial statement preparation and pre-
sentation. Projections of any evaluation of effectiveness to
future periods are subject to the risks that controls may
become inadequate because of changes in conditions,

or that the degree of compliance with the policies or
procedures may deteriorate.

Management assessed the effectiveness of the Com-
pany’s internal control over financial reporting as of
December 31, 2009. In making this assessment, man-
agement used the criteria set forth by the Committee of
Sponsoring Organizations of the Treadway Commission in
Internal Control—Integrated Framework.

On December 1, 2009, BlackRock acquired Barclays
Global Investors business (“BGI”). Management’s assess-
ment of and conclusion on the effectiveness of internal
control over financial reporting did not include a review
of certain business process controls of BGI, which are
relevant to the Company’s 2009 consolidated financial
statements. Management did not assess certain aspects
of BGI's internal control over financial reporting as SEC
guidelines permit excluding an acquired business from
such assessment when those acquisitions closed within
the year prior to the date of the financial statements and
time does not permit such assessment. The aspects of
BGI's internal control over financial reporting that were
not assessed represent approximately 12% of total assets
at December 31, 2009 and approximately 7% of revenues
for the year ended December 31, 2009.

Based on this assessment, management concluded that,
as of December 31, 2009, the Company’s internal control
over financial reporting is effective.

The Company’s independent registered public accounting
firm has issued an attestation report on the effectiveness
of the Company’s internal control over financial reporting.
This report begins on page 64.

March 10, 2010
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Report of Independent Registered
Public Accounting Firm

To the Board of Directors and Stockholders of
BlackRock, Inc.:

We have audited the internal control over financial report-
ing of BlackRock, Inc. and subsidiaries (the “Company”)
as of December 31, 2009, based on criteria established
in Internal Control—Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway
Commission. As described in Management’s Report

on Internal Control Over Financial Reporting, manage-
ment excluded from its assessment certain aspects

of the internal control over financial reporting of the
Barclays Global Investors business, which was acquired
on December 1, 2009 and whose financial statements
constitute 12% of total assets and 7% of revenues of the
consolidated financial statement amounts as of and for
the year ended December 31, 2009. Accordingly, our audit
did not include certain aspects of the internal control
over financial reporting of the Barclays Global Investors
business. The Company’s management is responsible
for maintaining effective internal control over financial
reporting and for its assessment of the effectiveness of
internal control over financial reporting, included in the
accompanying Management’s Report on Internal Control
Over Financial Reporting. Our responsibility is to express
an opinion on the Company’s internal control over finan-
cial reporting based on our audit.

We conducted our audit in accordance with the stan-
dards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about
whether effective internal control over financial report-
ing was maintained in all material respects. Our audit
included obtaining an understanding of internal control
over financial reporting, assessing the risk that a material
weakness exists, testing and evaluating the design and
operating effectiveness of internal control based on the
assessed risk, and performing such other procedures

as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis

for our opinion.

A company’s internal control over financial reporting

is a process designed by, or under the supervision

of, the company’s principal executive and principal
financial officers, or persons performing similar func-
tions, and effected by the company’s board of directors,
management, and other personnel to provide reasonable
assurance regarding the reliability of financial reporting
and the preparation of financial statements for external
purposes in accordance with generally accepted

accounting principles. A company’s internal control over
financial reporting includes those policies and procedures
that (1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the trans-
actions and dispositions of the assets of the company;

(2) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of finan-
cial statements in accordance with generally accepted
accounting principles, and that receipts and expendi-
tures of the company are being made only in accordance
with authorizations of management and directors of the
company; and (3] provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisi-
tion, use, or disposition of the company’s assets that
could have a material effect on the financial statements.

Because of the inherent limitations of internal control
over financial reporting, including the possibility of
collusion or improper management override of controls,
material misstatements due to error or fraud may not
be prevented or detected on a timely basis. Also, projec-
tions of any evaluation of the effectiveness of the internal
control over financial reporting to future periods are
subject to the risk that the controls may become
inadequate because of changes in conditions, or that

the degree of compliance with the policies or procedures
may deteriorate.

In our opinion, the Company maintained, in all mate-
rial respects, effective internal control over financial
reporting as of December 31, 2009, based on the criteria
established in Internal Control—Integrated Framework
issued by the Committee of Sponsoring Organizations of
the Treadway Commission.

We have also audited, in accordance with the standards of
the Public Company Accounting Oversight Board (United
States), the consolidated statement of financial condition
as of December 31, 2009 and the related consolidated
statements of income, comprehensive income, changes
in stockholders’” equity and cash flows for the year then
ended of the Company and our report dated March 10,
2010 expressed an unqualified opinion on those consoli-
dated financial statements.

Dlﬁlf?é s Toueda P

New York, New York
March 10, 2010
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Report of Independent Registered
Public Accounting Firm

To the Board of Directors and Stockholders of
BlackRock, Inc.:

We have audited the accompanying consolidated state-
ments of financial condition of BlackRock, Inc. and sub-
sidiaries (the “Company”) as of December 31, 2009 and
2008, and the related consolidated statements of income,
comprehensive income, changes in stockholders’ equity,
and cash flows for each of the three years in the period
ended December 31, 2009. These financial statements
are the responsibility of the Company’s management.
Our responsibility is to express an opinion on the finan-
cial statements based on our audits.

We conducted our audits in accordance with the stan-
dards of the Public Company Accounting Oversight

Board (United States). Those standards require that we
plan and perform the audit to obtain reasonable assur-
ance about whether the financial statements are free of
material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclo-
sures in the financial statements. An audit also includes
assessing the accounting principles used and significant
estimates made by management, as well as evaluating
the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements
present fairly, in all material respects, the financial
position of BlackRock, Inc. and subsidiaries at Decem-
ber 31, 2009 and 2008, and the results of their opera-
tions and their cash flows for each of the three years in
the period ended December 31, 2009, in conformity with
accounting principles generally accepted in the United
States of America.

We have also audited, in accordance with the standards of
the Public Company Accounting Oversight Board (United
States), the Company’s internal control over financial
reporting as of December 31, 2009, based on criteria
established in Internal Control—Integrated Framework
issued by the Committee of Sponsoring Organizations of
the Treadway Commission and our report dated March 10,
2010 expressed an unqualified opinion on the Company’s
internal control over financial reporting.

Dwo#é s Toweda etf

New York, New York
March 10, 2010
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CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

(Dollar amounts in millions, except per share data) December 31,
2009 2008

Assets
Cash and cash equivalents $4,708 $2,032
Accounts receivable 1,730 901
Due from related parties 189 309
Investments 1,049 1,429
Separate account assets 119,629 2,623
Collateral held under securities lending agreements 19,335 —
Deferred mutual fund sales commissions, net 103 135
Property and equipment (net of accumulated depreciation of

$333 and $259 at December 31, 2009 and 2008, respectively) 445 260
Intangible assets (net of accumulated amortization of $466 and $324

at December 31, 2009 and 2008, respectively) 17,648 6,441
Goodwill 12,570 5,533
Other assets 588 261

Total assets $177,994 $19,924
Liabilities
Accrued compensation and benefits $1,482 $826
Accounts payable and accrued liabilities 845 545
Due to related parties 439 103
Short-term borrowings 2,234 200
Convertible debentures 243 245
Long-term borrowings 3,191 697
Separate account liabilities 119,629 2,623
Collateral liability under securities lending agreements 19,335 —
Deferred tax liabilities 5,526 1,826
Other liabilities 468 299

Total liabilities 153,392 7,364

Commitments and contingencies (Note 14)
Temporary equity

Redeemable non-controlling interests 49 266
Permanent equity
BlackRock, Inc. stockholders’ equity
Common stock, $0.01 par value; 1 1
Shares authorized: 500,000,000 at December 31, 2009 and 2008; Shares issued:
62,776,777 and 118,573,367 at December 31, 2009 and 2008, respectively; Shares
outstanding: 61,896,236 and 117,291,110 at December 31, 2009 and 2008, respectively
Series A participating preferred stock, $0.01 par value; - -
Shares authorized: 20,000,000 at December 31, 2009 and 2008;
Shares issued: 0 and 12,604,918 at December 31, 2009 and 2008, respectively;
Shares outstanding: 0 and 12,604,918 at December 31, 2009 and 2008, respectively
Series B participating preferred stock, $0.01 par value; 1 —
Shares authorized: 150,000,000 and 0 at December 31, 2009 and 2008, respectively;
Shares issued: 112,817,151 and 0 at December 31, 2009 and 2008, respectively;
Shares outstanding: 112,817,151 and 0 at December 31, 2009 and 2008, respectively
Series C participating preferred stock, $0.01 par value; — —
Shares authorized: 6,000,000 and 0 at December 31, 2009 and 2008, respectively;
Shares issued: 2,889,467 and 0 at December 31, 2009 and 2008, respectively;
Shares outstanding: 2,889,467 and 0 at December 31, 2009 and 2008, respectively
Series D participating preferred stock, $0.01 par value; — —
Shares authorized: 20,000,000 and 0 at December 31, 2009 and 2008, respectively;
Shares issued: 11,203,442 and 0 at December 31, 2009 and 2008, respectively;
Shares outstanding: 11,203,442 and 0 at December 31, 2009 and 2008, respectively
Additional paid-in capital 22,127 10,473
Retained earnings 2,436 1,982
Accumulated other comprehensive (loss) (96) (186)
Escrow shares, common, at cost (868,940 and 911,266 shares held at
December 31, 2009 and 2008, respectively) (137) (143)
Treasury stock, common, at cost (11,601 and 370,991 shares held at
December 31, 2009 and 2008, respectively) (3) (58)
Total BlackRock, Inc. stockholders’ equity 24,329 12,069
Nonredeemable non-controlling interests 224 225
Total permanent equity 24,553 12,294
Total liabilities, temporary equity and permanent equity $177,994 $19,924

See accompanying notes to consolidated financial statements.



BLACKROCK = 67 m BLACKROCK

CONSOLIDATED STATEMENTS OF INCOME

Year ended December 31,

[Dollar amounts in millions, except per share data) 2009 2008 2007
Revenue
Investment advisory, administration fees and securities lending revenue

Related parties $2,616 $2,962 $2,640

Other third parties 1,210 1,295 1,397
Investment advisory, administration fees and securities lending revenue 3,826 4,257 4,037
Investment advisory performance fees 202 177 350
BlackRock Solutions and advisory 477 393 190
Distribution fees 100 139 123
Other revenue 95 98 145
Total revenue 4,700 5,064 4,845
Expenses
Employee compensation and benefits 1,802 1,815 1,767
Distribution and servicing costs

Related parties 368 495 470

Other third parties 109 96 69
Amortization of deferred mutual fund sales commissions 100 130 108
Direct fund expenses 95 86 80
General and administration 779 665 799
Restructuring charges 22 38 —
Termination of closed-end fund administration

and servicing arrangements — — 128
Amortization of intangible assets 147 146 130
Total expenses 3,422 3,471 3,551
Operating income 1,278 1,593 1,294
Non-operating income (expense)
Net gain (loss) on investments 42 (573) 504
Interest and dividend income 20 65 74
Interest expense (68) (69) (52)
Total non-operating income (expense) (6) (577 526
Income before income taxes 1,272 1,016 1,820
Income tax expense 375 387 463
Net income 897 629 1,357
Less:

Net income (loss) attributable to redeemable non-controlling interests 2 (1) 2

Net income (loss) attributable to nonredeemable

non-controlling interests 20 (154) 362

Net income attributable to BlackRock, Inc. $875 $784 $993
Earnings per share attributable to BlackRock, Inc.

common stockholders:

Basic $6.24 $5.86 $7.53

Diluted $6.11 $5.78 $7.37
Cash dividends declared and paid per share $3.12 $3.12 $2.68
Weighted-average common shares outstanding:

Basic 136,669,164 129,543,443 128,488,561

Diluted 139,481,449 131,376,517 131,378,061
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year ended December 31,

[Dollar amounts in millions) 2009 2008 2007
Net income $897 $629 $1,357
Other comprehensive income:

Change in net unrealized gain (loss) from

available-for-sale investments, net of tax!! 15 (19) (3)

Minimum pension liability adjustment 1 (1) —

Foreign currency translation adjustments 74 (237) 29
Comprehensive income attributable to BlackRock, Inc. $987 $372 $1,383

(1] The tax benefit (expense] on the change in net unrealized gain (loss] from available-for-sale investments was ($8), $8 and $2 in 2009, 2008 and 2007, respectively.

See accompanying notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

Redeemable
Accumulated Non- non-
other ~ Common Total redeemable controlling
Additional compre- shares  Treasury stock- non- Total ~interests/
paid-in  Retained hensive held in stock holders’  controlling permanent temporary
(Dollar amounts in millions] capitatm earnings income (loss) escrow  common equity interests equity equity
December 31, 2006 $9,812  $975 $45 $— $(57) $10,775 $874 $11,649  $235
Net income — 993 - - — 993 362 1,355 2
Dividends paid, net of dividend expense
for unvested RSUs — (353) — — — (353) — (353) —
Issuance of common stock to escrow
agent in connection with
Quellos Transaction 188 — — (188) — — — — —
Stock-based compensation 182 - — — 1 183 — 183 —
PNC LTIP capital contribution 175 — — — - 175 — 175 —
Net issuance of common shares related
to employee stock transactions (187) — — — (128) (315) — (315) —
Net tax benefit (shortfall] from stock-based
compensation 119 - — — - 119 — 119 —
Other costs associated with common stock (2) — — — — (2) — (2) —
Subscriptions/(redemptions/distributions)—
non-controlling interest holders - — — — - — 384 384 16
Net consolidations (deconsolidations) of
sponsored investment funds - - - - - - (1,071)  (1,071) (224)
Foreign currency translation adjustments — — 29 — — 29 — 29 —
Change in net unrealized gain (loss) from
available-for-sale investments, net of tax — — (3) — — (3) — (3) —
December 31, 2007 10,287 1,615 71 (188) (184) 11,601 549 12,150 29
Net income — 784 - — - 784 (154) 630 (1)
Dividends paid, net of dividend expense
for unvested RSUs — (417) — — — (417) — (417) —
Release of common stock from escrow agent
in connection with Quellos Transaction - - - 45 - 45 - 45 -
Stock-based compensation 278 — — — 1 279 — 279 —
PNC LTIP capital contribution 4 - — — - 4 — A —
Net issuance of common shares related
to employee stock transactions (140) — — — 125 (15) — (15) —
Net tax benefit (shortfall) from stock-based
compensation 55 - — — — 55 — 55 —
Minimum pension liability adjustment - - (1) — - (1) - (1) —
Subscriptions/(redemptions/distributions)—
non-controlling interest holders — — — — — — 36 36 (243)
Net consolidations (deconsolidations) of
sponsored investment funds — — — — — — (203) (203) 481
Other change in non-controlling interests - - — — - — (3) (3) —
Foreign currency translation adjustments (10) — (237) — — (247) — (247) —
Change in net unrealized gain (loss) from
available-for-sale investments, net of tax - - (19) - - (19) — (19) -
December 31, 2008 10,474 1,982 (186)  (143) (58) 12,069 225 12,294 266
Net income - 875 — — - 875 20 895 2
Dividends paid, net of dividend expense
for unvested RSUs - (421) — — - (421) — (421) —
Release of common stock from escrow agent
in connection with Quellos Transaction - - - 6 - 6 — 6 —
Stock-based compensation 316 - — — 1 317 — 317 —
Issuance of shares to Barclays 8,529 — — — — 8,529 — 8,529 —
Issuance of shares to institutional investors 2,800 — — — — 2,800 — 2,800 —
Issuance of common shares for contingent
consideration 43 — - — — 43 - 43 —
PNC LTIP capital contribution 6 - — — - 6 — 6 —
Merrill Lynch capital contribution 25 — — — — 25 — 25 —
Net issuance of common shares related to
employee stock transactions (78) — — — 54 (24) — (24) —
Net tax benefit (shortfall) from stock-based
compensation 14 - — — - 14 — 14 —
Minimum pension liability adjustment - - 1 - - 1 - 1 —
Subscriptions/(redemptions/distributions)—
non-controlling interest holders - - — — - — (8) (8]  (247)
Net consolidations (deconsolidations) of
sponsored investment funds'? - - — — - - (9) (9) 28
Other change in non-controlling interests — — — — — — (4) (4) —
Foreign currency translation adjustments — - 74 — — 74 — 74 —
Change in net unrealized gain (loss) from
available-for-sale investments, net of tax — — 15 — — 15 — 15 —
December 31, 2009 $22,129 $2,436 $(96) $(137) $(3) $24,329 $224 $24,553 $49

(1" Includes $1 of common stock at December 31, 2009, 2008 and 2007, respectively and $1 of preferred stock at December 31, 2009.
() Includes $12 of redeemable non-controlling interests acquired in the BGI Transaction on December 1, 2009.

See accompanying notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Year ended December 31,

(Dollar amounts in millions) 2009 2008 2007

Cash flows from operating activities
Net income $897 $629 $1,357
Adjustments to reconcile net income to cash

from operating activities:

Depreciation and other amortization 239 236 202
Amortization of deferred mutual fund sales commissions 100 130 108
Stock-based compensation 317 278 188
Deferred income tax expense (benefit) (89) (234) (106)
Net (gains) losses on non-trading investments (20) 216 (442)
Purchases of other investments within consolidated funds (41) (127 (870)
Proceeds from sales and maturities of other investments
within consolidated funds 285 342 597
(Earnings) losses from equity method investees (30) 294 (84)
Distributions of earnings from equity method investees 18 28 16
Other adjustments 3 13 2
Changes in operating assets and liabilities:
Accounts receivable (223) 339 (273)
Due from related parties 159 (112) (4)
Deferred mutual fund sales commissions (68) (90) (72)
Investments, trading (53) 265 (45)
Other assets (50) 115 (80)
Accrued compensation and benefits (218) (237) 172
Accounts payable and accrued liabilities 165 (227) (33)
Due to related parties (10) 7 (138)
Other liabilities 18 51 92
Cash flows from operating activities 1,399 1,916 587
Cash flows from investing activities
Purchases of investments (73) (417) (521)
Purchases of assets held for sale (2) (59) —
Proceeds from sale of disposal group — 41 —
Proceeds from sales and maturities of investments 260 122 266
Distributions of capital from equity method investees 89 15 7
Net consolidations (deconsolidations) of
sponsored investment funds 27 (3) (117)
Acquisitions, net of cash acquired, and contingent payments (5,755) (16) (592)
Purchases of property and equipment (65) (77) (111)
Cash flows from investing activities (5,519) (394) (1,068)
Cash flows from financing activities
Repayments of short-term borrowings — (400) —
Proceeds from short-term borrowings 2,034 300 300
Repayments of long-term borrowings — (1) —
Repayments of convertible debt (7) — —
Proceeds from long-term borrowings 2,495 — 694
Cash dividends paid (422) (419) (353)
Proceeds from stock options exercised 18 24 70
Proceeds from issuance of common stock 2,804 b 7
Repurchases of common stock (46) (46) (383)
Merrill Lynch capital contribution 25 — —
Net (redemptions/distributions paid)/subscriptions
received from non-controlling interests holders (255) (207) 400
Excess tax benefit from stock-based compensation 33 59 119
Net borrowings/(repayment of borrowings)
by consolidated sponsored investment funds 70 (203) 114
Other financing activities — — (9)
Cash flows from financing activities 6,749 (887) 959
Effect of exchange rate changes on cash
and cash equivalents 47 (259) 18
Net increase in cash and cash equivalents 2,676 376 496
Cash and cash equivalents, beginning of year 2,032 1,656 1,160
Cash and cash equivalents, end of year $4,708 $2,032 $1,656

See accompanying notes to consolidated financial statements.
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Supplemental disclosure of cash flow information is as follows:

Year ended December 31,

(Dollar amounts in millions) 2009 2008 2007
Cash paid for:

Interest $52 $63 $30
Income taxes $503 $644 $376

Supplemental schedule of non-cash investing and financing transactions is as follows:

Year ended December 31,

(Dollar amounts in millions] 2009 2008 2007
Issuance of common stock $767 $136 $179
Issuance of preferred stock $7,842 $— $—

Increase (decrease] in non-controlling interests
due to net consolidations/(deconsolidations) of

sponsored investment funds $7 $280 $(1,295)
PNC LTIP capital contributions $6 $4 $175
Contingent common stock payment related to

Quellos Transaction $43 $— $—

Common stock released from escrow agent
in connection with Quellos Transaction $6 $45 $—
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2009

1 = INTRODUCTION AND BASIS OF PRESENTATION

Business

BlackRock, Inc. (together, with its subsidiaries, unless the
context otherwise indicates, “BlackRock” or the “Com-
pany”) provides diversified investment management and
securities lending services to institutional clients and to
individual investors through various investment vehicles.
Investment management services primarily consist of
the management of fixed income, cash management and
equity client accounts, the management of a number of
open-end and closed-end mutual fund families, exchange
traded funds and other non-U.S. equivalent retail prod-
ucts serving the institutional and retail markets, and

the management of other investments funds, including
common trusts and alternative funds, developed to serve
various customer needs. In addition, BlackRock provides
market risk management, financial markets advisory and
enterprise investment system services to a broad base of
clients. Financial markets advisory services include valu-
ation services relating to illiquid securities, dispositions
and workout assignments (including long-term portfolio
liquidation assignments), risk management and strategic
planning and execution.

On October 1, 2007, BlackRock acquired certain assets
and assumed certain liabilities of the fund of funds
business of Quellos Group, LLC (“Quellos”) for up to
$1,719 million (the “Quellos Transaction”). BlackRock
paid Quellos $562.5 million in cash and issued 1,191,785
shares of BlackRock common stock valued at $188 mil-
lion. The common stock which is held in escrow for up to
three years is available to satisfy certain indemnification
obligations of Quellos under the asset purchase agree-
ment. The Quellos business was combined with the exist-
ing BlackRock fund of funds business and the combined
platform comprises one of the largest fund of funds
platforms in the world.

On January 1, 2009, Bank of America (“Bank of America”)
acquired Merrill Lynch & Co., Inc. ("Merrill Lynch”). In
connection with this transaction, BlackRock entered into
exchange agreements with each of Merrill Lynch and The
PNC Financial Services Group, Inc. (‘PNC"] pursuant to
which on February 27, 2009 Merrill Lynch and PNC each
exchanged a portion of its BlackRock common stock it
held for an equal number of shares of non-voting pre-
ferred stock. See Note 19, Capital Stock, for more details
on these transactions.

On December 1, 2009, BlackRock completed its
acquisition of Barclays Global Investors [“BGI”) from
Barclays Bank PLC (“Barclays”) (the “BGI Transaction”).
In exchange for BGI, BlackRock paid approximately
$6.65 billion in cash and issued capital stock valued at
$8.53 billion comprised of 3,031,516 shares of BlackRock
common stock, 26,888,001 shares of BlackRock Series B
Participating Preferred Stock and 7,647,254 shares

of BlackRock Series D Participating Preferred Stock to
Barclays. See Note 3, Mergers and Acquisitions, for
more details on this transaction.

On December 31, 2009, equity ownership of BlackRock
was as follows:

Voting

common stock Capital stock

Bank of America/

Merrill Lynch 3.7% 34.2%
PNC 35.2% 24.5%
Barclays 4.8% 19.8%
Other 56.3% 21.5%

100.0% 100.0%

Basis of Presentation

These consolidated financial statements have been pre-
pared in accordance with accounting principles generally
accepted in the United States ("GAAP”] and include the
accounts of the Company and its controlled subsidiaries.
Non-controlling interests include the portion of consoli-
dated sponsored investment funds in which the Company
does not have a direct equity ownership. Significant
accounts and transactions between consolidated entities
have been eliminated.

The preparation of financial statements in conformity
with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during

the reporting periods. Actual results could differ from
those estimates.
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2 = SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents

Cash and cash equivalents primarily consists of cash,
money market funds and short-term, highly liquid invest-
ments with original maturities, at date of purchase, of
three months or less in which the Company is exposed

to market and credit risk. Cash and cash equivalent bal-
ances that are legally restricted from use by the Company
are recorded in other assets on the consolidated state-
ments of financial condition. Cash balances maintained
by consolidated sponsored investment funds are not
considered legally restricted and are included in cash
and cash equivalents on the consolidated statements of
financial condition.

Investments
Investments in Debt and Marketable Equity Securities

BlackRock holds debt and marketable equity investments
which, pursuant to Accounting Standards Codification
("ASC") 320-10, Investments—Debt and Equity Securities,
are classified as trading, available-for-sale, or held-
to-maturity based on the Company’s intent to sell the
security or, for a debt security, the Company’s intent and
ability to hold the debt security to maturity.

Trading securities are those investments which are
purchased principally for the purpose of selling them in
the near term. Trading securities are carried at fair value
on the consolidated statements of financial condition with
changes in fair value recorded in non-operating income in
the consolidated statements of income during the period
of the change.

Available-for-sale securities are those securities which
are not classified as trading securities or held-to-
maturity. Available-for-sale securities are carried at fair
value on the consolidated statements of financial condition
with changes in fair value recorded in the accumulated
other comprehensive income component of stockholders’
equity in the period of the change. Upon the disposition of
an available-for-sale security, the Company reclassifies
the gain or loss on the security from accumulated other
comprehensive income to non-operating income on the
Company'’s consolidated statements of income.

Held-to-maturity debt securities are recorded at
amortized cost in the consolidated statements of
financial condition.

Equity Method

For equity investments where BlackRock does not
control the investee, and where it is not the primary
beneficiary of a variable interest entity (“VIE”"], but can
exert significant influence over the financial and operat-
ing policies of the investee, the Company follows the
equity method of accounting in accordance with ASC 323,
Investments—Equity Method and Joint Ventures. Under the
equity method of accounting, BlackRock’s share of the
investee’s underlying net income or loss on investment
funds is recorded as net gain (loss) on investments within
non-operating income (expense) and as other revenue for
operating or advisory company investments since such
operating or advisory companies are considered to be
connected to BlackRock’s core business. The net income
of the investee is recorded based upon the most current

information available at the time, which may precede

the date of the statement of financial condition. Distribu-
tions received from the investment reduce the Company’s
investment balance.

Cost Method

For equity investments where BlackRock neither controls
nor has significant influence over the investee and which
are non-marketable, the investments are accounted for
using the cost method of accounting. Under the cost
method, dividends received from the investment are
recorded as dividend income within non-operating income.

Impairments

The Company’s management periodically assesses its
equity method, available-for-sale and cost method of
accounting investments for impairment. If circumstances
indicate that impairment may exist, investments are eval-
uated using fair values, where available, or the expected
future cash flows of the investment. If the undiscounted
expected future cash flows are lower than the Company’s
carrying value of the investment, an impairment charge
is recorded in non-operating income in the consolidated
statements of income.

When the fair value of available-for-sale securities is
lower than its cost, the Company evaluates the securities
to determine whether the impairment is considered to be
“other-than-temporary.”

In making this determination, for equity securities, the
Company considers, among other factors, the length of
time the security has been in a loss position, the extent

to which the security’'s market value is less than its cost,
the financial condition and near-term prospects of the
security’s issuer and the Company’s ability and intent to
hold the security for a length of time sufficient to allow
for recovery. If the impairment is considered other-than-
temporary, an impairment charge is recorded in non-
operating income in the consolidated statements of income.

In making this determination for debt securities, the
Company considers if it: (1) has the intent to sell the
security, (2] is more likely than not that it will be required
to sell the security before recovery, or (3) does not expect
to recover the entire amortized cost basis of the security.
If the Company does not intend to sell a security and it

is not more likely than not that it will be required to sell
the security, but the security has suffered a credit loss,
the impairment charge is be separated into the credit
loss component, which is recorded in earnings, and

the remaining portion is recorded in other compre-
hensive income.

The Company reviews its collateralized debt obligations
("CDO") investments for impairment quarterly throughout
the term of the investment. The Company reviews cash
flow estimates throughout the life of each CDO invest-
ment. If the net present value of the estimated future
cash flows is lower than the carrying value of the invest-
ment and the estimated future cash flows are lower than
the previous estimate of cash flows, an impairment is
considered to be other-than-temporary. The impairment
loss is recognized based on the excess of the carrying
amount of the investment over its estimated fair value.
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Consolidation

The accounting method used for the Company’s equity
investments is generally dependent upon the influence
the Company has over its investee. For investments
where BlackRock can exert control over the financial and
operating policies of the investee, which generally exists
if there is a 50% or greater voting interest, the investee
is consolidated into BlackRock’s financial statements.
For certain investments where the risks and rewards

of ownership are not directly linked to voting interests
(“variable interest entities” or “VIEs”), an investee may
be consolidated if BlackRock, together with its related
party relationships, is considered the primary beneficiary
of the investee. The primary beneficiary determination
will consider not only BlackRock’s equity interest, but
the benefits and risks associated with non-equity com-
ponents of the Company’s relationship with the investee,
including capital support agreements, debt, investment
advisory and other similar arrangements, in accordance
with ASC 810-10, Consolidation ("ASC 810-10").

Pursuant to ASC 810-20, Control of Partnerships and
Similar Entities ("810-20"), the Company, as general
partner or managing member of its funds, generally is
presumed to control funds that are limited partnerships
or limited liability companies that are not deemed to be
VIEs. The Company reviews such investment vehicles

to determine if such a presumption can be overcome by
determining if third party partners or members of the
limited partnership or limited liability company have the
substantive ability to dissolve (liquidate) the investment
vehicle, or otherwise to remove BlackRock as the general
partner or managing member without cause, or have
other substantive participating rights.

Consolidated Sponsored Investment Funds

From time to time, the Company will maintain a con-
trolling interest in a sponsored investment fund. All of
the underlying investments held by consolidated spon-
sored investment funds are carried at fair value, with
corresponding changes in the investments’ fair values
reflected in non-operating income in the Company’s
consolidated statements of income. In the absence of

a publicly available market value, fair value for such
underlying investments are estimated in good faith by the
Company’s management based on such factors as the
liquidity, financial condition and current and projected
operating performance of the investment and, in the case
of private investment fund investments, the fund’s net
asset value. When the Company no longer controls these
funds due to reduced ownership percentage or other
reasons, the funds are deconsolidated and accounted for
under another investment accounting method. In addi-
tion, changes in fair value of certain illiquid investments
held by these funds, including direct investments in
equity or debt securities of privately held companies and
certain real estate products, are recorded based upon the
most current information available at the time, which may
precede the date of the statement of financial position,
considering any significant changes in the operations of
the investment.

Upon consolidation of various sponsored investment
funds, on the Company’s consolidated statements of
financial condition, the Company retains the specialized
accounting principles of the underlying funds pursuant
to ASC 810-10.

Separate Account Assets and Liabilities

Two wholly-owned subsidiaries of the Company in the
United Kingdom are registered life insurance companies
that maintain separate accounts representing segregated
funds held for purposes of funding individual and group
pension contracts. The separate account assets are not
subject to general claims of the creditors of BlackRock.
These accounts and the related liabilities are recorded as
separate account assets and separate account liabilities
on the consolidated statements of financial condition

in accordance with the ASC 944-80, Financial Services—
Separate Accounts.

The net investment income and net realized and unreal-
ized gains and losses attributable to separate account
assets supporting individual and group pension contracts
accrue directly to the contract owner and are not reported
as revenue or non-operating income in the consolidated
statements of income. Policy administration and manage-
ment fees associated with separate account products are
included in investment advisory, administration fees and
securities lending revenue in the consolidated statements
of income.

Collateral Assets Held and Liabilities Under
Securities Lending Agreements

The Company facilitates securities lending arrangements
whereby securities held by separate account assets
discussed above are lent to third parties. In exchange,
the Company receives collateral, principally cash and
securities, ranging from 102% to 108% of the value of
the securities lent in order to reduce credit risk. Under
the Company’s securities lending arrangements, the
Company can resell or re-pledge the collateral and the
borrower can re-sell or re-pledge the loaned securities.
The securities lending transactions entered into by the
Company are accompanied by an agreement that entitles
and obligates the Company to repurchase or redeem

the transferred securities before their maturity. These
transactions are not reported as sales under ASC 860,
Transfers and Servicing ("ASC 860”) because of the
obligation of the Company to repurchase the securities.

As a result, the Company records the collateral received
under these arrangements (both cash and non-cash),

as its own asset in addition to a corresponding liability for
the obligation to return the collateral. As with the securi-
ties lending collateral discussed above, the fair value of
the asset and related obligation to return the collateral
are recorded by the Company. At December 31, 2009, the
fair value of loaned securities held by separate account
assets was approximately $18 billion and the collateral
held under these securities lending agreements was
approximately $19.3 billion. The fair value of the collat-
eral liability approximates the fair value of the collateral
assets and is recorded in collateral liability under securi-
ties lending agreements on the consolidated statements
of financial condition.

Deferred Mutual Fund Sales Commissions

The Company holds the rights to receive certain cash
flows from sponsored mutual funds sold without a front-
end sales charge (“back-end load shares”). The carry-
ing value of these deferred mutual fund commissions is
being amortized over periods between one and six years.
The Company receives distribution fees from these funds
and contingent deferred sales commissions ("CDSCs”)
upon shareholder redemption of certain back-end load
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shares which are recorded within distribution fees on
the consolidated statements of income. Upon receipt of
CDSCs, the Company records revenue and the remaining
unamortized deferred sales commission is expensed.

In April 2007, the Company acquired from a subsidiary
of PNC certain distribution financing arrangements to
receive certain cash flows from sponsored open-ended
mutual funds sold without a front-end sales charge.
The fair value of these capitalized assets is amortized
over periods up to six years. The Company also acquired
the rights to related distribution fees from these funds
and CDSCs upon shareholder redemption of certain
back-end load shares prior to the end of the contingent
deferred sales period. The Company paid $34 million in
exchange for the above rights, which is reflected on the
consolidated statement of cash flows as an acquisition
within investing activities.

The Company periodically reviews the carrying value

of deferred mutual fund commission assets to deter-
mine whether a significant decline in the equity or bond
markets or other events or circumstances indicate that
an impairment in value may have occurred. If indicators
of a potential impairment exist, the Company compares
the carrying value of the asset to the estimated future
net undiscounted cash flows related to the asset. If such
assessments indicate that estimated future net undis-
counted cash flows will not be sufficient to recover the
recorded carrying value, the assets are adjusted to their
estimated fair value. No such impairments were recorded
for the years ended December 31, 2009, 2008 or 2007.

Property and Equipment

Property and equipment are recorded at cost less accu-
mulated depreciation. Depreciation generally is recorded
using the straight-line method over the estimated useful
lives of the various classes of property and equipment.
Leasehold improvements are amortized using the
straight-line method over the shorter of the estimated
useful life or the remaining lease term.

Software Costs

BlackRock develops a variety of risk management,
investment analytic and investment system services
for internal use, utilizing proprietary software which is
hosted and maintained by BlackRock. The Company
follows ASC 350-40, Internal-Use Software ("ASC 350-40").
ASC 350-40 requires the capitalization of certain costs
incurred in connection with developing or obtaining
software for internal use. Capitalized software costs
are included within property and equipment on the
consolidated statements of financial condition and are
amortized beginning when the software project is
complete and put into production, over the estimated
useful life of the software of three years.

Goodwill and Intangible Assets

Goodwill which represents the excess cost of a business
acquisition over the fair value of the net assets acquired
includes assembled workforce. Intangible assets are
comprised of indefinite-lived intangible assets and finite-
lived intangible assets. The value of contracts to manage
assets in proprietary open-end funds, closed-end funds
and collective funds without a specified termination date
is classified as an indefinite-lived intangible asset. The
assignment of indefinite lives to such contracts is based
upon the assumption that there is no foreseeable limit on

the contract period to manage these funds due to the
likelihood of continued renewal at little or no cost.

In addition, trade-names/trademarks are considered
indefinite-lived intangibles as they are expected to gener-
ate cash flows indefinitely. In accordance with ASC 350,
Intangibles—Goodwill and Other ("ASC 350), indefinite-
lived intangible assets and goodwill are not amortized.
The value of contracts for separately managed accounts
and certain alternative funds which have finite lives

are amortized over the expected life of the contracts.

The Company assesses its goodwill, indefinite-lived
management contracts and trade names/trademarks
and finite-lived management contracts for impairment at
least annually. In its assessment of goodwill for impair-
ment, the Company considers such factors as the book
value and market capitalization of the Company. In its
assessment of indefinite-lived management contracts
and trade names/trademarks, the Company considers
such factors as assets under management, product mix,
product margins and projected cash flows to determine
whether the values of each asset are impaired and
whether the indefinite-Llife classification is still appro-
priate. The fair value of indefinite-lived intangible assets
and goodwill is determined based on the discounted value
of expected future cash flows. The fair value of finite-lived
management contracts and their remaining useful life is
reviewed at least annually to determine if circumstances
exist which may indicate a potential impairment. In addi-
tion, if circumstances exist, the Company will perform

an impairment test, using an undiscounted cash flow
analysis. If the asset is determined to be impaired, the
difference between the book value of the asset and its
current fair value would be recognized as an expense in
the period in which the impairment is determined.

Change in Method of Applying an Accounting Principle

During 2007, the Company changed the date of its annual
impairment tests for goodwill and indefinite-lived intan-
gible assets to July 31st in order to provide additional
time for testing due to the significant increase in these
assets as a result of recent acquisitions. The Company’s
management believes that this change in the method

of applying an accounting principle is preferable under
the circumstances and does not result in adjustments to
the Company’s consolidated financial statements when
applied retrospectively, nor would it result in the delay,
acceleration or avoidance of recording a potential future
impairment. This change in the method of applying ASC
350 had no impact on the consolidated statements of
income for the year ended December 31, 2007.

The impairment tests performed as of July 31, 2009, 2008
and 2007 indicated that no impairment charges were
required. Due to the capital market events that occurred
in 2007 and 2008, the Company performed an additional
impairment test as of September 30, 2008 which also
indicated no impairment charges were required.

Assets and Liabilities to be Disposed of by Sale

In the course of the business of establishing real estate
and other alternative investment funds, the Company
may purchase land, properties and other assets while
incurring liabilities directly associated with the assets,
together a disposal group, with the intention to sell the
disposal group to sponsored investment funds upon
their launch. In accordance with the provisions of

ASC 360-10, Property, Plant and Equipment ("ASC 360-10"),
the Company treats these assets and liabilities as
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a “disposal group”, measured at the lower of the carrying
amount or fair value. Losses are recognized for any initial
or subsequent write-down to fair value and gains are
recognized for any subsequent increase in fair value, but
not in excess of the cumulative loss previously recognized.

At December 31, 2009 and 2008, the Company held dis-
posal group assets of $46 million and $64 million in other
assets and related disposal group liabilities of $45 million
and $63 million of other liabilities, respectively, on its
consolidated statements of financial condition. At Decem-
ber 31, 2009 and 2008, disposal group liabilities included
approximately $42 million and $58 million of borrow-
ings directly associated with the disposal group assets,
respectively. During the year ended December 31, 2009
and 2008, the Company recorded a net loss of $2 mil-

lion and $14 million, respectively, within non-operating
income (expense) on its consolidated statements of
income related to the disposal group, respectively.

Classification and Measurement of
Redeemable Securities

The provisions of ASC 480-10, Distinguishing Liabilities
from Equity ("ASC 480-10"), require temporary equity
classification for instruments that are currently redeem-
able or convertible for cash or other assets at the option
of the holder. At December 31, 2009 and 2008, the
Company determined that $49 million and $266 mil-
lion, respectively, of non-controlling interests related to
certain consolidated sponsored investment funds were
redeemable at the option of the holder for cash or other
assets, resulting in temporary equity classification on the
consolidated statements of financial condition.

The amount of temporary equity related to convertible
instruments is measured as the excess of the amount of
cash required to be exchanged in a hypothetical settle-
ment, as of the balance sheet date, over the current
carrying amount of the liability component. During the
year ended December 31, 2009, the 2.625% convertible
debentures became convertible at the option of the
holders into cash and shares of the Company’s common
stock. The amount of cash required to be paid outin a
hypothetical settlement exceeded the current carrying
amount of the liability component by less than $1 million.

Non-Controlling Interests

Non-controlling interests on the consolidated state-
ments of income includes the income/(loss) allocated to
non-controlling interest holders of the Company’s con-
solidated sponsored investment funds. Non-controlling
interests are not adjusted for taxes for consolidated spon-
sored investment funds that are treated as pass-through
entities for tax purposes.

Treasury Stock

The Company records common stock purchased for
treasury at cost. At the date of subsequent reissuance,
the treasury stock account is reduced by the cost of such
stock on the average cost method.

Revenue Recognition

Investment Advisory, Administration Fees and Securities
Lending Revenue

Investment advisory and administration fees are rec-
ognized as the services are performed. Such fees are
primarily based on pre-determined percentages of the

market value of the assets under management ("AUM")
or, in the case of certain real estate clients, net operating
income generated by the underlying properties. Invest-
ment advisory and administration fees are affected by
changes in AUM, including market appreciation or depre-
ciation and net subscriptions or redemptions. Investment
advisory and administration fees for investment funds are
shown net of fees waived pursuant to contractual expense
limitations of the funds or voluntary waivers. Certain real
estate fees are earned upon the acquisition or disposition
of properties in accordance with applicable investment
management agreements and are generally recognized
at the closing of the respective real estate transactions.

The Company contracts with third parties and related
parties for various mutual fund distribution and share-
holder servicing to be performed on behalf of certain
funds managed by the Company. Such arrangements
generally are priced as a portion of the management fee
paid by the fund. In certain cases, the fund takes on the
primary responsibility for payment for services such that
BlackRock bears no credit risk to the third party. The
Company accounts for such retrocession arrangements
in accordance with ASC 605-45, Revenue Recognition—
Principal Agent Considerations ("ASC 605-45") and has
recorded its management fees net of retrocessions.
Retrocessions for the years ended December 31, 2009,
2008 and 2007 were $611 million, $762 million and $780
million, respectively, and were reflected net in invest-
ment advisory, administration fees and securities lending
revenue on the consolidated statements of income.

The Company also earns securities lending revenue by
lending securities on behalf of clients, primarily to bro-
kerage institutions. Such revenues are accounted for on
an accrual basis. The net income earned on the collateral
is shared between the Company and funds or other third-
party accounts managed by the Company from which the
securities are borrowed.

Performance Fees

The Company also receives performance fees or an
incentive allocation from alternative investment products
and certain separately managed accounts. These perfor-
mance fees are earned upon exceeding specified relative
or absolute investment return thresholds. Such fees are
recorded upon completion of the measurement period
which varies by product or account.

The Company receives carried interest from certain
alternative investments upon exceeding performance
thresholds. BlackRock may be required to return all,

or part, of such carried interest depending upon future
performance of these investments. BlackRock records
carried interest subject to such claw-back provisions

as performance fees on its consolidated statements of
income upon the earlier of the termination of the alterna-
tive investment fund or when the likelihood of claw-back
is mathematically improbable. The Company records a
deferred carried interest liability to the extent it receives
cash or capital allocations prior to meeting the revenue
recognition criteria. At December 31, 2009 and 2008, the
Company had $13 million and $21 million, respectively,
of deferred carried interest recorded in other liabilities on
the consolidated statements of financial condition.

BlackRock Solutions and Advisory

BlackRock provides a variety of market risk manage-
ment, investment analytic, enterprise investment system
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and financial markets advisory services to financial
institutions, pension funds, asset managers, foundations,
consultants, mutual fund sponsors, real estate invest-
ment trusts and government agencies. These services
are provided under the brand name BlackRock Solutions
and include a wide array of risk management services,
valuation of illiquid securities, disposition and workouts,
strategic planning and execution, and enterprise invest-
ment system outsourcing for clients. Fees earned for
BlackRock Solutions and advisory services are recorded
as services are performed and are determined using
some, or all, of the following methods: (i) fixed fees,

(i) percentages of various attributes of advisory AUM and
(iii) performance fees if contractual thresholds are met.
The fees earned for BlackRock Solutions and advisory
services are recorded in BlackRock Solutions and advisory
on the consolidated statements of income.

Other Revenue

The Company earns fees for transition management ser-
vices comprised of referral fees or agency commissions
from acting as an introducing broker-dealer in buying
and selling securities on behalf of the Company’s
customers. Commissions and related clearing expenses
related to transition management services are recorded
on a trade-date basis as securities transactions occur
and are reflected in other revenue on the consolidated
statements of income.

The Company also earns commissions revenue upon the
sale of unit trusts and Class A mutual funds. Revenue is
recorded at the time of the sale of the product.

Stock-Based Compensation

The Company applies the requirements within ASC 718-10,
Compensation—Stock Compensation ("ASC 718-10") which
establish standards for the accounting for transactions

in which an entity exchanges its equity instruments for
goods or services, primarily focusing on the account-

ing for transactions in which an entity obtains employee
services in share-based payment transactions. Entities
are required to measure the cost of employee services
received in exchange for an award of equity instruments
based on the grant-date fair value of the award. The cost
is recognized over the period during which an employee is
required to provide service (usually the vesting period) in
exchange for the stock award.

The Company measures the grant-date fair value of
employee share options and similar instruments using
option-pricing models. If an equity award is modified after
the grant date, incremental compensation cost is recog-
nized in an amount equal to the excess of the fair value

of the modified award over the fair value of the original
award immediately before the modification. The grant-
date fair value of restricted stock units is calculated using
the Company’s share price on the date of grant. Compen-
sation cost is recorded by the Company on a straight-line
basis over the requisite service period for each separately
vesting portion of the award as if the award is, in-substance,
multiple awards. Awards under the Company’s stock-
based compensation plans vest over periods ranging
from one to five years. Compensation cost is reduced by
the number of awards expected to be forfeited prior to
vesting. Forfeiture estimates generally are derived using
historical forfeiture information, where available, and are
reviewed for reasonableness at least annually.

The Company amortizes the grant-date fair value of
stock-based compensation awards made to retirement
eligible employees over the required service period. Upon
notification of retirement, the Company accelerates the
unamortized portion of the award over the contractually-
required retirement notification period, if applicable.

The Company pays cash dividend equivalents, that are not
subject to vesting, on outstanding restricted stock units
("RSUs”) granted prior to 2009. ASC 718-10 requires divi-
dend equivalents on RSUs expected to be forfeited to be
included in compensation and benefits expense. Dividend
equivalents on shares expected to vest are recorded in
retained earnings.

Distribution and Servicing Costs

Distribution and servicing costs include payments to third
parties and affiliates, including Merrill Lynch and PNC,
primarily associated with distribution and servicing of
client investments in certain BlackRock products. Distri-
bution and servicing costs are expensed when incurred.

Direct Fund Expenses

Direct fund expenses, which are expensed as incurred,
consist primarily of third party non-advisory expenses
incurred by BlackRock related to certain funds for the use
of certain index trademarks, reference data for certain
indices, custodial services, fund administration, fund
accounting, transfer agent services, shareholder report-
ing services, audit and tax services as well as other fund
related expenses directly attributable to the non-advisory
operations of the fund.

Leases

The Company accounts for its operating leases, which
may include escalations, in accordance with ASC 840-10,
Leases. The Company expenses the lease payments
associated with operating leases evenly during the lease
term (including rent-free periods), beginning on the com-
mencement of the lease term.

Foreign Exchange

Monetary assets and liabilities of foreign subsidiaries
having non-U.S. dollar functional currencies are trans-
lated at exchange rates at the date of the consolidated
statements of financial condition. Non-monetary assets
and liabilities of foreign subsidiaries having non-U.S.
dollar functional currencies are translated at historical
exchange rates. Revenues and expenses are translated
at average exchange rates during the period. Gains

or losses resulting from translating foreign currency
financial statements into U.S. dollars are included in
accumulated other comprehensive income, a separate
component of stockholders’ equity on the consolidated
statements of financial condition. Gains or losses result-
ing from foreign currency transactions are included in
general and administration expense on the consolidated
statements of income. For the years ended December 31,
2009, 2008 and 2007, the Company recorded gains/
(losses) from foreign currency transactions of ($11) mil-
lion, $50 million and $1 million, respectively.

Income Taxes

The Company accounts for income taxes under the asset
and liability method prescribed by ASC 740-10, Income
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Taxes ("ASC 740-10"). Deferred tax assets and liabilities
are recognized for the future tax consequences attribut-
able to temporary differences between the financial state-
ment carrying amounts of existing assets and liabilities
and their respective tax bases using currently enacted

tax rates in effect for the year in which the differences are
expected to reverse. The effect of a change in tax rates on
deferred tax assets and liabilities is recognized in income
in the period that includes the enactment date.

Management periodically assesses the recoverability

of its deferred tax assets based upon expected future
earnings, taxable income in prior carryback years, future
deductibility of the asset, changes in applicable tax laws
and other factors. If management determines that it is
not more likely than not that the deferred tax asset will
be fully recoverable in the future, a valuation allowance
will be established for the difference between the asset
balance and the amount expected to be recoverable in the
future. This allowance will result in a charge to income
tax expense on the Company’s consolidated statements
of income. Further, the Company records its income taxes
receivable and payable based upon its estimated income
tax liability.

BlackRock adopted the provisions of ASC 740-10 related
to uncertainty in income taxes on January 1, 2007. ASC
740-10 clarifies the accounting for uncertainty in income
taxes recognized in a company’s financial statements.
ASC 740-10 prescribes a threshold for measurement
and recognition in the financial statements of an asset or
liability resulting from a tax position taken or expected to
be taken in an income tax return. ASC 740-10 also pro-
vides guidance on derecognition, classification, interest
and penalties, accounting in interim periods, disclosure
and transition.

Excess tax benefits and shortfalls related to stock-based
compensation are recognized as additional paid in capital
and subsequent to the adoption of ASC 740-10 excess

tax benefits are reflected as financing cash flows on the
consolidated statements of cash flows. If the Company
does not have additional paid-in capital credits (cumula-
tive tax benefits recorded to additional paid-in capital),
the Company will record an expense for any deficit
between the recorded tax benefit and tax return benefit.
At December 31, 2009, BlackRock had excess additional
paid-in capital credits to absorb potential deficits between
recorded tax benefits and tax return benefits.

Earnings per Share (“EPS”)

As a result of the retrospective adoption of the new
required provisions within ASC 260-10, Earnings per
Share ("ASC 260-10"), on January 1, 2009, EPS is calcu-
lated pursuant to the two-class method as defined in
ASC 260-10. See Accounting Policies Adopted in the Year
Ended December 31, 2009 below for further informa-
tion. Basic EPS is calculated by dividing net distributed
and undistributed earnings allocated to common share-
holders by the weighted average number of common
shares outstanding. Diluted EPS includes the determi-
nants of basic EPS and, in addition, reflects the impact
of other potentially dilutive shares.

Due to the similarities in terms between BlackRock
series A, B, C and D non-voting participating preferred
stock and the Company’s common stock, the Company
considers each series of non-voting participating pre-
ferred stock to be common stock equivalents for pur-
poses of earnings per common share calculations.

In accordance with ASC 260-10, shares of the Company’s
common stock are not included in basic earnings per
common share until contingencies are resolved and the
shares are released. Shares of the Company’s common
stock are not included in diluted earnings per common
share unless the contingency has been met assuming
that the contingency period ended on the date of the
consolidated statement of financial condition.

Business Segments

The Company’s management directs BlackRock’s opera-
tions as one business, the asset management business.
As such, the Company operates in one business segment
as defined in ASC 280-10, Segment Reporting.

Fair Value Measurements

BlackRock adopted the applicable provisions of ASC
820-10, Fair Value Measurements and Disclosures [“ASC
820-10"), as of January 1, 2008, which require, among
other things, enhanced disclosures about assets and
liabilities that are measured and reported at fair value.
The provisions of ASC 820-10 establish a hierarchy that
prioritizes inputs to valuation techniques used to mea-
sure fair value and requires companies to disclose the
fair value of their financial instruments according to a fair
value hierarchy (i.e., Level 1, 2 and 3 inputs, as defined).
The fair value hierarchy gives the highest priority to
quoted prices (unadjusted) in active markets for identical
assets or liabilities and the lowest priority to unobserv-
able inputs. Additionally, companies are required to
provide enhanced disclosure regarding instruments in
the Level 3 category (which have inputs to the valuation
techniques that are unobservable and require significant
management judgment], including a reconciliation of the
beginning and ending balances separately for each major
category of assets and liabilities.

Financial instruments measured and reported at fair
value are classified and disclosed in one of the following
categories:

Level 1 Inputs—Quoted prices (unadjusted) in active
markets for identical assets or liabilities at the report-
ing date. Level 1 assets include listed mutual funds
and equities.

Level 2 Inputs—Quoted prices for similar assets or
liabilities in active markets; quoted prices for identical
or similar assets or liabilities that are not active; and
inputs other than quoted prices that are observable,
such as models or other valuation methodologies.
Assets that generally are included in this category may
include debt securities, short-term floating rate notes
and asset-backed securities, securities held within
consolidated hedge funds, certain limited partner-
ship interests in hedge funds in which the valuations
for substantially all of the investments within the fund
are based upon Level 1 or Level 2 inputs, restricted
public securities valued at a discount, as well as over
the counter derivatives, including interest and inflation
rate swaps and foreign exchange currency contracts
that have inputs to the valuations that can be generally
corroborated by observable market data.

Level 3 Inputs—Unobservable inputs for the valuation
of the asset or liability, which may include non-binding
broker quotes. Level 3 assets include investments for
which there is little, if any, market activity. These inputs
require significant management judgment or estima-
tion. Assets included in this category generally include
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general and limited partnership interests in private
equity funds, funds of private equity funds, real estate
funds, hedge funds, and funds of hedge funds, direct pri-
vate equity investments held within consolidated funds
and certain held for sale real estate disposal assets.

Level 3 inputs include BlackRock capital accounts for its
partnership interests in various alternative investments,
including distressed credit hedge funds, real estate and
private equity funds which may be adjusted by using the
returns of certain market indices. The various partner-
ships are investment companies which record their
underlying investments at fair value based on fair value
policies established by management of the underlying
fund. Fair value policies at the underlying fund generally
require the fund to utilize pricing/valuation informa-
tion, including independent appraisals, from third party
sources, however, in some instances current valuation
information, for illiquid securities or securities in markets
that are not active, may not be available from any third
party source or fund management may conclude that the
valuations that are available from third party sources are
not reliable. In these instances fund management may
perform model-based analytical valuations that may be
used to value these investments.

The Company’s assessment of the significance of a par-
ticular input to the fair value measurement in its entirety
requires judgment and considers factors specific to the
financial instrument.

Fair Value Option

In February 2007, the Financial Accounting Standards
Board ("FASB”) issued new guidance within ASC 825-10,
Financial Instruments ("ASC 825-10"). The relevant provi-
sions within ASC 825-10 permit entities to choose to
measure eligible financial assets and liabilities at fair
value. Unrealized gains and losses on items for which
the fair value option has been elected are reported in
earnings. The decision to elect the fair value option is
determined on an instrument by instrument basis, must
be applied to an entire instrument and it is irrevocable
once elected. Assets and liabilities measured at fair
value pursuant to ASC 825-10 are required to be reported
separately in the statement of financial condition from
those instruments measured using another accounting
method. The Company adopted the applicable provisions
of ASC 825-10 on January 1, 2008; however, elected not
to apply the fair value option to any of its eligible financial
assets or liabilities at that date. Therefore, the adoption of
the applicable provision of ASC 825-10 had no impact on
the Company’s consolidated financial statements. As of
December 31, 2009, the Company has not elected the fair
value option for any eligible financial assets or liabilities;
however, the Company may elect the fair value option

for any future eligible financial assets or liabilities upon
their initial recognition.

Disclosure of Fair Value

The disclosure requirements within ASC 825-10 require
disclosure of estimated fair values of certain financial
instruments, both on and off the consolidated statements
of financial condition. For financial instruments recog-
nized at fair value in the statement of financial position,
the disclosure requirements of ASC 820-10 also apply.

The methods and assumptions are set forth below:

e Cash and cash equivalents are carried at either cost or
amortized cost which approximates fair value due to

their short term maturities. Money market funds are
valued through the use of quoted market prices, or $1,
which is generally the net asset value of these funds.

e The carrying amounts of receivables, accounts payable
and accrued liabilities approximates fair value due to
their short maturities.

e The fair value of marketable investments is based on
quoted market prices or broker quotes. If investments
are not readily marketable, fair values are primarily
determined based on net asset values of investments
in limited partnerships/limited liability companies or by
the Company based on management’s assumptions or
estimates, taking into consideration financial informa-
tion of the investment, the industry of the investment,
or valuation services from third party service providers.
At December 31, 2009, with the exception of certain
equity method and cost method investments that are
not accounted for under a fair value measure, the carry-
ing value of investments approximated fair value. See
Note 7, Fair Value Disclosures, for more information.

Derivative Instruments and Hedging Activities

ASC 815-10, Derivatives and Hedging ("ASC 815-10"],
establishes accounting and reporting standards for deriv-
ative instruments, including certain derivatives embedded
in other contracts and for hedging activities. ASC 815-10
generally requires an entity to recognize all derivatives as
either assets or liabilities in the consolidated statements
of financial condition and to measure those investments
at fair value.

The Company does not use derivative financial instru-
ments for trading or speculative purpose. The Company
uses derivative financial instruments primarily for pur-
poses of hedging (a) exposures to fluctuations in foreign
currency exchange rates of certain assets and liabili-
ties and (b) market exposures for certain investments.
The Company may also use derivatives within separate
account assets and liabilities which are segregated
funds held for purposes of funding individual and group
pension contracts or in connection with capital sup-
port agreements with affiliated investment companies.
In addition, certain consolidated sponsored investment
funds may also invest in derivatives as a part of their
investment strategy.

Changes in the fair value of the Company’s derivative
financial instruments are recognized in current earnings
and, where applicable, are offset by the corresponding
gain or loss on the related foreign-denominated assets
or liabilities or hedged investments, in the consolidated
statements of income.

Reclassifications
Certain items previously reported have been reclassified
to conform to the current year presentation.

Recent Accounting Developments

Accounting Policies Adopted in the Year Ended
December 31, 2009

Non-Controlling Interests

In December 2007, the FASB issued new requirements
within ASC 810-10, which established accounting and
reporting standards for a non-controlling interestin a
subsidiary and for the deconsolidation of a subsidiary and
clarifies that a non-controlling interest in a subsidiary
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is an ownership interest in the consolidated entity that
should be reported as equity, separate from the parent’s
equity, in the consolidated financial statements. In addi-
tion, consolidated net income should be adjusted to
include the net income attributed to the non-controlling
interests. The Company adopted the applicable guidance
of ASC 810-10 on January 1, 2009, which required retro-
spective adoption of the presentation and disclosure
requirements for existing non-controlling interests.

All other requirements of ASC 810-10 are applied prospec-
tively. The adoption of the applicable provisions of ASC
810-10 did not impact BlackRock’s stockholders” equity
on the consolidated statements of financial condition.

Convertible Debt Instruments

In May 2008, the FASB issued new requirements within
ASC 470-20, which specify that for convertible debt
instruments that may be settled in cash upon conversion,
issuers of such instruments should separately account
for the liability and equity components in the statement
of financial condition. The excess of the initial proceeds
of the convertible debt instrument over the amount allo-
cated to the liability component creates a debt discount
which should be amortized as interest expense over the
expected life of the liability. The applicable provisions of
ASC 470-20 are effective for financial statements issued
for fiscal years and interim periods beginning after
December 15, 2008 and are to be applied retrospectively.
At December 31, 2009 and 2008, the Company had $243
million and $249 million principal amount of convertible
debentures outstanding, respectively, which were issued
in February 2005, bear interest at a rate of 2.625%, and
are due in 2035. The Company retrospectively adopted
the required paragraphs of ASC 470-20 on January 1,
2009 resulting in a total cumulative impact of a $9 million
reduction to retained earnings at December 31, 2008.
The effective borrowing rate for nonconvertible debt at
the time of issuance of the 2.625% convertible deben-
tures was estimated to be 4.3%, which resulted in $18
million of the $250 million aggregate principal amount
of the debentures issued, or $12 million after tax, being
attributable to equity. At December 31, 2009 and 2008,
less than $1 million and $4 million, respectively, of the
initial $18 million debt discount remained unamortized,
and was amortized to the first put date of the convertible
debentures in February 2010. As a result, the Company
recognized approximately $4 million and $3 million of
additional interest expense in each of the years ended
December 31, 2009 and 2008, respectively.

Earnings Per Share

In June 2008, the FASB issued new requirements within
ASC 260-10, which specify that all outstanding unvested
share-based payment awards that contain rights to
nonforfeitable dividends or dividend equivalents are con-
sidered participating securities and should be included

in the computation of EPS pursuant to the two-class
method as defined in ASC 260-10. The new requirements
of ASC 260-10 are effective for fiscal years beginning after
December 15, 2008, and interim periods within those
fiscal years. All prior period EPS data presented must

be adjusted retrospectively. Prior to 2009, the Company
awarded restricted stock and restricted stock units with
nonforfeitable dividend equivalent rights. Restricted stock
and restricted stock units awarded in 2009 are not con-
sidered participating securities as dividend equivalents
are subject to forfeiture prior to vesting of the award.

The Company adopted the new requirements of ASC 260-10
on January 1, 2009.

The impact of retrospective adoption of ASC 470-20 and
ASC 260-10 to diluted EPS for common shares in 2007
and 2008 was a decline of $0.16 and $0.13, respectively.

Fair Value Measurements

In February 2008, the FASB issued new guidance within
ASC 820-10, which delayed the effective date of the
application of ASC 820-10 to fiscal years beginning after
November 15, 2008 for all non-financial assets and
liabilities recognized or disclosed at fair value in the
financial statements on a non-recurring basis. Non-
recurring non-financial assets and liabilities include
goodwill, indefinite-lived and finite-lived intangible assets
and long-lived assets each measured at fair value for
purposes of impairment testing, asset retirement and
guarantee obligations initially measured at fair value,

and those assets and liabilities initially measured at fair
value in a business combination or asset purchase. The
adoption of the provisions of ASC 820-10 on January 1,
2009 for non-recurring non-financial assets and liabilities
did not have a material impact on the Company’s
consolidated financial statements.

Fair Value Measurements Disclosures and
Impairments of Securities

In April 2009, the FASB issued the following three provi-
sions intended to provide additional application guidance
and enhance disclosures regarding fair value measure-
ments and impairments of securities:

e The new provisions issued within ASC 320-10, /nvest-
ments—Debt and Equity Securities ("ASC 320-10"),
amend current other-than-temporary impairment
guidance in GAAP for debt securities to make the guid-
ance more operational and to improve the presentation
and disclosure of other-than-temporary impairments
on debt and equity securities in the financial state-
ments. Under ASC 320-10, an other-than-temporary
impairment for debt securities is triggered if (1) an
entity has the intent to sell the security, (2] it is more
likely than not that an entity will be required to sell
the security before recovery, or (3) an entity does not
expect to recover the entire amortized cost basis of the
security. If an entity does not intend to sell a security
and it is not more likely than not that the entity will be
required to sell the security, but the security has suf-
fered a credit loss, the impairment charge will be sepa-
rated into the credit loss component, which is recorded
in earnings, and the remaining portion is recorded in
other comprehensive income. ASC 320-10 does not
amend existing recognition and measurement guid-
ance related to other-than-temporary impairments of
equity securities.

e The new provisions issued within ASC 820-10, Fair
Value Measurements and Disclosures (“ASC 820-10"),
provide additional guidance on determining when the
volume and level of activity for an asset or liability
has significantly decreased and includes guidance on
identifying circumstances that indicate a transaction is
not orderly.

e The new provisions issued within ASC 825-10, Financial
Instruments ("ASC 825-10"), amend the existing disclo-
sure guidance about fair value of financial instruments
to expand the required qualitative and quantitative



BLACKROCK = 80 =

NOTES

disclosures about fair value of financial instruments to
interim reporting periods for publicly traded entities.

In addition, the applicable guidance within ASC 825-10
amends ASC 270-10, Interim Reporting, to require those
disclosures in summarized financial information at
interim reporting periods.

The adoption of all three of the above new provisions as
of April 1, 2009, did not materially impact the Company’s
consolidated financial statements.

Business Combinations

In December 2007, the FASB issued new guidance within
ASC 805, Business Combinations ("ASC 805”), and in April
2009, the FASB issued additional guidance within ASC
805, Accounting for Assets Acquired and Liabilities Assumed
in a Business Combination That Arise From Contingencies.
ASC 805 retains the fundamental requirements that the
acquisition method of accounting (the purchase method)
be used for all business combinations and for an acquirer
to be identified for each business combination. The new
provisions within ASC 805 further define the acquirer,
establish the acquisition date and broaden the scope of
transactions that qualify as business combinations.

Additionally, the new requirements within ASC 805
change the fair value measurement provisions for assets
acquired, liabilities assumed and any non-controlling
interest in the acquiree, provide guidance for the mea-
surement of fair value in a step acquisition, change the
requirements for recognizing assets acquired and liabili-
ties assumed subject to contingencies, provide guidance
on recognition and measurement of contingent consid-
eration and require that acquisition-related costs of the
acquirer generally be expensed as incurred. Reversal

of valuation allowances related to acquired deferred tax
assets and changes to liabilities for unrecognized tax
benefits related to tax positions assumed in business
combinations that settled prior to the adoption of the new
requirements within ASC 805 affected goodwill. If such
valuation allowances reverse or liabilities change subse-
quent to the adoption of the new requirements within
ASC 805, such changes will affect the income tax provi-
sion in the period of reversal or change.

The new requirements within ASC 805 apply prospectively
to business combinations for which the acquisition date

is on or after the beginning of the first annual reporting
period beginning on or after December 15, 2008. The
Company adopted the new requirements within ASC 805
on January 1, 2009. The adoption of the new requirements
within ASC 805 impacted the Company’s consolidated
financial statements for the year ended December 31,
2009 as the Company completed its acquisition of BGI
during 2009 and certain acquisition related costs in con-
nection with the BGI Transaction have been expensed

as incurred. See Note 3, Mergers and Acquisitions, for
further discussion.

Useful Life of Intangible Assets

In April 2008, the FASB issued additional guidance
within ASC 350-30, General Intangibles Other than
Goodwill ("ASC 350-30"). The required provisions within
ASC 350-30 amend the factors that should be considered
in developing renewal or extension assumptions used to
determine the useful life of a recognized intangible asset
under the prior guidance within ASC 350, /ntangibles—
Goodwill and Other. ASC 350-30 requires that an entity
shall consider its own experience in renewing similar

arrangements. ASC 350-30 is intended to improve the
consistency between the useful life of an intangible asset
determined under prior requirements within ASC 350 and
the period of expected cash flows used to measure the
fair value of the asset under ASC 805 and other GAAP.
The new requirements of ASC 350-30 are effective for
financial statements issued for fiscal years beginning
after December 15, 2008, and interim periods within
those fiscal years. The adoption on January 1, 2009 of the
new requirements within ASC 350-30 did not materially
impact the Company’s consolidated financial statements.

Disclosures about Derivative Instruments

In March 2008, the FASB issued new guidance within
ASC 815-10. ASC 815-10 expands the disclosure require-
ments for derivative instruments and hedging activities.
ASC 815-10 specifically requires enhanced disclosures
addressing: (1] how and why an entity uses derivative
instruments, (2] how derivative instruments and related
hedged items are accounted for under ASC 815 and its
related interpretations and (3) how derivative instruments
and related hedged items affect an entity’s financial posi-
tion, financial performance and cash flows. ASC 815-10
is effective for fiscal years and interim periods beginning
after November 15, 2008. The adoption on January 1,
2009 of the additional disclosure requirements of

ASC 815-10 did not materially impact the Company’s
consolidated financial statements.

Meaning of Indexed to a Company’s Own Stock

In June 2008, the FASB issued new guidance within

ASC 815-40, Derivatives and Hedging: Contracts in Entity’s
Own Equity ("ASC 815-40"). The new requirements of

ASC 815-40 provide guidance for determining whether an
equity-linked financial instrument (or embedded feature)
is indexed to an entity’s own stock. To meet the definition
of “indexed to its own stock,” an instrument’s contingent
exercise provisions must not be based on an observable
market other than the market for the issuer’s stock,

and its settlement amount must be based only on those
variables that are inputs to the fair value of a “fixed-
for-fixed“forward or option on an entity’s equity shares.
The adoption on January 1, 2009 of the required provi-
sions of ASC 815-40 did not change the classification

or measurement of the Company’s financial instruments.

Subsequent Events

In May 2009, the FASB issued ASC 855-10, Subsequent
Events ("ASC 855-10"), which provides guidance to estab-
lish general standards of accounting for and disclosures
of events that occur after the balance sheet date but
before financial statements are issued or are available

to be issued. ASC 855-10 is effective for interim or fiscal
periods ending after June 15, 2009. The Company adopted
ASC 855-10 on June 30, 2009. The adoption of ASC 855-10
did not materially impact the Company’s consolidated
financial statements.

In February 2010, the FASB issued ASU 2010-09, Sub-
sequent Events ("ASU 2010-09"), effective immediately,
which amends ASC 855-10 to clarify that an SEC filer is
not required to disclose the date through which subse-
quent events have been evaluated in the financial state-
ments. The adoption of ASU 2010-09 did not materially
impact the Company’s consolidated financial statements.
See Note 25, Subsequent Events, for further discussion.
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The FASB Accounting Standards Codification

In June 2009, the FASB issued Accounting Standards
Update ("ASU") No. 2009-1, Amendments Based on SFAS
No. 168, The FASB Accounting Standards Codification and
the Hierarchy of Generally Accepted Accounting Principles—
a replacement of FASB Statement No. 162 ("ASU 2009-1").
ASU 2009-1 established the FASB ASC as the single
source of authoritative GAAP to be applied by nongov-
ernmental entities. Rules and interpretive releases of

the SEC under authority of federal securities laws are
also sources of authoritative GAAP for SEC registrants.
All other accounting literature not included in the ASC
will become nonauthoritative. ASU 2009-1 is effective

for financial statements for interim or annual reporting
periods ending after September 15, 2009. The Company
adopted ASU 2009-1 on September 30, 2009. As ASU
2009-1 does not change GAAP, its adoption did not impact
amounts recorded or disclosures required as part of the
Company’s consolidated financial statements.

Measuring Fair Value of Certain Alternative Investments

In September 2009, the FASB issued ASU 2009-12, Invest-
ments in Certain Entities That Calculate Net Asset Value per
Share (or Its Equivalent) ("ASU 2009-12"). ASU 2009-12
amends ASC 820-10 to provide guidance on measur-

ing the fair value of certain alternative investments. The
amendments in this ASU permit, as a practical expedi-
ent, a reporting entity to use the investment’s net asset
value per share ("NAV”) to measure the fair value of the
investment provided that the NAV is calculated as of the
reporting entity’s measurement date. ASU 2009-12 also
requires enhanced disclosures by major investment
category about the attributes of the investments within
the scope, such as the nature of the restrictions, the
amount of the unfunded commitments and the descrip-
tion of the investment strategies of the investees. ASU
2009-12 is effective for the interim and annual reporting
periods ending after December 15, 2009. In the period of
adoption, an entity must disclose any change in valuation
technique and related inputs and quantify the total effect,
if practicable. The adoption of the additional disclosure
requirements of ASU 2009-12, on December 31, 2009,
did not materially impact the Company’s consolidated
financial statements. See Note 7, Fair Value Disclosures
for more information.

Recent Accounting Developments
New Consolidation Guidance for Variable Interest Entities

In June 2009, the FASB issued new requirements within
ASC 810-10, which amend the consolidation guidance for
variable interest entities under FIN 46(R). The amend-
ments include: (1) the elimination of the exemption from
consolidation for qualifying special purpose entities,

(2) a new approach for determining the primary benefi-
ciary of a VIE, which requires that the primary beneficiary
have both (i) the power to control the most significant
activities of the VIE and (ii) either the obligation to absorb
losses or the right to receive benefits that could poten-
tially be significant to the VIE, and (3] the requirement to
continually reassess the primary beneficiary of a VIE.

In February 2010 the FASB issued ASU 2010-10, Amend-
ments to Statement 167 for Certain Investment Funds
("ASU 2010-10"). The ASU will indefinitely defer the
application of SFAS No. 167, Amendments to FASB Inter-
pretation No. 46(R] for a reporting enterprise’s interest in
an entity if all of the following conditions are met:

(1) the entity either has all of the attributes of an invest-
ment company, as specified in ASC 946-10, Financial
Services—Investment Companies ("ASC 946-10"); (2) it

is industry practice to apply measurement principles

for financial reporting that are consistent with those in
ASC 946-10; (3] the entity is not a securitization entity,

an asset-backed financing entity, or an entity formerly
considered a qualifying special-purpose entity, and (4) the
reporting enterprise does not have an obligation to fund
losses significant to the entity.

In addition, the deferral applies to a reporting entity’s
interest in an entity that is required to comply or operate
in accordance with the requirement of Rule 2a-7 of the
Investment Company Act of 1940 for registered money
market funds.

The amendments in this ASU clarify that for entities that
do not qualify for the proposed deferral, related parties
should be considered when evaluating each of the criteria
for determining whether a decision maker or service
provider fee represents a variable interest.

An entity that qualifies for the deferral will continue to be
assessed for consolidation under the overall guidance on
variable interest entities in ASC 810-10 (before its amend-
ment by SFAS No. 167) or other applicable consolidation
guidance, including guidance for the consolidation of
partnerships in ASC 810-20. The amendment does not
defer the disclosure requirements in SFAS No. 167.

The new provisions of ASC 810-10 and ASU 2010-10 are
both effective for the beginning of an entity’s first annual
reporting period that begins after November 15, 2009, for
interim periods within that first annual reporting period
and for interim and annual reporting periods thereafter.

The Company does not expect the adoption of new provi-
sions of ASC 810-10 and ASU 2009-17 to impact net
income attributable to BlackRock, Inc. or its stockholders’
equity, however, it is currently evaluating the impact to

its first quarter 2010 consolidated financial statements

as a result of consolidating the assets and liabilities and
net income (loss) of certain VIEs, in addition to a cor-
responding non-controlling interest liability or asset and
allocation of net income [loss) to non-controlling interests
primarily related to collateralized debt obligations that it
manages, which do not qualify for the deferral.

Improving Disclosures about Fair Value Measurements

In January 2009, the FASB issued ASU 2010-06, Fair
Value Measurements and Disclosures ("ASU 2010-06").
ASU 2010-06 amends ASC 820-10 to require new disclo-
sures with regards to transfers into and out of Levels 1
and 2 and separate disclosures about purchases, sales,
issuances, and other settlements within the Level 3 fair
value rollforward. ASU 2010-06 also clarifies existing fair
value disclosures about the appropriate level of disaggre-
gation and about inputs and valuation techniques for both
recurring and nonrecurring fair value measurements
that fall in either Level 2 or Level 3. The new disclosures
and clarifications of existing disclosures are effective

for interim and annual reporting periods beginning after
December 15, 2009, except for the disclosures about
purchases, sales and settlements in the rollforward of
activity in Level 3 fair value measurements, which are
effective for fiscal years beginning after December 15,
2010, and for interim periods within those fiscal years.
The adoption of the additional disclosure requirements
of ASU 2010-06 are not expected to materially impact
BlackRock’s consolidated financial statements.
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3 = MERGERS AND ACQUISITIONS

Barclays Global Investors

On December 1, 2009, BlackRock acquired from Barclays
all of the outstanding equity interests of subsidiaries of
Barclays conducting the investment management busi-
ness of BGl in exchange for an aggregate of 37,566,771
shares of BlackRock common stock and participating
preferred stock, subject to certain adjustments, and
$6.65 billion in cash, subject to certain adjustments.
The fair value of the 37,566,771 shares at closing, on
December 1, 2009, was $8.53 billion, at a price of
$227.08 per share, the closing price of BlackRock’s
common stock on November 30, 2009.

The acquisition of BGI brings together market leaders

in active and index strategies to create the preeminent
asset management firm which manages investments

on behalf of institutional and retail investors worldwide.
The combined firm’s products include passively and
actively managed equities and fixed income, cash
management, and alternatives and will offer clients
diversified access to global markets through separate
accounts, common trust funds, mutual funds, exchange-
traded funds, hedge funds, and closed-end funds.

The shares of capital stock issued to Barclays pursuant
to the BGI Transaction represented approximately

4.8% of the outstanding shares of common stock and
approximately an aggregate 19.8% economic interest

in BlackRock immediately following the closing of the
transaction. Barclays generally is restricted from
purchasing additional shares of BlackRock common

or preferred stock if it would result in Barclays holding
more than 4.9% of the total voting power of BlackRock or
more than 19.9% of the total capital stock of BlackRock
on a fully diluted basis. In addition, Barclays is restricted
from transferring 100% of its BlackRock capital stock for
one year after closing and 50% of its BlackRock capital
stock for the second year, without the prior written
consent of BlackRock.

The cash portion of the purchase price was funded
through a combination of existing cash, issuance of short-
term debt backed by a short-term credit facility which
was arranged by Barclays, a related party, and subse-
quently terminated upon the issuance of long-term notes
in December 2009, and proceeds from the private issu-
ance of 19,914,652 capital shares, at a price of $140.60, to
a group of institutional investors, including PNC.

The BGI Transaction was accounted for under the acquisi-
tion method of accounting in accordance with ASC 805.
Accordingly, the purchase price was allocated to the
assets acquired and liabilities and non-controlling inter-
ests assumed based upon their estimated fair values at
the date of the transaction. Substantially all of the excess
of the final purchase price over the fair value of assets
acquired and liabilities and non-controlling interests
assumed was recorded as non-deductible goodwill.

A summary of the recorded fair values of the assets
acquired and liabilities and non-controlling interests
assumed on December 1, 2009 in this acquisition

is as follows.

Estimate of
(Dollar amounts in millions) fair value
Accounts receivable $593
Investments 125
Separate account assets 116,301
Collateral held under securities
lending agreements 23,498
Property and equipment 205
Finite-lived intangible management
contracts (intangible assets) 163
Indefinite-lived intangible management
contracts (intangible assets) 9,785
Trade names/trademarks
(indefinite-lived intangible assets) 1,403
Goodwill 6,842
Other assets 366
Separate account liabilities (116,301)
Collateral liability under securities
lending agreements (23,498)
Deferred tax liabilities (3,799)
Accrued compensation and benefits (885)
Other liabilities assumed (660)
Non-controlling interests assumed (12)
Total consideration,
net of cash acquired $14,126

Summary of consideration, net of cash acquired:

Cash paid $6,650
Cash acquired (1,055)
Capital stock at fair value 8,531
Total cash and stock consideration $14,126

Finite-life management contracts have a weighted-
average estimated useful life of approximately 10 years
and are amortized on the straight-line method.

The fair value of BGI finite-lived management contracts
consists primarily of separate accounts and custom
segregated funds and the fair value of BGI indefinite-lived
management contracts consists primarily of exchange
traded funds, common and collective trusts and open-
end funds.

The fair value of acquired trade names/trademarks
was determined using a royalty rate based primarily on
normalized marketing and promotion expenditures to
develop and support the brands globally.

The purchase accounting adjustments are preliminary
and subject to revision. At this time, except for the items
noted below, the Company does not expect material
changes to the value of the assets acquired or liabilities
assumed in conjunction with the transaction. Specifically,
the following assets and liabilities are subject to change:

¢ Intangible management contracts were valued using
preliminary December 1, 2009 AUM and assumptions.
The value of such contracts may change, primarily as
the result of updates to AUM and those assumptions;

e As management receives additional information,
deferred income tax assets and liabilities and other
assets, due from and to related parties, and other
liabilities may be adjusted as the result of changes in
purchase accounting and applicable tax rates.
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The following unaudited pro forma combined financial
information does not purport to be indicative of actual
results of BlackRock's operations had the BGI Trans-

action actually been consummated at the beginning of
each period presented. Certain one-time charges that

are directly attributable to the BGI Transaction have
been eliminated. The pro forma combined provision for
income taxes may not represent the amount that would
have resulted had BlackRock and BGl filed consolidated
income tax returns during the years presented.

For the year ended
December 31,

(Unaudited)]
(Dollar amounts in millions, except per share data) 20091 (2) 2008
Total revenue $7,676 $8,805
Operating income $3,712 $1,126
Net income attributable to BlackRock, Inc. $2,382 $157
Earnings per share attributable to BlackRock, Inc. common stockholders
Basic $12.41 $0.83
Diluted $12.23 $0.82

(1" Subsequent to the closing of the BGI Transaction on December 1, 2009, BGI contributed $312 million of revenue, $141 million of operating income and

$94 million of net income attributable to BlackRock, Inc.

(2] Includes the full year impact of the long-term notes issued in December 2009.

BlackRock and BGI costs included as pro forma
adjustments (unaudited)

For purposes of the pro forma financial information
above, the following costs have been removed as they are
deemed to be one-time costs directly attributable to the
BGI Transaction.

¢ BlackRock results included $183 million of BlackRock
pre-merger transaction and integration costs in
conjunction with the BGI Transaction such as advisory
fees, legal fees, consulting expenses recorded within
general and administration expenses and compensa-
tion expense which have been expensed as incurred by
BlackRock during the year ended December 31, 2009.

e BGI results for the eleven months ended November 30,
2009 included $299 million of costs related to accelera-
tion of certain compensation costs that were triggered
due to the transaction.

BGI costs and benefits not included as pro forma
adjustments [unaudited)

For purposes of the pro forma financial information
above, the following items which are in BGI's results
and included in the pro forma results have not been
removed as they are not directly attributable to the
BGI Transaction:

e A pre-tax expense of $2.285 billion for the year ended
December 31, 2008 and a pre-tax benefit of $1.249 bil-
lion, for the eleven-month period ended November 30,
2009 related to capital support of certain BGI cash
management products. The liability related to such
capital support has not been assumed in the trans-
action as it will remain with Barclays.

e BGI's tax expense for the year ended December 31,
2008 and the eleven-month period ended Novem-
ber 30, 2009 included a non-recurring tax benefit of
approximately $695 million and a tax expense of $381
million, respectively, related to the capital support.

¢ A pre-tax expense of $29 million for the eleven-month
period ended November 30, 2009 related to a BGI
restructuring independent from the sale to BlackRock.

A pre-tax non-operating gain/(loss) of ($33) million and
$1 million for the year ended December 31, 2008 and
the eleven-month period ended November 30, 2009,
respectively, related to valuation changes for certain
investments that were not acquired by BlackRock.

If such costs and benefits were excluded the pro forma
diluted EPS for 2009 would have decreased by $4.37 and
for 2008 would have increased by $8.33.

Impact Investing

In August 2008, the Company acquired Impact Invest-
ing, an Australia based software development company
specializing in equity portfolio management and analy-
tical software tools. The maximum remaining and total
consideration to be paid is not expected to be material to
the Company’s consolidated financial statements.

Quellos Group

On October 1, 2007, the Company closed the Quellos
Transaction and paid Quellos $562.5 million in cash and
issued 1,191,785 shares of BlackRock common stock,
valued at $188 million. The common stock was placed
in escrow for up to three years and is available to satisfy
certain indemnification obligations of Quellos under the
asset purchase agreement. The value of the common
stock consideration was determined using the average
closing price of BlackRock’s common stock ten days
before the Quellos Transaction announcement date.

In addition, Quellos may receive two contingent payments,
upon achieving certain investment advisory base and
performance fee measures through December 31, 2010,
totaling up to $969 million in a combination of cash

and stock. During 2009, the Company determined the
first contingent payment to be $219 million, of which

$11 million was previously paid in cash during 2008.

Of the remaining $208 million, $156 million was paid

in cash and $52 million was paid in common stock, or
approximately 330,000 shares based on a price of $157.33
per share. The second contingent payment, of up to

$595 million, is based on investment advisory fees
through 2010 and is payable in cash in 2011. Quellos may
also be entitled to a “catch-up” payment in 2011 if certain
investment advisory base fee measures are met through
2010 to the extent that the value of the first contingent
payment is less than $374 million.

The Quellos Transaction was accounted for under the
purchase method of accounting in accordance with

ASC 805 prior to the changes within ASC 805 which were
adopted on January 1, 2009. Accordingly, the purchase
price was allocated to the assets acquired and liabilities
assumed based upon their estimated fair values at the
date of the transaction. The excess, if any, of the final
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purchase price, which may include contingent consider-
ation payments, over the fair value of assets acquired and
liabilities assumed will be recorded as goodwill.

Finite-life intangible management contracts have a
weighted average estimated useful life of approximately
7.4 years and are amortized on the straight-line method.

As contingencies are resolved, BlackRock common
shares held in escrow may be released from escrow.

In April 2008 and November 2009, 280,519 and 42,326
common shares, respectively, were released from escrow
to Quellos in accordance with the Quellos asset purchase
agreement, which resulted in an adjustment to the recog-
nized purchase price. As additional shares held in escrow
are released, and if contingent consideration payments
are made to Quellos, additional purchase price consider-
ation or employee compensation will be recorded.

4 = INVESTMENTS

Adjustments to goodwill related to tax benefits realized
from tax-deductible goodwill in excess of the initial book
goodwill established are discussed in Note 11, Goodwill.

Fund of Hedge Funds

On April 30, 2003, the Company purchased an 80% inter-
est in an investment manager of a hedge fund of funds
for approximately $4 million in cash. On October 1, 2007,
the Company paid $27 million in cash to purchase the
remaining 20% of the investment manager. The pur-
chase price of the remaining interest was performance-
based and was not subject to a maximum, minimum or
the continued employment of former employees of the
investment manager with the Company. As a result of the
transaction in October 2007, $21 million and $8 million of
additional goodwill and indefinite-life intangible assets,
respectively, was recorded.

A summary of the carrying value of total investments is as follows:

Carrying value

December 31,

(Dollar amounts in millions] 2009 2008
Available-for-sale investments $73 $101
Held-to-maturity 29 -
Trading investments 167 122
Other investments:
Consolidated sponsored investment funds (non cash management funds) 360 349
Consolidated sponsored cash management funds — 326
Equity method investments 376 501
Deferred compensation plan hedge fund equity method investments 29 30
Cost method investments 15 —
Total other investments 780 1,206
Total investments $1,049 $1,429

At December 31, 2009, the Company had $463 million

of total investments held by consolidated sponsored
investment funds of which $103 million and $360 million
were classified as trading investments and other invest-
ments, respectively.

Available-for-Sale Investments

At December 31, 2008, the Company had $728 million
of total investments held by consolidated sponsored
investment funds of which $53 million and $675 million
were classified as trading investments and other invest-
ments, respectively.

A summary of the cost and carrying value of investments classified as available-for-sale, is as follows:

Gross unrealized

(Dollar amounts in millions) Carrying
December 31, 2009 Cost Gains Losses value
Available-for-sale investments:
Equity securities:
Sponsored investment funds $53 $2 $(1) $54
Collateralized debt obligations ("CDOs") 2 — — 2
Debt securities:
Mortgage debt 6 1 - 7
Asset-backed debt 10 — — 10
Total available-for-sale investments $71 $3 $(1) $73
December 31, 2008
Available-for-sale investments:
Sponsored investment funds $109 $— $(16) $93
Collateralized debt obligations 6 — (2) 4
Other debt securities 4 — — 4
Total available-for-sale investments $119 $— $(18) $101
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Available-for-sale investments includes seed investments
in BlackRock sponsored investment funds and debt
securities received upon closure of an enhanced cash
fund, in lieu of the Company’s remaining investment

in the fund and securities purchased from another
enhanced cash fund.

During the years ended December 31, 2009, 2008 and
2007, the Company recorded other-than-temporary
impairments of $5 million, including $2 million related
to credit loss impairments on debt securities, $8 mil-
lion and $16 million, respectively, which were recorded
in non-operating income (expense) on the consolidated
statements of income. The $2 million credit loss impair-
ment in 2009 was determined by comparing the esti-
mated discounted cash flows versus the amortized

cost for each individual security.

The Company has reviewed the gross unrealized losses of
$1 million as of December 31, 2009 related to available-
for-sale equity securities, of which less than $1 mil-
lion had been in a loss position for greater than twelve
months, and determined that these unrealized losses
were not other-than-temporary primarily because the
Company has the ability and intent to hold the securi-
ties for a period of time sufficient to allow for recovery
of such unrealized losses. As a result, the Company

did not record additional impairments on such

equity securities.

A summary of sale activity in the Company’s available-
for-sale securities during the years ended December 31,
2009, 2008 and 2007 is shown below.

Year ended December 31,

(Dollar amounts in millions) 2009 2008 2007
Sales proceeds (including unsettled transactions) $100 $57 $112
Net realized gain (loss):
Gross realized gains $3 $2 $8
Gross realized losses (8) (7) —
Net realized gain (loss) $(5) $(5) $8

Held-to-Maturity Investments

A summary of the carrying value of held-to-maturity investments is as follows:

Carrying value

December 31,

(Dollar amounts in millions) 2009 2008
Held-to-maturity investments:
Foreign government debt $28 $—
U.S. government debt 1 —
Total held-to-maturity investments: $29 $—

Held-to-maturity investments include debt instruments held for regulatory purposes and the carrying value of these

investments approximates fair value.

Trading and Other Investments

A summary of the cost and carrying value of trading and other investments is as follows:

December 31, 2009

December 31, 2008

(Dollar amounts in millions) Cost Carrying value Cost Carrying value
Trading investments:
Deferred compensation plan
fund investments $49 $42 $32 $29
Equity securities 112 97 109 75
Debt securities:
Municipal debt 10 1 9 7
Foreign government debt 15 15 8 7
Corporate debt 1 1 1 1
U.S. government debt 1 1 3 3
Total trading investments $188 $167 $162 $122
Other investments:
Consolidated sponsored investment
funds (non cash management funds) $380 $360 $376 $349
Consolidated sponsored
cash management funds — — 333 326
Equity method 499 376 752 501
Deferred compensation plan hedge fund
equity method investments 28 29 39 30
Cost method investments 15 15 — —
Total other investments $922 $780 $1,500 $1,206
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Trading investments include certain deferred compensa-
tion plan fund investments, equity and debt securities
within certain consolidated sponsored investment funds
and equity and debt securities held in separate accounts
for the purpose of establishing an investment history

in various investment strategies before being marketed
to investors.

Maturity Dates

Cost Method Investments

Cost method investments include non-marketable secu-
rities, including Federal Reserve Bank Stock, that are
primarily held for regulatory purposes.

As of December 31, 2009, there were no indicators of
impairments on these investments.

The carrying value of debt securities, classified as available-for-sale, held-to-maturity, trading and other investments,

by maturity at December 31, 2009 and 2008 is as follows:

December 31,

(Dollar amounts in millions] 2009 2008
Maturity date:
<1 year $28 $329
>1-5 years 5 2
>5-10 years 9 3
>10 years 32 14
Total $74 $348

At December 31, 2009, the debt securities in the table
above primarily consisted of mortgage, asset-backed,
municipal, corporate, U.S. and foreign government debt
securities a portion of which are held by consolidated
sponsored investment funds which are consolidated in

5 = EQUITY METHOD INVESTMENTS

the Company’s consolidated statements of financial con-
dition. In addition, at December 31, 2008, the debt securi-
ties in the table above included floating rate notes and
asset backed securities held by consolidated sponsored
cash management funds.

BlackRock invests in hedge funds, funds of hedge funds,
real estate funds and private equity funds to establish a
performance track record or for co-investment purposes.
BlackRock accounts for certain of these investments

under the equity method of accounting in addition to other
accounting methods. At December 31, 2009 and 2008, the
Company held the following equity method investments in
its sponsored investment products:

Year ended
December 31, 2009 December 31, 2009

Net BlackRock’s Ownership  Netincome BlackRock's

[Dollar amounts in millions) assets!! investments % (loss) portion
Investments:

Private equity $574 $42 7% $23 $2

Real estate 1,365 43 3% (1,588) (108)

Hedge funds/funds of hedge funds 11,450 319 3% 2,984 120

Other investments 434 1 <1% - -

$13,823 $405 $1,419 $14

Year ended
December 31, 2008 December 31, 2008

Net BlackRock’s Ownership  Netincome BlackRock’s

[Dollar amounts in millions) assets!! investments % (loss) portion
Investments:

Private equity $482 $63 13% $10 $14

Real estate 3,857 150 4% (1,176) (106)

Hedge funds/funds of hedge funds 7,743 299 4% (5,645) (200)

Other investments 134 19 14% (25) (6)

$12,216 $531 $(6,836) $(298)

(1 The majority of the net assets of the equity method investees are comprised of investments held for capital appreciation offset by liabilities, which may

include borrowings.



BLACKROCK = 87 =m

NOTES

In addition, due to BlackRock’s ownership levels
BlackRock has equity method investments in various
operating and advisory entities held for strategic pur-
poses related to BlackRock’s core business, which are
recorded in other assets. The table below includes

BlackRock’s approximate 40% investment in DSP
BlackRock Investment Managers Pvt. Ltd and its 42%
investment in Private National Mortgage Acceptance
Company, LLC.

December 31,

(Dollar amounts in millions) 2009 2008
Equity Method Investees

Assets $99 $43
Liabilities 18 13
Equity $81 $30
BlackRock's investments!") $34 $12

Year ended December 31,

2009 2008
Net income (loss) of equity method investees $31 $(3)
BlackRock's portion $14 $(2)

(11" In addition, at December 31, 2009 and 2008, BlackRock had approximately $2 million and $2 million, respectively, of other strategic equity method investments

recorded within other assets.

6 = CONSOLIDATED SPONSORED INVESTMENT FUNDS

The Company consolidates certain sponsored investment
funds primarily because it is deemed to control such
investments in accordance with GAAP. The invest-

ments that are owned by these consolidated sponsored

investment funds are classified as other or trading invest-
ments. At December 31, 2009 and 2008, the following
balances related to these funds were consolidated in the
consolidated statements of financial condition:

December 31,

(Dollar amounts in millions) 2009 2008
Cash and cash equivalents $75 $61

Investments 463 728
Other net assets (liabilities) (7) 12
Non-controlling interests (273) (491)
Total net interests in consolidated investment funds $258 $310

During 2009, BlackRock took necessary steps to grant
additional rights to the unaffiliated investors in one
consolidated sponsored investment fund, which also
commenced in 2009. The granting of the additional
substantive rights resulted in deconsolidation of this fund
and the elimination of $85 million, $76 million, and $9
million of investments, borrowings, and nonredeemable
non-controlling interests, respectively. In December 2008,
BlackRock took necessary steps to grant additional rights
to the unaffiliated investors in three funds with net assets
at December 31, 2008 of approximately $210 million.
BlackRock deconsolidated these sponsored investment
funds upon the grant of these additional rights.

BlackRock’s total exposure to consolidated sponsored
investment funds of $258 million and $310 million at
December 31, 2009 and 2008, respectively, represents

the value of the Company’s economic ownership interest
in these sponsored investment funds. Valuation changes
associated with these consolidated investment funds

are reflected in non-operating income (expense) and net
income (loss) attributable to non-controlling interests.
Less than $1 million and $6 million of borrowings by con-
solidated sponsored investment funds at December 31,
2009 and 2008, respectively, were included in other liabili-
ties on the consolidated statements of financial condition.

The Company may not be readily able to access cash and
cash equivalents held by consolidated sponsored invest-
ment funds to use in its operating activities. In addition,
the Company may not be readily able to sell investments
held by consolidated sponsored investment funds in order
to obtain cash for use in its operations.
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7 = FAIR VALUE DISCLOSURES

Fair Value Hierarchy

Assets and liabilities measured at fair value on a recurring basis at December 31, 2009 were as follows:

Quoted prices Significant Other
in active other Significant assets
markets observable unobservable not
for identical inputs inputs held at December 31,
[Dollar amounts in millions) assets (Level 1) (Level 2) (Level 3) fair value!" 2009
Assets:
Investments:
Available-for-sale $53 $20 $— $— $73
Trading 118 49 — — 167
Held-to-maturity — — — 29 29
Other investments:
Consolidated sponsored
investment funds 22 — 338 — 360
Equity method — 1 334 41 376
Deferred compensation plan
hedge fund equity method
investments — 14 15 — 29
Cost method investments — — — 15 15
Total investments 193 84 687 85 1,049
Separate account assets 99,983 17,599 1,292 755 119,629
Collateral held under securities
lending agreements 11,580 7,755 — — 19,335
Other assets!? — 1 46 — 57
Total assets measured at fair value $111,756 $25,449 $2,025 $840 $140,070
Liabilities:
Collateral liability under securities
lending agreements $11,580 $7,755 $— $— $19,335

(1 Comprised of equity method investments, which include investment companies, and other assets which in accordance with GAAP are not accounted for under
a fair value measure. In accordance with GAAP, certain equity method investees do not account for both their financial assets and financial liabilities under fair
value measures; therefore, the Company’s investment in such equity method investees may not represent fair value.

2 Includes disposal group assets and company-owned and split-dollar life insurance policies.

Assets measured at fair value on a recurring basis at December 31, 2008 were as follows:

Quoted prices Significant Other
in active other Significant assets
markets observable unobservable not
for identical inputs inputs heldat  December 31,
[Dollar amounts in millions] assets (Level 1) (Level 2) (Level 3) fair value(!) 2008
Assets:
Investments:
Available-for-sale $63 $34 $4 $— $101
Trading 13 9 — — 122
Other investments:
Consolidated sponsored
investment funds (non cash
management funds) — 21 328 — 349
Consolidated sponsored
cash management funds — 326 — — 326
Equity method — — 461 40 501
Deferred compensation plan
hedge fund equity method
investments — 10 20 — 30
Total investments 176 400 813 40 1,429
Separate account assets 2,461 85 4 73 2,623
Other assets!? — 9 b4 — 73
Total assets measured at fair value $2,637 $494 $881 $113 $4,125

(1 Comprised of equity method investments, which include investment companies, and other assets which in accordance with GAAP are not accounted for under
a fair value measure. In accordance with GAAP, certain equity method investees do not account for both their financial assets and financial liabilities under fair
value measures; therefore, the Company's investment in such equity method investees may not represent fair value.

2 Includes disposal group assets and company-owned and split-dollar life insurance policies.
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Separate Account Assets

BlackRock Pensions Limited and BlackRock Asset Man-
agement Pensions Limited, both wholly-owned subsidiar-
ies of the Company, are registered life insurance compa-
nies that maintain separate account assets, representing
segregated funds held for purposes of funding individual
and group pension contracts, and equal and offsetting
separate account non-financial liabilities.

Money Market Funds within Cash and Cash Equivalents

At December 31, 2009 and 2008, approximately $1.4 bil-
lion and $0.1 billion, respectively, of money market funds
were recorded within cash and cash equivalents on the
consolidated statements of financial condition. Money
market funds are valued through the use of quoted mar-
ket prices (a Level 1input), or $1, which is generally the
net asset value of the fund.

Level 3 Assets

Level 3 assets recorded within investments, which include
equity method investments and consolidated investments
of real estate funds, private equity funds and funds of
private equity funds, are valued based upon valuations
received from internal as well as third party fund man-
agers. Fair valuations at the underlying funds are based
on a combination of methods, which may include
third-party independent appraisals and discounted cash
flow techniques. Direct investments in private equity
companies held by funds of private equity funds are
valued based on an assessment of each underlying
investment, incorporating evaluation of additional
significant third party financing, changes in valuations

of comparable peer companies, the business environ-
ment of the companies and market indices, among other
factors. Level 3 assets recorded within separate account
assets may include single broker non-binding quotes

for fixed income securities.

Changes in Level 3 Investments, Other Assets and Separate Account Assets Measured at Fair Value

on a Recurring Basis for the Year Ended December 31, 2009

Separate
account
(Dollar amounts in millions) Investments Other assets assets
December 31, 2008 $813 $64 $4
Realized and unrealized gains/(losses), net 45 (20) 8
Purchases, sales, other settlements and issuances, net(!l (149) 2 1,276
Net transfers in and/or out of Level 3 (22) — 4
December 31, 2009 $687 $46 $1,292
Total net gains (losses) for the period included in earnings
attributable to the change in unrealized gains or
(losses] relating to assets still held at the reporting date $92 $(20) N/A@

N/A - Not applicable

11 Purchases, sales, other settlements and issuances, net, include $1,675 million related to Level 3 separate account assets acquired in the BGI Transaction in

December 2009.

(2] The net investment income and net gains and losses attributable to separate account assets accrue directly to the contract owner and are not reported as

non-operating income (expense] on the consolidated statements of income.

Changes in Level 3 Investments and Other Assets Measured at Fair Value

on a Recurring Basis for the Year Ended December 31, 2008

(Dollar amounts in millions) Investments Other assets
December 31, 2007 $1,240 $—
Realized and unrealized gains/(losses), net (409) (16)
Purchases, sales, other settlements and issuances, net 11 2
Net transfers in and/or out of Level 3 (29) 78
December 31, 2008 $813 $64
Total net gains (losses) for the period included in earnings

attributable to the change in unrealized gains or

(losses] relating to assets still held at the reporting date $(366) $017)

Realized and unrealized gains and losses recorded

for Level 3 investments are reported in non-operating
income (expense) on the consolidated statements of
income. A portion of net income (loss) for consolidated
investments is allocated to non-controlling interests to
reflect net income (loss) not attributable to the Company.

Transfers in and/or out of Level 3 are reflected as of the
beginning of the period when significant inputs, including
market inputs or performance attributes, used for the
fair value measurement become observable or when

the book value of certain equity method investments

no longer represents fair value as determined under

fair value methodologies.
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Investments in Certain Entities that Calculate Net Asset Value Per Share

As a practical expedient BlackRock relies on net asset values as the fair value for certain investments. The following
table lists information regarding all investments that use a fair value measurement to account for both their financial
assets and financial liabilities in their calculation of a net asset value per share (or its equivalent):

Total
unfunded Redemption Redemption
(Dollar amounts in millions) Fair value commitment frequency notice period
Consolidated sponsored investment funds:
Private equity fund of funds@ $312 $85 N/A N/A
Other fund of funds!®) 7 — Monthly (39%),
Quarterly (51%),
Semi-annually and
Annually (10%) 30 - 120 days
Equity method!"):
Private equity!® 51 72 N/A N/A
Real estate(d 36 65 N/A N/A
Hedge funds/funds of hedge funds!'® 248 93 Monthly (7%),
Quarterly (19%),
N/A (74%) 15 - 90 days
Deferred compensation plan hedge
fund investments!f) 29 — Monthly (3%),
Quarterly (97%) 30 - 60 days
Total $683 $315

N/A - not applicable

(1 Comprised of equity method investments, which include investment companies which in accordance with GAAP account for both their financial assets and

financial liabilities under fair value measures; therefore, the Company's investment in such equity method investees approximates fair value.

la

This category includes the underlying third party private equity funds within consolidated BlackRock sponsored private equity funds of funds. The fair values of

the investments in the third party funds have been estimated using the net asset value of the Company’s ownership interest in partners’ capital in each fund in
the portfolio as well as other performance inputs. These investments are not subject to redemption, however for certain funds the Company may sell or trans-
fer its interest, which may need approval by the general partner of the underlying funds. Due to the nature of the investments in this category the Company
reduces its investment via distributions that are received through the realization of the underlying assets of the funds. It is estimated that the underlying assets
of these funds would be liquidated over a weighted average period of approximately 9 years.

Total remaining unfunded commitments to other third party funds is $85 million. BlackRock is contractually obligated to fund only $54 million, its remaining
unfunded commitment balance included in the above table to the consolidated fund while the remaining balance would be funded by capital contributions from

non-controlling interest holders.

[b) This category includes several consolidated funds of funds that invest in multiple strategies to diversify risks. The fair values of the investments in this category
have been estimated using the net asset value of the fund’s ownership interest in partners’ capital of each fund in the portfolio. Investments in this category can
generally be redeemed, as long as there are no restrictions in place by the underlying funds.

(c] This category includes several private equity funds that initially invest in non-marketable securities of private companies which ultimately may become public in
the future. The fair values of these investments have been estimated using the net asset value of the Company’s ownership interest in partners’ capital as well
as other performance inputs. The Company’s investment in each fund is not subject to redemption and is normally returned through distributions as a result of
the liquidation of the underlying assets of the private equity funds. It is estimated that the investment in these funds would be liquidated over a weighted aver-

age period of approximately 8 years.

(d] This category includes several real estate funds that invest primarily to acquire, expand, renovate, finance, hold for investment, and ultimately sell income-
producing apartment properties or to capitalize on the distress in the residential real estate market. The fair values of the investments in this category have
been estimated using the net asset value of the Company’s ownership interest in partners’ capital. The Company’s investment in each fund is not subject to
redemption and is normally returned through distributions as a result of the liquidation of the underlying assets of the real estate funds. It is estimated that the

investments in these funds would be liquidated over a weighted average period of approximately 14 years.

(e] This category includes hedge funds and funds of hedge funds that invest primarily in equities, fixed income securities, distressed credit and mortgage instru-
ments and other third party hedge funds. The fair values of the investments in this category have been estimated using the net asset value of the Company’s
ownership interest in partners’ capital. It is estimated that the investments in the funds that are not subject to redemptions would be liquidated over a weighted

average period of less than 8 years.

(f] This category includes investments in certain hedge funds that invest in energy and health science related equity securities. The fair values of the investments
in this category have been estimated using the net asset value of the Company’s ownership interest in partners’ capital as well as performance inputs.
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8 = VARIABLE INTEREST ENTITIES

In the normal course of business, the Company is the
manager of various types of sponsored investment
vehicles, including collateralized debt obligations and
sponsored investment funds, which may be considered
VIEs. The Company receives management fees or other
incentive related fees for its services and may from time
to time own equity or debt securities or enter into deriva-
tives with the vehicles, each of which are considered
variable interests. The Company enters into these vari-
able interests principally to address client needs through
the launch of such investment vehicles. The VIEs are
primarily financed via capital contributed by equity and
debt holders. The Company’s involvement in financing
the operations of the VIEs is limited to its equity interests,
unfunded capital commitments for certain sponsored
investment funds and two capital support agreements for
two enhanced cash funds at December 31, 2008 which
were terminated in 2009, due to closure of the funds.

The primary beneficiary of a VIE is the enterprise that has
avariable interest (or combination of variable interests,
including those of related parties) that will absorb a
majority of the entity’'s expected losses, receive a major-
ity of the entity’s expected residual returns or both. In
order to determine whether the Company is the primary
beneficiary of a VIE, management must make significant
estimates and assumptions of probable future cash flows
and assign probabilities to different cash flow scenarios.
Assumptions made in such analyses include, but are not
limited to, market prices of securities, market interest
rates, potential credit defaults on individual securities

or default rates on a portfolio of securities, realization of
gains, liquidity or marketability of certain securities, dis-
count rates and the probability of certain other outcomes.

VIEs in which BlackRock is the Primary Beneficiary
As of December 31, 2009

At December 31, 2009, BlackRock was the primary bene-
ficiary of one VIE, a private sponsored investment fund,

in which it had a non-substantive investment, due to its
de-facto third party relationships with other partners

in the fund. Due to consolidation of this VIE, at Decem-
ber 31, 2009, the Company recorded $54 million of net
assets, primarily investments and cash and cash equiva-
lents. These net assets were offset on the Company’s
consolidated statement of financial condition by $54 mil-
lion of nonredeemable non-controlling interests which
reflect the equity ownership of third parties, on the
Company'’s consolidated statements of financial condi-
tion. For the year ended December 31, 2009, the Company
recorded a non-operating expense of $4 million offset
by a $4 million net loss attributable to nonredeemable
non-controlling interests on its consolidated statements
of income. The Company has no risk of loss with its
involvement with this VIE.

As of December 31, 2008

During 2008, the Company determined it became the
primary beneficiary of two enhanced cash management
funds as a result of concluding that under various cash
flow scenarios it absorbed the majority of the variability to
cover expected losses in the funds due to its equity owner-
ship percentage of the funds along with its obligation
under the Company’s capital support agreements with
the funds which were established to cover potential real-
ized losses within the funds. During 2008, the Company
contributed $1 million to the cash management funds to
cover realized losses. As of December 31, 2008, under the
terms of the capital support agreements, BlackRock was
obligated to cover realized losses of up to $45 million.

At December 31, 2008, the Company was the primary
beneficiary of three VIEs, which resulted in consolidation
of three sponsored investment funds (including two cash
management funds and one private equity fund of funds).
Creditors of the VIEs do not have recourse to the credit of
the Company.

Maximum risk of loss

VIE net

assets that the Capital

Company Equity support
[Dollar amounts in millions) consolidates interests agreements Total

Sponsored enhanced

cash management funds $328 $88 $45 $133
Other sponsored investment funds 55 — — —
Total $383 $88 $45 $133

As a result of consolidating the three private investment
funds, at December 31, 2008, the Company recorded $383
million of net assets, primarily investments and cash

and cash equivalents which in consolidation is offset by
$319 million of non-controlling interests which reflect
the equity ownership of third parties, on its consolidated
statements of financial condition. For the year ended
December 31, 2008, the Company recorded a non-
operating expense of $12 million offset by a $13 million

gain in non-controlling interests on its consolidated state-
ments of income.

The maximum risk of loss related to the capital support
agreements in the table above reflect the Company’s total
obligation under the capital support agreements with the
two enhanced cash funds. The fair value of the capital
support agreements recorded at December 31, 2008 was
$18 million.
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VIEs in which BlackRock holds significant variable
interests or is the sponsor that holds a variable interest
but is not the Primary Beneficiary of VIE

At December 31, 2009 and 2008, the Company’s carrying
value of assets and liabilities and its maximum risk of

As of December 31, 2009

loss related to VIEs in which it holds a significant variable
interest or is the sponsor that holds a variable interest,
but for which it was not the primary beneficiary, were

as follows:

Variable interests on the consolidated
statement of financial condition

Other net
assets Maximum
[Dollar amounts in millions) Investments Receivables (Liabilities) risk of loss
CDOs $2 $2 $(2) $21
Other sponsored investment funds(!) 14 254 (7) 268
Total $16 $256 $(9) $289

(1 Includes common trusts.

The size of the net assets of the VIEs that the Company
does not consolidate related to CDOs, common trusts
and other sponsored investment funds were as follows:

e CDOs—approximately ($8) billion, comprised of
approximately $10 billion of assets and $18 billion of
liabilities, primarily comprised of debt obligations to
CDO debt holders.

e Other sponsored investments funds—approximately
$1.5 trillion to $1.6 trillion

- This amount includes approximately $1.1 trillion
of common trusts. Each common trust has been

As of December 31, 2008

aggregated separately and may include common
trusts that invest in other common trusts.

- The net assets of the VIEs are primarily comprised
of cash and cash equivalents and investments offset
by liabilities primarily comprised of various accruals
for the sponsored investment vehicles.

At December 31, 2009, BlackRock’'s maximum risk of
loss associated with these VIEs primarily relates to:

(i) BlackRock’s equity investments, (i) management fee
receivables and [iii) credit protection sold by BlackRock to
a third party in a synthetic CDO transaction. See Note 9,
Derivatives and Hedging, for further information.

Variable interests on the consolidated
statement of financial condition

Other net
assets Maximum
(Dollar amounts in millions) Investments Receivables (Liabilities) risk of loss
CDOs $4 $5 $(1) $25
Other sponsored investment funds 9 9 (6) 18
Total $13 $14 $(7) $43

The size of the net assets of the VIEs that the Company
did not consolidate related to CDOs and other sponsored
investments funds was approximately ($7.8) billion and
$6.1 billion, respectively.

The net assets of the VIEs are primarily comprised of
cash and cash equivalents and investments offset by
liabilities primarily comprised of debt obligations (CDO
debt holders) and various accruals for the sponsored
investment vehicles.

At December 31, 2008, BlackRock’s maximum risk of
loss associated with these VIEs primarily relates to:

(i) BlackRock’s equity investments, (ii) management fee
receivables and [iii) credit protection sold by BlackRock to
a third party in a synthetic CDO transaction. See Note 9,
Derivatives and Hedging, for further information.
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9 = DERIVATIVES AND HEDGING

For the years ended December 31, 2009 and 2008, the
Company did not hold any derivatives designated in
a formal hedge relationship under ASC 815-10.

By using derivative financial instruments, the Company
exposes itself to market and counterparty risk. Market
risk from forward foreign currency exchange contracts
is the effect on the value of a financial instrument that
results from a change in currency exchange rates. The
Company manages exposure to market risk associated
with foreign currency exchange contracts by establishing
and monitoring parameters that limit the types and
degrees of market risk that may be undertaken. At
December 31, 2009, the Company had two outstanding
forward foreign exchange contracts with two counter-
parties with an aggregate notional value of $100 million.

During 2007, the Company commenced a program to
enter into a series of total return swaps to economi-
cally hedge against market price exposures with respect
to certain seed investments in sponsored investment
products. At December 31, 2009, the Company had seven
outstanding total return swaps with two counterparties
with an aggregate notional value of approximately

$36 million.

In December 2007, BlackRock entered into capital sup-
port agreements, up to $100 million, with two enhanced
cash funds. These capital support agreements were
backed by letters of credit issued under BlackRock's
revolving credit facility. In December 2008, the capital
support agreements were modified to be up to $45 mil-
lion and were no longer backed by the letters of credit.
In 2009, the capital support agreements were termi-
nated, due to the closure of the related funds. See

Note 13, Borrowings, for further discussion. During the
six months ended June 30, 2009, the Company provided
approximately $4 million of capital contributions to the
funds under the capital support agreements. BlackRock
determined that the capital support agreements
qualified as derivatives under ASC 815-10. At Decem-
ber 31, 2008, the fair value of the derivative liabilities

related to the capital support agreements for the two
funds totaled approximately $18 million, respectively.
The fair value of these liabilities increased or decreased
as BlackRock’s obligations under the guarantee fluctu-
ated based on the fair value of the derivative. Upon
closure of the funds, the liability decreased $11 million
and the change in the liability was included in general
and administration expenses.

The Company acts as the portfolio manager in a series
of credit default swap transactions, referred to collec-
tively as the Pillars synthetic CDO transaction (“Pillars”).
The Company has entered into a credit default swap

with Citibank, N.A. (“Citibank”], providing Citibank credit
protection of approximately $17 million, representing the
Company’s maximum risk of loss with respect to the pro-
vision of credit protection. The Company’s management
has performed an assessment of its variable interest

in Pillars (a collateral management agreement and the
credit default swap) under ASC 810-10 and has concluded
the Company is not Pillars” primary beneficiary. Pursu-
ant to ASC 815-10, the Company carries the Pillars credit
default swap at fair value based on the expected future
cash flows under the arrangement.

On behalf of clients that maintain separate accounts
representing segregated funds held for purpose of fund-
ing individual and group pension contracts, the Company
invests in various derivative instruments, including
forward foreign currency contracts, interest rate and
inflation rate swaps.

The Company may, at times, consolidate certain spon-
sored investment funds which utilize derivative instru-
ments as a part of the fund'’s investment strategy. The
change in fair value of such derivatives which is recorded
in non-operating income (expense) is not material to the
Company’s consolidated financial statements.

The following table presents fair value as of Decem-
ber 31, 2009 of derivative instruments not designated
as hedging instruments:

Assets Liabilities
Balance sheet Fair Balance sheet Fair
(Dollar amounts in millions) location value location value
Foreign exchange contracts Other assets $0.2 Other liabilities $—
Total return swaps Other assets - Other liabilities 0.4
Credit default swap (Pillars] Other assets — Other liabilities 2.5
Separate account derivatives!" Separate Separate
account account
assets 1,501.0 liabilities 1,501.0
Total $1,501.2 $1,503.9

(1" Derivatives associated with separate account assets include interest rate, inflation rate swaps, futures and foreign currency contracts.

The following table presents gains (losses) recognized in income for the year ended December 31, 2009 on

derivative instruments:

(Dollar amounts in millions)

Income statement location

Amount of gain (loss] recognized
in income on derivative

Foreign exchange contracts General and administration expense $—
Total return swaps Non-operating income (expense) (10)
Credit default swap (Pillars] Non-operating income (expense) (2)
Capital support agreements General and administration expense 7

Total

$(5)
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Net realized and unrealized gains and losses attribut-
able to derivatives held by separate account assets and
liabilities accrue directly to the contract owner and are

1 0 = PROPERTY AND EQUIPMENT

not reported as non-operating income in the consolidated
statements of income.

Property and equipment consists of the following:

Estimated useful

December 31,

[Dollar amounts in millions) life—in years 2009 2008
Property and equipment:
Land N/A $4 $4
Building 39 17 17
Building improvements 15 13 12
Leasehold improvements 1-15 335 156
Equipment and computer software 3-5 324 257
Furniture and fixtures 2-7 70 47
Construction in progress N/A 15 26
Gross property and equipment 778 519
Less: accumulated depreciation 333 259
Property and equipment, net $445 $260

N/A - Not applicable

Qualifying software costs of approximately $31 million,
$28 million and $25 million have been capitalized within
equipment and computer software for the years ended
December 31, 2009, 2008 and 2007, respectively, and
are being amortized over an estimated useful life of
three years.

1 1 = GOODWILL

Depreciation expense was $85 million, $84 million and
$68 million for the years ended December 31, 2009, 2008
and 2007, respectively.

Goodwill activity during the years ended December 31, 2009 and 2008 was as follows:

(Dollar amounts in millions) 2009 2008
Beginning of year balance $5,533 $5,520
Goodwill acquired related to:
BGI 6,842 —
Quellos - 55
Impact Investing - 4
Total goodwill acquired 6,842 59
Goodwill adjustments related to:
Quellos 185 (41)
SSR 9 —
Other 1 (5)
Total goodwill adjustments 195 (46)
End of year balance $12,570 $5,533

During the year ended December 31, 2009, goodwill
increased by $7,037 million. The increase relates primar-
ily to $6,842 million of goodwill substantially all of which
is non-deductible, related to the BGI Transaction, a $156
million cash payment, $43 million common stock issu-
ance related to the first contingent payment and a $6
million increase related to the release of shares held in
escrow in connection with the Quellos Transaction, offset

by a $20 million decline related to tax benefits realized
from tax-deductible goodwill in excess of book goodwill.

At December 31, 2009, the balance of the Quellos
tax-deductible goodwill in excess of book goodwill was
approximately $379 million. Goodwill related to the
Quellos Transaction will continue to be reduced in future
periods by the amount of tax benefits realized from tax-
deductible goodwill in excess of book goodwill.
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1 2 = INTANGIBLE ASSETS

Intangible assets at December 31, 2009 and 2008 consisted of the following:

December 31, 2009

Remaining
weighted-average Gross
estimated carrying Accumulated Net carrying
(Dollar amounts in millions) useful iife amount amortization amount
Indefinite-lived intangible assets:
Acquired management contracts:
Mutual funds/Collective funds N/A $8,286 $— $8,286
Exchange traded funds—iShares N/A 5,960 — 5,960
Alternative investment funds N/A 917 — 917
Trade names/trademarks N/A 1,403 — 1,403
Total indefinite-lived intangible assets 16,566 — 16,566
Finite-lived intangible assets:
Acquired management contracts:
Institutional/Retail separate accounts 7.4 1,352 403 949
Alternative investment accounts
and funds 5.1 190 62 128
Other(!) 8.6 6 1 5
Total finite-lived intangible assets 7.2 1,548 466 1,082
Total intangible assets $18,114 $466 $17,648
Remaining December 31, 2008
weighted-average Gross
estimated carrying Accumulated Net carrying
(Dollar amounts in millions) useful iife amount amortization amount
Indefinite-lived intangible assets:
Acquired management contracts:
Mutual funds N/A $4,461 $— $4,461
Alternative investment funds N/A 917 — 917
Total indefinite-lived intangible assets 5,378 — 5,378
Finite-lived intangible assets:
Acquired management contracts:
Institutional/Retail separate accounts 7.6 1,187 280 907
Alternative investment accounts and funds 6.6 194 L4 150
Other(") 9.6 6 — 6
Total finite-lived intangible assets 7.7 1,387 324 1,063
Total intangible assets $6,765 $324 $6,441

(11" Other represents intellectual property in 2009 and 2008.
N/A - Not applicable

Amortization expense for finite-lived intangible assets
was $147 million, $146 million and $130 million in 2009,
2008 and 2007, respectively.

Finite-Lived Acquired Management Contracts

On September 29, 2006, in conjunction with the MLIM
Transaction, the Company acquired finite-lived manage-
ment contracts valued at $1,135 million, primarily associ-
ated with $771 million of contracts with institutional
separate accounts, $348 million of contracts with retail
separate accounts, $11 million of private equity accounts
and $5 million in trade name intangibles. The initial
weighted-average estimated useful life of these finite-Llife
management contracts was approximately 10.1 years.

On September 29, 2006, in conjunction with the NBAM
transaction, the Company acquired $13 million of finite-
lived management contracts, primarily associated of

institutional fixed income accounts. The initial weighted-
average useful life of these finite-life management
contracts was approximately nine years.

On October 1, 2007, in conjunction with the Quellos Trans-
action, the Company acquired $161 million of finite-lived
management contracts, primarily associated with private
equity, fund of funds and other contracts. The initial
weighted-average useful life of these finite-life manage-
ment contracts was approximately 7.5 years.

In August 2008, in conjunction with the Impact Investing
transaction, the Company acquired $7 million of finite-
lived contracts associated primarily of $1 million of insti-
tutional equity accounts and $6 million for intellectual
property. The initial weighted-average useful life of these
finite-life management contracts was approximately

9.5 years.
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In April 2009, the Company acquired $2 million of finite-
lived management contracts with a five-year estimated
useful life associated with the acquisition of the R3
Capital Partners funds.

In December 2009, in conjunction with the BGI Trans-
action, the Company acquired $163 million of finite-
lived management contracts with a weighted-average
estimated useful life of approximately 10 years.

Estimated amortization expense for finite-lived intangible
assets for each of the five succeeding years is as follows:

(Dollar amounts in millions)

2010 $160
2011 157
2012 156
2013 155
2014 149

Indefinite-Lived Acquired Management Contracts

On September 29, 2006, in conjunction with the MLIM
Transaction, the Company acquired indefinite-lived man-
agement contracts valued at $4,477 million consisting of
$4,271 million for all retail mutual funds and $206 million
for alternative investment products.

1 3 = BORROWINGS

On October 1, 2007, in conjunction with the Quellos
Transaction, the Company acquired $631 million in
indefinite-lived management contracts associated with
alternative investment products.

On October 1, 2007, the Company purchased the remain-
ing 20% of an investment manager of a fund of hedge
funds. In conjunction with this transaction, the Company
recorded $8 million in additional indefinite-lived
management contracts associated with alternative
investment products.

On December 1, 2009, in conjunction with the BGI
Transaction, the Company acquired $9,785 million in
indefinite-lived management contracts valued consisting
primarily for exchange traded funds and common and
collective trusts.

Indefinite-Lived Acquired Trade Names/Trademarks

On December 1, 2009, in conjunction with the BGI
Transaction, the Company acquired trade names/
trademarks primarily related to iShares valued at
$1,402.5 million. The fair value was determined using
a royalty rate based primarily on normalized marketing
and promotion expenditures to develop and support
the brands globally.

Short-Term Borrowings
2007 Facility

In August 2007, the Company entered into a five-year
$2.5 billion unsecured revolving credit facility (the “2007
facility”), which permits the Company to request an
additional $500 million of borrowing capacity, subject to
lender credit approval, up to a maximum of $3.0 billion.
The 2007 facility requires the Company not to exceed a
maximum leverage ratio (ratio of net debt to earnings
before interest, taxes, depreciation and amortiza-

tion, where net debt equals total debt less domestic
unrestricted cash) of 3 to 1, which was satisfied with

a ratio of less than 1 to 1 at December 31, 2009.

The 2007 facility provides back-up liquidity, funds ongoing
working capital for general corporate purposes and funds
various investment opportunities. At December 31, 2009,
the Company had $200 million outstanding under the
2007 facility with an interest rate of 0.44% and a maturity
date during February 2010. During February 2010, the
Company rolled over $100 million in borrowings with an
interest rate of 0.43% and a maturity date in May 2010.

Lehman Commercial Paper Inc. has a $140 million
participation under the 2007 Facility; however BlackRock
does not expect that Lehman Commercial Paper Inc.
will honor its commitment to fund additional amounts.
Bank of America, a related party, has a $140 million
participation under the 2007 facility.

In December 2007, in order to support two enhanced

cash funds that BlackRock manages, BlackRock elected
to procure two letters of credit under the existing 2007
facility in an aggregate amount of $100 million. In Decem-
ber 2008, the letters of credit were terminated.

Commercial Paper Program

On October 14, 2009, BlackRock established a com-
mercial paper program (the “CP Program”) under which
the Company may issue unsecured commercial paper
notes (the “CP Notes”) on a private placement basis up
to a maximum aggregate amount outstanding at any
time of $3 billion. The proceeds of the commercial paper
issuances were used for the financing of a portion of the
BGI Transaction. Subsidiaries of Bank of America and
Barclays, as well as other third parties, act as dealers
under the CP Program. The CP Program is supported by
the 2007 facility.

The Company began issuance of CP Notes under the

CP Program on November 4, 2009. As of December 31,
2009, BlackRock had approximately $2 billion of out-
standing CP Notes with a weighted average interest rate
of 0.20% and a weighted average maturity of 23 days.
Since December 31, 2009, the Company repaid approxi-
mately $1.4 billion of CP Notes with proceeds from the
long-term notes issued in December 2009. As of March 5,
2010, BlackRock had $596 million of outstanding

CP Notes with a weighted average interest rate of 0.18%
and a weighted average maturity of 38 days.

Japan Commitment-line

In June 2008, BlackRock Japan Co., Ltd., a wholly owned
subsidiary of the Company, entered into a five billion
Japanese yen commitment-line agreement with a bank-
ing institution (the “Japan Commitment-line”). The term
of the Japan Commitment-line was one year and interest
accrued at the applicable Japanese short-term prime
rate. In June 2009, BlackRock Japan Co., Ltd. renewed
the Japan Commitment-line for a term of one year.
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The Japan Commitment-line is intended to provide liquid-
ity and flexibility for operating requirements in Japan.

At December 31, 2009, the Company had no borrowings
outstanding on the Japan Commitment-Lline.

Convertible Debentures

In February 2005, the Company issued $250 million
aggregate principal amount of convertible debentures
(the “Debentures”), due in 2035 and bearing interest at

a rate of 2.625% per annum. Interest is payable semi-
annually in arrears on February 15 and August 15 of each
year, and commenced August 15, 2005.

Prior to February 15, 2009, the Debentures could have
been convertible at the option of the holder at a Decem-
ber 31, 2008 conversion rate of 9.9639 shares of common
stock per one dollar principal amount of Debentures
under certain circumstances. The Debentures would
have been convertible into cash and, in some situations
as described below, additional shares of the Company’s
common stock, if during the five business day period
after any five consecutive trading day period the trading
price per Debenture for each day of such period is less
than 103% of the product of the last reported sales price
of BlackRock’s common stock and the conversion rate of
the Debentures on each such day or upon the occurrence
of certain other corporate events, such as a distribution
to the holders of BlackRock common stock of certain
rights, assets or debt securities, if the Company becomes
party to a merger, consolidation or transfer of all or
substantially all of its assets or a change of control of the
Company. On February 15, 2009, the Debentures became
convertible into cash at any time prior to maturity at the
option of the holder and, in some situations as described
below, additional shares of the Company’s common stock
at the current conversion rate.

At the time the Debentures are tendered for conver-

sion, for each one dollar principal amount of Debentures
converted, a holder shall be entitled to receive cash and
shares of BlackRock common stock, if any, the aggregate
value of which (the “conversion value”) will be deter-
mined by multiplying the applicable conversion rate by
the average of the daily volume weighted average price of
BlackRock common stock for each of the ten consecutive
trading days beginning on the second trading day imme-
diately following the day the Debentures are tendered for
conversion (the “ten-day weighted average price”). The
Company will deliver the conversion value to holders as
follows: (1) an amount in cash (the “principal return”)
equal to the lesser of (a) the aggregate conversion value
of the Debentures to be converted and (b) the aggregate
principal amount of the Debentures to be converted, and
(2) if the aggregate conversion value of the Debentures

to be converted is greater than the principal return, an
amount in shares (the “net shares”), determined as set
forth below, equal to such aggregate conversion value
less the principal return (the “net share amount”). The
number of net shares to be paid will be determined by
dividing the net share amount by the ten-day weighted
average price. In lieu of delivering fractional shares, the
Company will deliver cash based on the ten-day weighted
average price.

The conversion rate for the Debentures is subject to
adjustments upon the occurrence of certain corporate
events, such as a change of control of the Company,

each payment of quarterly dividends greater than $0.30
per share, the issuance of certain rights or warrants to
holders of, or subdivisions on, BlackRock's common
stock, a distribution of assets or indebtedness to

holders of BlackRock common stock or a tender offer

on the common stock. The conversion rate adjustments
vary depending upon the specific corporate event neces-
sitating the adjustment and serve to ensure that any
economic gains realized by the Company’s stockholders
are shared with the holders of the Debentures. The initial
conversion rate of 9.7282 was determined by the under-
writers based on market conditions and has been subse-
quently revised to 10.0909 as a result of dividends paid
by the Company that were in excess of $0.30 per share.

If the effective date or anticipated effective date of certain
transactions that constitute a change of control occurs
on or prior to February 15, 2010, under certain circum-
stances, the Company will provide for a make-whole
amount by increasing, for a certain time period, the
conversion rate by a number of additional shares

of common stock for any conversion of Debentures in
connection with such transactions. The amount of
additional shares will be determined based on the price
paid per share of BlackRock common stock in the trans-
action constituting a change of control and the effective
date of such transaction. However, if such transaction
constitutes a public acquirer change of control, the
Company may elect to issue shares of the acquiring
company rather than BlackRock shares.

Beginning February 20, 2010, the Company may redeem
any of the Debentures at a redemption price of 100% of
their principal amount, plus accrued and unpaid inter-
est, including contingent interest and accrued and unpaid
liquidated damages, if any, upon not more than 60 but
not less than 30 days notice. Holders of the Debentures
have the right to require the Company to repurchase the
Debentures for cash on February 15, 2010, 2015, 2020,
2025 and 2030. In addition, holders of the Debentures
may require the Company to repurchase the Debentures
for cash at a repurchase price equal to 100% of their
principal amount plus accrued and unpaid interest,
including contingent interest and accrued and unpaid
liquidated damages, if any, (i) upon a change of control

of the Company or (i) if BlackRock’s common stock is
neither listed for trading on the New York Stock Exchange
nor approved for trading on the NASDAQ.

The Company is obligated to pay contingent interest,
which is the amount of interest payable to holders of the
Debentures for any six-month period from February 15
to August 15 or from August 15 to February 15, with the
initial six-month period commencing February 15, 2010,
if the trading price of the Debentures for each of the ten
trading days immediately preceding the first day of the
applicable six-month period equals 120% or more of the
principal amount of the Debentures. During any period
when contingent interest is payable, the contingent inter-
est payable per Debenture will equal 0.25% of the aver-
age trading price of the Debentures during the ten trading
days immediately preceding the first day of the applicable
six-month interest period.

On October 16, 2008, the Debentures became convertible
at the option of the holders into cash and shares of the
Company’s common stock, after the trustee determined
that the trading price for the debentures on each day
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of a five consecutive trading day period was less than
103% of the product of the last reported sale price of
the Company’s common stock on such date and the
conversion rate on such date. The conversion period
ended on October 30, 2008 after the Debentures failed to
satisfy the trading price condition on October 24, 2008.
During the conversion period holders of $0.5 million of
Debentures elected to convert their holdings into cash
and shares.

During 2009, subsequent to the debentures becoming
convertible on February 15, 2009 into cash and shares

of the Company’s common stock at any time prior to
maturity, the holders of $7 million of Debentures elected

to convert their holdings into cash and shares. In addition,

during January and February 2010, holders of $148 mil-
lion of debentures elected to convert their holdings into
cash and shares.

The Company recognized $10 million in each of the years
ended December 31, 2009 and 2008 of interest expense,
comprised in both periods of $6 million and $7 million
related to the coupon and $4 million and $3 million
related to amortization of the discount for the years
ended December 31, 2009 and 2008, respectively.

At December 31, 2009, the estimated fair value of the
convertible debentures was $486 million, which was
estimated using a market price at December 31, 2009.

Long-Term Borrowings
2017 Notes

In September 2007, the Company issued $700 million in
aggregate principal amount of 6.25% senior unsecured
notes maturing on September 15, 2017 (the 2017
Notes”). Interest is payable semi-annually on March 15
and September 15 of each year, or approximately
$44 million per year. The 2017 Notes may be redeemed

prior to maturity at any time in whole or in part at the
option of the Company at a “make-whole” redemption
price. The 2017 Notes were issued at a discount of

$6 million, which is being amortized over their ten-year
term. The Company incurred approximately $4 million in
debt issuance costs, which are included in other assets
on the consolidated statements of financial condition and
are being amortized over the term of the 2017 Notes.

2012, 2014 and 2019 Notes

In December 2009, the Company issued $2.5 billion in
aggregate principal amount of unsecured and unsubor-
dinated obligations. These notes were issued as three
separate series of senior debt securities including $0.5
billion of 2.25% notes, $1.0 billion of 3.50% notes and
$1.0 billion of 5.0% notes maturing in December 2012,
2014 and 2019, respectively. Net proceeds of this offering
were used to repay borrowings under our commercial
paper program and for general corporate purposes.
Interest on these notes is payable semi-annually on
June 10 and December 10 of each year beginning

June 10, 2010, or approximately $96 million per year.
These notes may be redeemed prior to maturity at any
time in whole or in part at the option of the Company at
a “make-whole” redemption price. These notes were
issued collectively at a discount of $5 million and are
being amortized over the term of the notes. The Com-
pany incurred approximately $13 million in debt issuance
costs, which are included in other assets on the consoli-
dated statements of financial condition and are being
amortized over the terms of these notes.

Carrying Value and Fair Value of Long-Term Borrowings

The carrying value and fair value estimated using an
applicable bond index at December 31, 2009 of long-term
borrowings included the following:

2.25% 3.50% 6.25% 5.00% Total

notes notes notes notes long-term

(Dollar amounts in millions) due 2012 due 2014 due 2017 due 2019 borrowings
Maturity amount $500 $1,000 $700 $1,000 $3,200
Unamortized discount (1) (1) (4) (3] (9)
Carrying value $499 $999 $696 $997 $3,191
Fair value $497 $987 $751 $987 $3,222

The carrying value and fair value estimated using an applicable bond index at December 31, 2008 of long-term

borrowings included the following:

6.25% Total

notes long-term

(Dollar amounts in millions) due 2017 Other borrowings
Maturity amount $700 $2 $702
Unamortized discount (5) — (5)
Carrying value $695 $2 $697

Fair value

$655 $2 $657
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1 4- COMMITMENTS AND CONTINGENCIES

Operating Lease Commitments

The Company leases its primary office space under
agreements which expire through 2023. Future minimum

commitments under these operating leases are as follows:

(Dollar amounts in millions)

Year Amount
2010 $135
2011 121
2012 1M1
2013 108
2014 90
Thereafter 538

$1,103

Rent expense and certain office equipment expense
under agreements amounted to $87 million, $92 million
and $85 million for the years ended December 31, 2009,
2008 and 2007, respectively.

The above lease commitments include facilities which
currently are leased from Merrill Lynch, a related party
to BlackRock. Future lease commitments on such leases
are $1 million per year in 2010 through 2014 and $3 mil-
lion thereafter.

Commitments
Investment Commitments

The Company has certain investment commitments
relating primarily to funds of private equity funds, real
estate funds and hedge funds. Dates shown below
represent the expiration dates of the commitments.
Amounts to be funded generally are callable at any point
prior to the expiration of the commitment. The Company
has the following unfunded investment commitments

at December 31, 2009:

(Dollar amounts in millions)

Year of Expiration Amount
2010 $70
2011 16
2012 1"
2013 4
2014 37
Thereafter 173
Total $311

This amount excludes additional commitments made

by consolidated funds of funds to underlying third party
funds as third party non-controlling interest holders have
the legal obligation to fund the respective commitments
of such funds of funds.

Contingencies

Contingent Payments Related to Business Acquisitions

On October 1, 2007, the Company acquired the fund of
funds business of Quellos. See Note 3, Mergers and
Acquisitions, for further discussion. As part of this
transaction, Quellos is entitled to receive two contingent

payments upon achieving certain investment advisory
revenue measures through December 31, 2010, totaling
up to an additional $969 million in a combination of cash
and stock. The first contingent payment was paid in 2009
and the second contingent payment, of up to $595 million
is payable in cash in 2011.

During 2009, the Company determined the first contin-
gent payment to be $219 million, of which $11 million
was previously paid in cash during 2008. Of the remaining
$208 million, $156 million was paid in cash and $52 mil-
lion was paid in common stock, or approximately 330,000
shares based on a price of $157.33 per share. Quellos
may also be entitled to a “catch-up” payment related to
the first contingent payment if certain performance mea-
sures are met in 2011 as the value of the first contingent
payment was less than $374 million.

In connection with the Impact Investing acquisition, the
Company may be required to make several additional
contingent payments upon completion of certain operat-
ing measures through 2010, totaling up to $12 million.
Currently, the payments are anticipated to be recorded as
employee compensation.

On January 31, 2005, the Company closed the acquisition
of SSR, the holding company of State Street Research &
Management Company and SSR Realty Advisors, Inc.
(renamed BlackRock Realty Advisors, Inc., “Realty”], from
MetLife, Inc. (“MetLife”) for an adjusted purchase price
of $265 million in cash and 550,000 shares of BlackRock
restricted common stock. The stock purchase agreement
provides for two contingent payments. For the first con-
tingent payment, MetLife received 32.5% of performance
fees earned, as of March 31, 2006, from a large institu-
tional real estate client. In 2006, the Company incurred
and paid a fee sharing expense of $34 million related to
this arrangement. For the second contingent payment,
on the fifth anniversary of the closing of the SSR Trans-
action, MetLife will receive an additional payment of
approximately $9 million based on the Company’s
retained AUM associated with the MetLife defined

benefit and defined contribution plans.

Capital Support Agreements

In December 2007, BlackRock entered into capital sup-
port agreements, up to $100 million, with two enhanced
cash funds. These capital support agreements were
backed by letters of credit issued under BlackRock's
revolving credit facility. In December 2008, the capital
support agreements were modified to be up to $45 mil-
lion and were no longer backed by the letters of credit.

In January and May 2009, the capital support agreements
were terminated due to the closure of the related funds.
During the six months ended June 30, 2009, the Company
provided approximately $4 million of capital contribu-
tions to the funds under the capital support agreements.
At December 31, 2008, the derivative liability for the fair
value of the capital support agreements for the two
funds totaled approximately $18 million. The fair value of
these liabilities increased and decreased as BlackRock's
obligation under the guarantee fluctuated based on the
fair value of the derivative. Upon closure of the funds,
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the liability decreased $11 million, while the change
in the liability was included in general and administra-
tion expenses.

Other Contingent Payments

The Company acts as the portfolio manager in a series
of credit default swap transactions and has a maximum
potential exposure of $17 million under a credit default
swap between the Company and Citibank. See Note 9,
Derivatives and Hedging, for further discussion of this
transaction and the related commitment.

Legal Proceedings

From time to time, BlackRock receives subpoenas or
other requests for information from various U.S. federal,
state governmental and regulatory authorities in connec-
tion with certain industry-wide or other investigations

or proceedings. It is BlackRock’s policy to cooperate

fully with such inquiries. The Company and certain of its
subsidiaries have been named as defendants in various
legal actions, including arbitrations and other litigation
arising in connection with BlackRock’s activities. Addi-
tionally, certain of the investment funds that the Company
manages are subject to lawsuits, any of which potentially
could harm the investment returns of the applicable fund
or result in the Company being liable to the funds for any
resulting damages.

Management, after consultation with legal counsel,
currently does not anticipate that the aggregate liability,
if any, arising out of regulatory matters or lawsuits will
have a material adverse effect on BlackRock’s earnings,
financial position, or cash flows although, at the pres-
ent time, management is not in a position to determine
whether any such pending or threatened matters will
have a material adverse effect on BlackRock's results of
operations in any future reporting period.

1 5- STOCK-BASED COMPENSATION

Indemnifications

In the ordinary course of business, BlackRock enters into
contracts pursuant to which it may agree to indemnify
third parties in certain circumstances. The terms of
these indemnities vary from contract to contract

and the amount of indemnification liability, if any,

cannot be determined.

Under the transaction agreement in the MLIM Trans-
action, the Company has agreed to indemnify Merrill
Lynch for losses it may incur arising from (1) any alleged
or actual breach, failure to comply, violation or other
deficiency with respect to any regulatory or fiduciary
requirements relating to the operation of BlackRock's
business, (2] any fees or expenses incurred or owed by
BlackRock to any brokers, financial advisors or compa-
rable other persons retained or employed by BlackRock
in connection with the MLIM Transaction, and (3) certain
specified tax covenants.

Under the transaction agreement in the BGI Transaction,
the Company has agreed to indemnify Barclays for losses
it may incur arising from (1) breach by the Company of
certain representations, (2) breach by the Company of any
covenant in the agreement, (3] liabilities of the entities
acquired in the transaction other than liabilities assumed
by Barclays or for which it is providing indemnification,
and (4) certain taxes.

Management believes that the likelihood of any liabil-
ity arising under these indemnification provisions is
remote. Management cannot estimate any potential
maximum exposure due both to the remoteness of any
potential claims and the fact that items that would be
included within any such calculated claim would be
beyond the control of BlackRock. Consequently, no
liability has been recorded on the consolidated state-
ments of financial condition.

The components of the Company’s stock-based compensation

expense are comprised of the following:

Year ended December 31,

(Dollar amounts in millions) 2009 2008 2007
Stock-based compensation:
Restricted stock and RSUs $246 $209 $122
Stock options 12 10 13
Long-term incentive plans funded by PNC 59 59 53
Total stock-based compensation $317 $278 $188

Stock Award and Incentive Plan

Pursuant to the BlackRock, Inc. 1999 Stock Award and
Incentive Plan (the “Award Plan”), options to purchase
shares of the Company’s common stock at an exercise
price not less than the market value of BlackRock’s
common stock on the date of grant in the form of stock
options, restricted stock or RSUs may be granted to
employees and non-employee directors. A maximum of

17,000,000 shares of common stock are authorized for
issuance under the Award Plan. Of this amount, 2,737,416
shares remain available for future awards at Decem-

ber 31, 2009. Upon exercise of employee stock options,
the issuance of restricted stock or the vesting of RSUs,
the Company issues shares out of treasury, to the

extent available.
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Stock Options

Stock option grants were made to certain employees
pursuant to the Award Plan in 1999 through 2003.
Options granted have a ten-year life, vest ratably over
periods ranging from two to five years and become

exercisable upon vesting. Prior to the January 2007
grant described below, the Company had not granted
any stock options since 2003. Stock option activity for
the years ended December 31, 2009, 2008 and 2007 is
summarized below:

Shares under Weighted average

Outstanding at option exercise price
December 31, 2006 4,457,669 $36.90
Granted 1,545,735 $167.76
Exercised (1,899,239) $36.96
Forfeited (3,000]) $37.36
December 31, 2007 4,101,165 $86.19
Exercised (662,013) $36.36
Forfeited (298,635) $167.76
December 31, 2008 3,140,517 $88.82
Exercised (490,617) $34.92
Forfeited (8,064) $167.76
December 31, 2009!") 2,641,836 $98.59

(1 At December 31, 2009, approximately 2.6 million options were vested or are expected to vest.

On January 31, 2007, the Company awarded options to
purchase 1,545,735 shares of BlackRock common stock
to certain executives as long-term incentive compensa-
tion. The options will vest on September 29, 2011, as

the Company had actual GAAP earnings per share in
excess of $5.20 in 2009. The options have a strike price of
$167.76, which was the closing price of the shares on the
grant date. Fair value, as calculated in accordance with

a modified Black-Scholes model, was approximately
$45.88 per option. The fair value of the options is being
amortized over the vesting period as exceeding the per-
formance hurdles was deemed probable of occurring.

Assumptions used in calculating the grant-date fair
value for the stock options issued in January 2007 were
as follows:

The Company’s expected option term was derived
using the mathematical average between the
earliest vesting date and the option expiration date

in accordance with ASC 718. The Company’s expected
stock volatility assumption was based upon historical
stock price fluctuations of BlackRock's common
stock. The dividend yield assumption was derived
using estimated dividends over the expected term
and the stock price at the date of grant. The risk free
interest rate is based on the U.S. Treasury yield at
date of grant.

The aggregate intrinsic value of options exercised
during the years ended December 31, 2009, 2008 and
2007 was $63 million, $113 million and $268 million,
respectively.

Exercise price $167.76
Expected term (years) 7.335
Expected volatility 24.5%

Dividend yield
Risk-Free interest rate

1.0%-4.44%

4.8%

Stock options outstanding and exercisable at December 31, 2009 are as follows:

Options Outstanding

Options Exercisable

(Dollar amounts in millions) Aggregate
Weighted Weighted Weighted Weighted intrinsic
average average average average value of
Exercise Options remaining exercise Options exercise remaining  exercisable
prices outstanding life price exercisable price life shares

(per share) (years) (years)
$37.36 1,309,300 2.79 $37.36 1,309,300 $37.36 2.79 $255
$43.31 96,500 0.96 $43.31 96,500 $43.31 0.96 18
$167.76 1,236,036 7.09 $167.76 - - — -
2,641,836 4.74 $98.59 1,405,800 $37.77 2.66 $273

Fiscal year 2008 included a cumulative adjustment to the
estimated forfeiture rate for unvested stock options as a
result of additional data on actual forfeiture activity.

As of December 31, 2009, the Company had $21 million
in unrecognized stock-based compensation expense
related to unvested stock options. The unrecognized

Restricted Stock and RSUs

compensation cost is expected to be recognized over
a remaining weighted-average period of 1.8 years.

Pursuant to the Award Plan, restricted stock grants and
RSUs may be granted to certain employees. Restricted
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stock was issued for stock awards prior to 2006. RSUs
were issued for the majority of grants in 2006, 2007, 2008
and 2009. These restricted shares and RSUs vest over
periods ranging from one to five years and are expensed
on the straight-line method over the requisite service
period for each separately vesting portion of the award as
if the award was, in-substance, multiple awards. Prior to

Outstanding at

2009, the Company awarded restricted stock and RSUs
with nonforfeitable dividend equivalent rights. Restricted
stock and RSUs awarded in 2009 are not considered
participating securities as dividend equivalents are
subject to forfeiture prior to vesting of the award.

Restricted stock and RSU activity for the years ended
December 31, 2009, 2008 and 2007 is summarized below:

Unvested restricted
stock and units

Weighted average
grant date fair value

December 31, 2006 1,515,890 $130.49
Granted 2,551,913 $167.64
Converted (274,164) $104.15
Forfeited (84,631) $159.95

December 31, 2007 3,709,008 $158.01
Granted 1,618,161 $201.80
Converted (468,046) $146.69
Forfeited (255,170) $163.64

December 31, 2008 4,603,953 $174.24
Granted 1,869,849 $118.43
Converted (894,909) $178.53
Forfeited (218,430) $157.21

December 31, 2009'" 5,360,463 $154.75

(1 At December 31, 2009, approximately 4.9 million awards are expected to vest.

On January 25, 2007, the Company issued approximately
901,200 RSUs to employees in conjunction with their
annual incentive compensation awards. The RSU awards
vest over three years through January 2010. The value of
the RSUs was calculated using BlackRock’s closing stock
price on the date of grant, or $169.70. The grant date fair
value of the RSUs is being amortized into earnings on the
straight-line method over the requisite service period,
net of expected forfeitures, for each separately vesting
portion of the award as if the award was, in substance,
multiple awards. In addition, in January 2007, the Com-
pany granted 1,559,022 of RSUs as long-term incentive
compensation, which will be funded by shares currently
held by PNC.

In January 2008 and 2009, the Company granted 295,633
and 23,417 RSUs, respectively, as long-term incentive
compensation, which will be partially funded by shares
currently held by PNC (see Long-Term Incentive Plans
Funded by PNC below). The awards cliff vest five years
from the date of grant.

In January 2008 and 2009, the Company granted
1,212,759 and 1,789,685 RSUs, respectively, to employees
as part of annual incentive compensation under the
Award Plan that vest ratably over three years from the
date of grant.

At December 31, 2009, there was $291 million of total
unrecognized compensation cost related to unvested
restricted stock and RSUs. As of December 31, 2009,
the unrecognized compensation cost is expected to be
recognized over a remaining weighted average period of
1.6 years.

In January 2010, the Company granted the following
awards under the Award Plan:

e 846,884 RSUs to employees as part of annual incentive
compensation that vest ratably over three years from
the date of grant.

e 256,311 RSUs to employees that cliff vest on Janu-
ary 31, 2012. Awards to certain individuals require

that BlackRock has actual GAAP earnings per share
of at least $6.13 in 2010 or $6.50 in 2011 or has
attained an alternative performance hurdle based
on the Company’s earnings per share growth rate
versus certain peers over the term of the awards.
The RSUs may not be sold before the one-year
anniversary of the vesting date.

o 1,497,222 RSUs to employees that vest 50% on both
January 31, 2013 and 2014. Awards to certain individ-
uals require that BlackRock has actual GAAP earnings
per share of at least $6.13 in 2010 or $6.50 in 2011 or
has attained an alternative performance hurdle based
on the Company’s earnings per share growth rate
versus certain peers over the term of the awards.

e 124,575 shares of restricted common stock to
employees that vest in tranches on January 31, 2010,
2011 and 2012. The restricted common stock may
not be sold before the one-year anniversary of each
vesting date.

Long-Term Incentive Plans Funded by PNC

Under a share surrender agreement, PNC committed to
provide up to 4,000,000 shares of BlackRock stock, held
by PNC, to fund certain BlackRock long-term incentive
plans ("LTIP"). In February 2009, the share surrender
agreement was amended for PNC to provide BlackRock
series C non-voting participating preferred stock to fund
the remaining committed shares.

The BlackRock, Inc. 2002 Long-Term Retention and
Incentive Plan (the “2002 LTIP Awards”) permitted

the grant of up to $240 million in deferred compensa-
tion awards, of which the Company previously granted
approximately $233 million. Approximately $208 million
of the 2002 LTIP Awards were paid in January 2007. The
2002 LTIP Awards were payable approximately 16.7% in
cash and the remainder in BlackRock stock contributed
by PNC and distributed to plan participants. Approxi-
mately $6 million of previously issued 2002 LTIP Awards
will result in the settlement of BlackRock shares held by
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PNC through 2010 at a conversion price approximating
the market price on the settlement date. The fair value
of the remaining 2002 LTIP Awards are accrued prior to
settlement over the remaining service period in accrued
compensation and benefits on the consolidated state-
ments of financial condition.

The settlement of the 2002 LTIP Awards in January 2007
resulted in the surrender by PNC of approximately 1 mil-
lion shares of BlackRock stock. Under the terms of the
2002 LTIP Awards, employees elected to put approxi-
mately 95% of the stock portion of the awards back to
the Company at a total fair market value of approxi-
mately $166 million. On the payment date, the Company
recorded a capital contribution from PNC for the amount
of shares funded by PNC.

For the shares not put back to the Company, no dilu-

tion resulted from the delivery of stock pursuant to the
awards since they were funded by shares held by PNC
and were issued and outstanding at December 31, 2006.
Put elections made by employees were accounted for as
treasury stock repurchases and are accretive to the Com-
pany’s earnings per share. The shares repurchased were
retained as treasury stock.

During 2007, the Company granted additional long-term
incentive awards, out of the Award Plan, of approximately
1.6 million RSUs, that will be settled using BlackRock

1 6 = EMPLOYEE BENEFIT PLANS

shares held by PNC in accordance with the share
surrender agreement. The RSU awards will vest on
September 29, 2011, the end of the service condition, as
BlackRock had actual GAAP earnings per share in excess
of $5.20 in 2009. The value of the RSUs was calculated
using BlackRock’s closing stock price on the date of
grant. The grant date fair value of the RSUs is being
amortized as an expense on the straight-line method over
the vesting period, net of expected forfeitures. The maxi-
mum value of awards that may be funded by PNC, prior to
the earlier of September 29, 2011 or the date the perfor-
mance criteria are met, is approximately $271 million, all
of which has been granted as of December 31, 2009.

Subsequent to September 29, 2011, the remaining com-
mitted PNC shares, of approximately 1.3 million, would
be available to fund future long-term incentive awards.

Employee Stock Purchase Plan ["ESPP")

Effective January 2007, the terms of the amended ESPP
allow eligible employees to purchase the Company’s
common stock at 95% of the fair market value on the last
day of each three-month offering period. In accordance
with ASC 718-10, Compensation—Stock Compensation,
the Company does not record compensation expense
related to employees purchasing shares under the
amended ESPP.

Deferred Compensation Plans
Voluntary Deferred Compensation Plan

Effective January 2002, the Company adopted a Voluntary
Deferred Compensation Plan ("VDCP”) which allows
participants to elect to defer between 1% and 100% of
that portion of the employee’s annual incentive compen-
sation not mandatorily deferred under the Involuntary
Deferred Compensation Plan (“IDCP”). The participants
must specify a deferral period of one, three, five or ten
years. The Company funds the obligation through the
establishment of a rabbi trust on behalf of the partici-
pants in the plan.

Involuntary Deferred Compensation Plan

Effective January 2002, the Company adopted an IDCP
for the purpose of providing deferred compensation and
retention incentives to key officers and employees. The
IDCP provided for a mandatory deferral of up to 15%

of annual incentive compensation. For annual incen-
tive awards for fiscal years prior to 2005, the mandatory
deferral was matched by BlackRock in an amount equal
to 20% of the deferral for employees with total compen-
sation above certain levels. The matching contribution
related to the mandatory deferral vests on the third
anniversary of the deferral date. The Company funds the
obligation through a rabbi trust established on behalf

of the participants in the plan. No mandatory deferrals
under the IDCP have been made since the annual incen-
tive awards for fiscal year 2004.

During 2008, the IDCP was liquidated and all assets were
distributed to the existing participants.

Rabbi Trust

The rabbi trust established for the IDCP and VDCP,

with assets totaling $57 million and $49 million as of
December 31, 2009 and 2008, respectively, is reflected in
investments on the Company’s consolidated statements
of financial condition. Such investments are classified

as trading and other investments. The corresponding lia-
bility balance of $57 million and $41 million as of Decem-
ber 31, 2009 and 2008, respectively, is reflected in the
Company’s consolidated statements of financial condition
as accrued compensation and benefits. Earnings in the
rabbi trust, including unrealized appreciation or depre-
ciation, are reflected as non-operating income or loss
and changes in the corresponding liability are reflected
as employee compensation and benefits expense in the
consolidated statements of income.

Other Deferred Compensation Plans

The Company has additional compensation plans for the
purpose of providing deferred compensation and reten-
tion incentives to certain employees. The final value of the
deferred amount to be distributed upon vesting is associ-
ated with the returns of certain investment funds. The
liability balances for these plans were $38 million and $9
million as of December 31, 2009 and 2008, respectively,
and are reflected in the Company’s statements of finan-
cial condition as accrued compensation and benefits.

SSR and Realty had deferred compensation plans which
allowed participants to elect to defer a portion of their
annual incentive compensation or commissions for either
a fixed term or until retirement and invest the funds in
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specified investments. SSR has funded a portion of the
obligation through the purchase of company-owned life
insurance (“COLI"] policies to the benefit of SSR. The
COLI assets are carried at fair value on the consolidated
statement of financial condition, and at December 31,
2009 and 2008, the value of the COLI assets was $11 mil-
lion and $9 million, respectively, which were recorded

in other assets. Changes in the cash surrender value of
the COLI policies are recorded to non-operating income
in the consolidated statements of income. In addition,
the Company has recorded a related obligation to repay
the deferred incentive compensation, plus applicable
earnings, to employees, which totaled $11 million and
$9 million which were recorded in accrued compensation
and benefits on the consolidated statement of financial
condition as of December 31, 2009 and 2008, respectively.
Changes in the Company’s obligation under these plans,
as a result of appreciation of the underlying investments
in an employee’s account, are recorded as compensation
and benefits expense in the consolidated statements

of income. Both plans no longer allow participants to
defer a portion of their annual incentive compensation
or commissions.

Defined Contribution Plans
BlackRock Retirement Savings Plan

Certain of the Company’s employees participate in the
BlackRock Retirement Savings Plan ("BRSP”). Under
the BRSP, employee contributions of up to 6% of eligible
compensation, as defined by the plan and subject to
Internal Revenue Code limitations, are matched by the
Company at 50%. As part of the BRSP, the Company also
will make an annual retirement contribution on behalf
of each eligible participant equal to no less than 3% of
eligible compensation, plus an additional amount, deter-
mined in the discretion of the Company, not to exceed
2% of eligible compensation for a total contribution of

no more than 5% of eligible compensation. The BRSP
expense for the Company was $24 million, $33 million,
and $31 million for the years ended December 31, 2009,
2008 and 2007, respectively. Contributions to the BRSP
are made in cash and no new investments in BlackRock
stock or matching contributions of stock are available in
the BRSP.

BGI 401(k] Savings Plan

The Company assumed a 401(k) Plan covering employees
of BGI (the “BGI Plan”) as a result of the BGI Transaction.
As part of the Barclays Global Investors Plan, employee
contributions are matched at 200% of participants’
pre-tax contributions up to 2% of an employee’s base
salary, and matched 100% of the next 2% of base salary,
as defined by the plan and subject to Internal Revenue
Code limitations. The maximum matching contribution

a participant can receive is an amount equal to 6% of the
base salary. The BGI Plan expense was immaterial to
the Company’s financial statements for the year ended
December 31, 2009.

BGI Retirement Plan

The Company assumed a defined contribution money pur-
chase pension plan ("BGI Retirement Plan”) as a result
of the BGI Transaction. All salaried employees of BGI and

its participating affiliates who are U.S. residents and on
the U.S. payroll are eligible to participate. For participants
earning less than $100,000 in base salary, the Company
contributes 6% of a participant’s total compensation
(base salary and performance bonus) up to $100,000. For
participants earning $100,000 or more in base salary, the
Company contributes 6% of a participant’s base salary up
to $245,000. These contributions are 25% vested once the
participant has completed two years of service and then
vest at a rate of 25% for each additional year of service
completed. Employees with five or more years of service
under the BGI Retirement Plan are 100% vested in their
entire balance. The BGI Retirement Plan expense was
immaterial to the Company’s financial statements for the
year ended December 31, 2009.

BlackRock Group Personal Pension Plan

BlackRock Investment Management (UK] Limited ("BIM”),
a wholly-owned subsidiary of the Company, contributes
to the BlackRock Group Personal Pension Plan, a defined
contribution plan for all employees of BIM. BIM contrib-
utes between 6% and 15% of each employee’s eligible
compensation.

Research and Realty Plans

The Company assumed two 401(k] Plans covering
employees of SSR and Realty (the “Research Plan” and
“Realty Plan,” respectively) as a result of the SSR Trans-
action. Effective with the closing of the SSR Transaction,
contributions ceased for all participants in the Research
Plan and selected participants in the Realty Plan and
the Research Plan was closed to new participants. All
participants for which contributions ceased in either the
Research Plan or Realty Plan, participated in the ISP
through September 30, 2006 and became participants of
the BRSP thereafter. For all employees who were active
participants in the Realty Plan, employee contributions of
up to 3% of eligible compensation, as well as an addi-
tional 50% of the next 2% of eligible compensation, sub-
ject to Internal Revenue Code limitations, were matched
by the Company.

Effective November 1, 2007, the Company merged the
assets of the Research Plan and select participant
accounts of the Realty Plan into the BRSP.

Defined Benefit Plans

Prior to the BGI Transaction, the Company had sev-

eral defined benefit pension plans in Japan, Germany,
Luxembourg and Jersey. All accrued benefits under
these defined benefit plans are currently frozen and the
plans are closed to new participants. In 2008 the defined
benefit pension values in Luxembourg were transferred
into a new defined contribution plan for such employees,
removing future liabilities. Otherwise, participant benefits
under the plans will not change with salary increases or
additional years of service. The unfunded liabilities are
immaterial to the Company’s 2009 and 2008 consolidated
statements of financial condition.

Through the BGI Transaction, the Company assumed
defined benefit pension plans in Japan and Germany,
the “Japan Plan” and the “"Germany Plan”, which are
closed to new participants. At December 31, 2009,
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the plan assets for these plans were approximately

$10 million and the unfunded obligations were less than
$3 million which were recorded in accrued compensation
and benefits in the consolidated statements of financial
condition. Benefit payments for the next five years and in
aggregate for the five years thereafter are not expected
to be material.

Defined benefit plan assets for the Japan Plan of approxi-
mately $7 million are invested using a total return invest-
ment approach whereby a mix of equity securities, debt
securities and other investments are used to preserve
asset values, diversify risk and achieve the target invest-
ment return benchmark. Investment strategies and asset
allocations are based on consideration of plan liabilities
and the funded status of the plan. Investment perfor-
mance and asset allocation are measured and monitored
on an ongoing basis. The current target allocations for the
plan assets are 39-44% for equity securities, 52-54% for
fixed income securities and 4-7% for cash. Equity securi-
ties include U.S. and international equity securities and
fixed income securities include long-duration bond funds.

Defined benefit plan assets for the Germany Plan of
approximately $3 million are invested in a balanced
portfolio comprised of two major components: an equity
portion and a fixed income portion. The expected role of
defined benefit plan equity investments is to maximize
the long-term real growth of fund assets, while the role of
fixed income investments is to generate current income,
provide for more stable periodic returns and provide
some protection against a prolonged decline in the
market value of equity investments.

1 7 = RELATED PARTY TRANSACTIONS

Post-Retirement Benefit Plans

Prior to the BGI Transaction, the Company had require-
ments to deliver post-retirement medical benefits to

a closed population based in the United Kingdom. For
the years ended December 31, 2009, 2008 and 2007,
expenses for these benefits were immaterial to the
Company'’s consolidated financial statements.

Through the BGI Transaction, the Company assumed a
requirement to deliver post-retirement medical benefits
to a closed population of former BGI employees in the
United States and the United Kingdom.

The post-retirement medical plan costs are developed
from actuarial valuations which include key assumptions,
including the discount rate and health care cost trends.
Material changes in retiree medical plan benefit costs
may occur in the future due to changes in these assump-
tions, changes in the number of plan participants and
increases in the cost of healthcare.

Accrued post-retirement costs are included in accrued
compensation and benefits in the consolidated state-
ments of financial condition. At December 31, 2009,

the accumulated benefit obligation was approximately
$14 million and is unfunded. For the one month ended
December 31, 2009, expenses for these benefits were
immaterial to the Company’s consolidated financial
statements. Benefit payments for the next five years

and in aggregate for the five years thereafter are not
expected to be material. The estimated impact of a one
percentage-point change in the discount rate would be

a change of less than $1 million on 2009 pension expense
and would change the projected benefit obligation by less
than $3 million.

Determination of Related Parties

As a result of the BGI Transaction, Barclays acquired
approximately 19.8% of the total capital stock of
BlackRock. See Note 3, Mergers and Acquisitions,

for further discussion. The Company has considered
Barclays, along with its affiliates, to be related parties in
accordance with ASC 850-10, Related Party Disclosures
("ASC 850-10"), since the closing of the BGI Transaction
based on its level of ownership. At December 31, 2009,
Barclays owned approximately 4.8% of the Company’s
common stock and held approximately 19.8% of the
total capital stock.

As a result of the MLIM Transaction in 2006 the Company
considered Merrill Lynch, along with its affiliates, to be
related parties, since the closing of the MLIM Trans-
action based on its level of ownership. At December 31,
2009, Merrill Lynch owned approximately 3.7% of the

Company'’s voting common stock and held approximately
34.2% of the total capital stock.

For the years ended December 31, 2009, 2008 and 2007,
the Company considered PNC, along with its affiliates,
to be related parties based on the level of its ownership
of BlackRock capital stock. At December 31, 2009, PNC
owned approximately 35.2% of the Company’s voting
common stock and held approximately 24.5% of the total
capital stock.

For the years ended December 31, 2009, 2008 and 2007,
the Company considers its registered investment compa-
nies, which include mutual funds and exchanged traded
funds, to be related parties as a result of the Company’s
advisory relationship. In addition, equity method invest-
ments are considered related parties in accordance with
ASC 850-10 due to the Company’s influence over the
financial and operating policies of the investee.
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Investment Advisory and Administration Fees from Related Parties
Revenues for services provided by the Company to these and other related parties are as follows:
Year ended December 31,

(Dollar amounts in millions) 2009 2008 2007

Investment advisory, administration fees and
securities lending revenue:

Merrill Lynch and affiliates $48 $76 $89
PNC and affiliates 3 8 9
Anthracite Capital, Inc. 1 14 —
Registered investment companies/
Equity method investees 2,563 2,864 2,542
Other 1 — —
Total investment advisory and administration fees 2,616 2,962 2,640
Investment advisory performance fees
(equity method investees) 35 — —

BlackRock Solutions and advisory:

Merrill Lynch and affiliates 2 — —
PNC and affiliates 8 " 5
Equity method investees 21 19 —
Other — 1 1
Total BlackRock Solutions and advisory 31 31 6
Other revenue:
Merrill Lynch and affiliates 13 10 16
PNC and affiliates 3 — -
Barclays and affiliates 2 — —
Equity method investees 15 1 —
Other 1 2 1
Total other revenue 34 13 17
Total revenue from related parties $2,716 $3,006 $2,663
The Company provides investment advisory and admin- The Company records its investment advisory and admin-
istration services to its open- and closed-end funds and istration fees net of retrocessions, therefore retrocessions
other commingled or pooled funds and separate accounts are not included in the table above. Such retrocession
in which related parties invest. In addition, the Company arrangements for the years ended December 31, 2009,
provides investment advisory and administration services 2008 and 2007 were $85 million, $118 million and
to Merrill Lynch, PNC and its affiliates for a fee based on $118 million, respectively.
AUM. Further, the Company provides risk management
services to PNC and Merrill Lynch. The Company con- Aggregate Expenses for Transactions with Related Parties

tracts with Merrill Lynch for various mutual fund distribu-
tion and shareholder servicing to be performed on behalf
of certain non-U.S. funds managed by the Company.

Aggregate expenses included in the consolidated state-
ments of income for transactions with related parties
are as follows:

Year ended December 31,
(Dollar amounts in millions) 2009 2008 2007

Expenses with related parties:
Distribution and servicing costs

Merrill Lynch and affiliates $349 $464 $444
PNC and affiliates 19 30 23
Other — 1 3
368 495 470
General and administration expenses

Merrill Lynch and affiliates 7 13 48
Barclays and affiliates 3 — —
Anthracite Capital, Inc. 31 — —
Other registered investment companies 31 21 9

Support of two private sponsored
enhanced cash funds/Other 1 10 36
73 44 93

Termination of closed-end fund administration and
servicing arrangements with Merrill Lynch - — 128

Total expenses with related parties $441 $539 $691
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Certain Agreements and Arrangements with
Merrill Lynch and PNC

Global Distribution Agreement

On September 29, 2006, BlackRock entered into a global
distribution agreement with Merrill Lynch. The global dis-
tribution agreement provides a framework under which
Merrill Lynch provides distribution and servicing of client
investments in certain BlackRock investment advisory
products. Pursuant to the global distribution agreement,
Merrill Lynch has agreed to cause each of its distributors
to continue distributing BlackRock covered products and
covered products of the former MLIM Business that it
distributed as of February 15, 2006 on the same eco-
nomic terms as were in effect on February 15, 2006 or as
the parties otherwise agree. For new covered products
introduced by BlackRock to Merrill Lynch for distribu-
tion that do not fall within an existing category, type or
platform of covered products distributed by Merrill Lynch,
the Merrill Lynch distributors must be offered the most
favorable economic terms offered by BlackRock to other
distributors of the same product. If a covered product that
does not fall within an existing category, type or platform
of covered products distributed by Merrill Lynch becomes
part of a group or program of similar products distributed
by the Merrill Lynch distributors, some of which are spon-
sored by managers other than BlackRock, the economic
terms offered by Merrill Lynch distributors to BlackRock
for the distribution of such covered products must be at
least as favorable as the most favorable economic terms
to which any such product is entitled.

July 2008 Changes to Stockholder and
Global Distribution Agreements

In July 2008, the Company entered into an amended and
restated stockholder agreement and an amended and
restated global distribution agreement with Merrill Lynch.

These changes to the stockholder agreement with Merrill
Lynch, among other items, (i) provide Merrill Lynch with
additional flexibility to form or acquire asset managers
substantially all of the business of which is devoted to
non-traditional investment management strategies such
as short selling, leverage, arbitrage, specialty finance
and quantitatively-driven structured trades; (ii] expand
the definition of change in control of Merrill Lynch to
include the disposition of two-thirds or more of its Global
Wealth & Investment Management business; (iii) extend
the general termination date to the later of July 16, 2013
or the date Merrill Lynch’s beneficial ownership of
BlackRock voting securities falls below 20%; and

(iv) clarify certain other provisions in the agreement.

The changes in the global distribution agreement in rela-
tion to the prior agreement, among other things, (i) pro-
vide for an extension of the term to five years from the
date of a change in control of Merrill Lynch (to January 1,
2014 following Bank of America’s acquisition of Merrill
Lynch) and one automatic 3-year extension if certain
conditions are satisfied; (i) strengthen the obligations

of Merrill Lynch to achieve revenue neutrality across

the range of BlackRock products distributed by Merrill
Lynch if the pricing or structure of particular products

is required to be changed:; (i) obligate Merrill Lynch to
seek to obtain distribution arrangements for BlackRock
products from buyers of any portion of its distribution
business on the same terms as the global distribution
agreement for a period of at least 3 years; and (iv) restrict
the manner in which products managed by alternative

asset managers in which Merrill Lynch has an interest
may be distributed by Merrill Lynch.

The total amount expensed by BlackRock during 2009,
2008 and 2007 related to Merrill Lynch distribution and
servicing of products covered by the global distribution
agreement, including mutual funds, separate accounts,
liquidity funds, alternative investments and insurance
products, was approximately $337 million, $456 million
and $437 million, respectively.

In connection with the closings under the exchange
agreements, on February 27, 2009 BlackRock entered
into a second amended and restated stockholder
agreement with Merrill Lynch and an amended and
restated implementation and stockholder agreement
with PNC, and a third amendment to the share surren-
der agreement with PNC. See Note 19, Capital Stock, for
further discussion.

The changes contained in the amended and restated
stockholder agreement with Merrill Lynch, in relation to
the prior agreement, among other things, (i] revised the
definitions of “Fair Market Value,” “Ownership Cap” and
“Significant Stockholder”; and (ii) amended or supple-
mented certain other definitions and provisions therein
to incorporate series B preferred stock and series C
preferred stock, respectively. The changes contained in
the amended and restated stockholder agreement with
PNC, in relation to the prior agreement, among other
things, (i) revised the definitions of “Fair Market Value,”
“Ownership Cap,” “Ownership Percentage,” “Owner-
ship Threshold” and “Significant Stockholder”; and

(ii) amended or supplemented certain other provisions
therein to incorporate series B preferred stock and
series C preferred stock, respectively.

The amendment to the share surrender agreement with
PNC provided for the substitution of series C preferred
stock for the shares of common stock subject to the share
surrender agreement.

June 2009 Changes to Stockholder Agreements

In connection with the BGI Transaction, certain additional
amendments were made to the amended and restated
stockholder agreements with Merrill Lynch and PNC.

The amended and restated stockholder agreement with
Merrill Lynch was changed to, among other things,

(i) amend or supplement certain definitions and pro-
visions therein to incorporate series D participating
preferred stock, (i) amend the provision relating to the
composition of BlackRock’s Board of Directors and

(iii) add certain provisions relating to the U.S. Bank
Holding Company Act.

The amended and restated stockholder agreement with
PNC was changed to, among other things, (i) revise the
definitions of “Ownership Cap” and “Ownership Thresh-
old,” (ii) amend or supplement certain other definitions
and provisions therein to incorporate series D participat-
ing preferred stock, (iii) provide that none of the trans-
fer restriction provisions set forth in the amended and
restated stockholder agreement with PNC shall apply to
the shares purchased by PNC as part of the financing for
the BGI Transaction, (iv] amend the provision relating to
the composition of BlackRock's Board of Directors and
(v] provide that the amended and restated stockholder
agreement with PNC shall terminate upon the later of
(A) the five year anniversary of the amended and restated
stockholder agreement with PNC and (B) the first date
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on which PNC and its affiliates beneficially own less than
5% of the outstanding BlackRock capital stock, subject to
certain other conditions specified therein.

Other Agreements

On September 29, 2006, BlackRock entered into a
transition services agreement with Merrill Lynch and

its controlled affiliates to allow BlackRock to transition
from relying on Merrill Lynch for various functions for
the former MLIM Business and to allow Merrill Lynch

to transition from relying on the former MLIM Business
for various functions. The pricing for such services is
required to be consistent with historical practices. The
total amount expensed by BlackRock for the years ended
December 31, 2009, 2008 and 2007 relating to the transi-
tion services agreement with Merrill Lynch was approxi-
mately $3 million, $1 million and $5 million, respectively.

In connection with the MLIM Transaction, Merrill Lynch
has agreed that it will provide reimbursement to
BlackRock for employee incentive awards issued to
former MLIM employees who became BlackRock
employees subsequent to the MLIM Transaction. Reim-
bursements will amount to 50% of the total amount of
awards to former MLIM employees between $100 million
and $200 million. The Company is entitled to invoice
Merrill Lynch following its determination of the portion
of awards entitled to reimbursement for a given calendar
year. Through January 2007, the Company had issued
total eligible incentive compensation to qualified
employees in excess of $200 million. In August 2009,
Merrill Lynch reimbursed $25 million to BlackRock

for employee incentive awards issued to former MLIM
employees who became BlackRock employees subse-
quent to the MLIM Transaction. Upon receipt, the
reimbursement was recorded as a capital contribution.

Effective September 29, 2006, the Company leases certain
office buildings from Merrill Lynch. The lease agreements
expire by 2018. Rent expense of $2 million, $5 million and
$18 million for the years ended December 31, 2009, 2008
and 2007, respectively, was recorded related to office
buildings leased from Merrill Lynch.

Merrill Lynch and certain of its affiliates have been
engaged by the Company to provide recordkeeping,
administration and trustee services to the BRSP. The
compensation to Merrill Lynch and its affiliates for
these services paid by the Company was not material.

Termination of Closed-end Fund and
Servicing Arrangements

On September 28, 2007, the Company insourced certain
closed-end fund administration and servicing arrange-
ments in place with Merrill Lynch. In connection with
this insourcing, the Company terminated 40 agreements
with Merrill Lynch with original terms ranging from 30 to
40 years and made a one-time payment to Merrill Lynch
of $128 million on October 31, 2007. The payment is
reported as “termination of closed-end fund administra-
tion and servicing arrangements” on the consolidated
statement of income. As a result of these terminations,
Merrill Lynch was discharged of any further duty to pro-
vide the services and BlackRock was discharged from any
further payment obligation.

Certain Agreements and Arrangements with Barclays

Barclays Amended and Restated
Stock Purchase Agreement

On November 30, 2009, BlackRock, Barclays Bank PLC
and Barclays PLC (for limited purposes) entered into

an Amended and Restated Stock Purchase Agreement
(the “Amended and Restated Stock Purchase Agree-
ment”). The Amended and Restated Stock Purchase
Agreement amended and restated the terms of the

Stock Purchase Agreement, dated as of June 16, 2009,

by and among BlackRock, Barclays and Barclays PLC

(for limited purposes), which provided for the acquisition
by BlackRock of BGI from Barclays. The revised terms
relate, among other things, to the amount of cash and
capital required to be held by the various BGI entities

at the closing of the acquisition and to the post-closing
purchase price adjustment mechanism. On December 1,
2009, BlackRock completed its acquisition of BGI pursuant
to the Amended and Restated Stock Purchase Agreement.

Barclays Stockholder Agreement

In connection with the completion of its acquisition of
BGlI, BlackRock entered into a Stockholder Agreement,
dated as of December 1, 2009 (the “Barclays Stockholder
Agreement”), with Barclays and Barclays BR Holdings
S.a.rl. ("BR Holdings”, and together with Barclays, the
“Barclays Parties”). Pursuant to the terms of the Barclays
Stockholder Agreement, the Barclays Parties agreed,
among other things, to certain transfer and voting restric-
tions with respect to shares of BlackRock common stock
and preferred stock owned by them and their affiliates, to
limits on the ability of the Barclays Parties and their affili-
ates to acquire additional shares of BlackRock common
stock and preferred stock and to certain other restric-
tions. In addition, the Barclays Stockholder Agreement
contains certain provisions relating to the composition of
BlackRock’s board of directors, including a requirement
that BlackRock’s board must consist of not more than

19 directors, with two directors designated by the
Barclays Parties.

Other Agreements

Barclays and certain of its affiliates have been engaged
by the Company to provide the use of certain indices
for certain BlackRock investments funds and to provide
indemnification to clients related to potential losses

in connection with lending of client securities. For the
year ended December 31, 2009 such amounts were

not material.

Receivables and Payables with Related Parties

Due from related parties was $189 million and $309
million at December 31, 2009 and 2008, respectively,

and primarily represented a tax indemnification asset
due from Barclays at December 31, 2009, receivables for
investment advisory and administration services provided
by BlackRock, and other receivables from certain invest-
ment products managed by BlackRock. Due from related
parties at December 31, 2009 included $72 million of a
tax indemnification asset due from Barclays, $57 million
due from certain funds, $48 million in receivables from
Bank of America/Merrill Lynch, PNC and Barclays and
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$12.5 million in loan receivables from Anthracite Capital,
Inc. ("Anthracite”) (see below). Due from related parties at
December 31, 2008 included $200 million and $40 million
in loan receivables and unsettled redemptions, respec-
tively, from a warehouse entity established to launch
certain private equity funds of funds and Anthracite (see
below), and $20 million in receivables from Merrill Lynch
and PNC.

Accounts receivable at December 31, 2009 and 2008
includes $492 million and $253 million, respectively,
related to receivables from BlackRock mutual funds
and iShares for investment advisory and administra-
tion services.

Due to related parties was $439 million and $103 million
at December 31, 2009 and 2008, respectively, and primar-
ily represented payables and accrued liabilities under the
Merrill Lynch global distribution agreement and assumed
liabilities from the BGI Transaction. Due to related parties
at December 31, 2009 included $330 million and $95 mil-
lion payable to Barclays and Merrill Lynch, respectively.
The payable at December 31, 2009 to Barclays included
non-interest bearing notes that were assumed by
BlackRock at the close of the BGI Transaction related to
certain acquired tax receivables and other contractual

1 8 = NET CAPITAL REQUIREMENTS

items. Due to related parties as of December 31, 2008
included $78 million payable to Merrill Lynch and

$5 million payable to PNC for fund distribution and
servicing costs.

Loan Commitments with Anthracite

At December 31, 2009, the Company was committed to
provide financing of up to $60 million, until March 2010,
to Anthracite, a specialty commercial real estate finance
company that is managed by a subsidiary of BlackRock.
The financing is collateralized by Anthracite pledging its
ownership interest in a real estate debt investment fund,
which is also managed by a subsidiary of BlackRock.

At December 31, 2009, $33.5 million of financing was
outstanding and remains outstanding as of March 10,
2010 which is past its final maturity date of March 5,
2010. At December 31, 2009, the value of the collateral
was estimated to be $12.5 million, which resulted in a
$21 million reduction in due from related parties on the
Company'’s consolidated statement of financial condition
and an equal amount recorded in general and administra-
tion expense in the year ended December 31, 2009. The
Company has no obligation to loan additional amounts to
Anthracite under this facility.

The Company is required to maintain net capital in certain
regulated subsidiaries within a number of jurisdictions,
which is met in part by retaining cash and cash equiva-
lent investments in those jurisdictions. As a result such
subsidiaries of the Company may be restricted in their
ability to transfer cash between different jurisdictions and
to their parents. Additionally, transfer of cash between
international jurisdictions, including repatriation to the
United States, may have adverse tax consequences that
could discourage such transfers. At December 31, 2009,
the Company was required to maintain approximately
$857 million in net capital at these subsidiaries, including
BlackRock Institutional Trust Company, National Asso-
ciation ("BTC"), and is in compliance with all applicable
regulatory minimum net capital requirements.

Broker-Dealers

BlackRock Investments, LLC, and BlackRock Capital
Markets, LLC, BlackRock Execution Services and
BlackRock Fund Distribution Company are registered
broker-dealers and wholly-owned subsidiaries of
BlackRock that are subject to the Uniform Net Capital
requirements under the Securities Exchange Act of 1934,
which requires maintenance of certain minimum net
capital levels.

Banking Regulatory Requirements

BTC, a wholly-owned subsidiary of the Company, is
chartered as a national bank whose powers are limited
to trust activities. BTC is subject to various regulatory
capital requirements administered by the Federal banking
agencies. Failure to meet minimum capital requirements
can initiate certain mandatory and possibly additional
discretionary actions by regulators that, if undertaken,
could have a direct material effect on the Company’s
consolidated financial statements. Under the capital
adequacy guidelines and the regulatory framework

for prompt corrective action, the Company must meet
specific capital guidelines that invoke quantitative
measures of the Company’s assets, liabilities, and
certain off-balance sheet items as calculated under

the regulatory accounting practices. BTC’s capital
amounts and classification are also subject to qualitative
judgments by the regulators about components, risk
weightings and other factors.

To be categorized as “adequately capitalized,” BTC must
maintain minimum Total risk-based, Tier 1 risk-based
(capital to risk weighted assets), and Tier 1 leverage
ratios (capital to average assets) as set forth in the
table below. BTC has sufficient capital to be considered
“adequately capitalized.”
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The following schedule provides BTC's regulatory capital amounts and ratios at December 31, 2009 as well as the
required capital amounts to be considered well capitalized under prompt correct action provisions of Section 38 of the

Federal Deposit Insurance Act:

To be well
capitalized under
For capital prompt
adequacy corrective action
Actual purposes provisions
(Dollar amounts in millions] Amount Ratio Amount Ratio Amount Ratio
December 31, 2009
Total Capital (to Risk Weighted Assets) $629 86.0% $59 8.0% $73 10.0%
Tier 1 capital (to Risk Weighted Assets) $629 86.0% $29 4.0% $44 6.0%
Tier 1 capital (to Average Assets) $629 48.9% $51 4.0% $64 5.0%

1 9 = CAPITAL STOCK

Capital Stock Authorized

BlackRock's authorized common stock, $0.01 par value,
was 500,000,000 shares at December 31, 2009. At
December 31, 2009 and 2008, BlackRock had 20,000,000
series A non-voting participating preferred shares,
$0.01 par value, authorized. At December 31, 2009,
BlackRock had 150,000,000 series B non-voting partici-
pating preferred shares, $0.01 par value, authorized.

At December 31, 2009, BlackRock had 6,000,000

series C non-voting participating preferred shares,
$0.01 par value, authorized. At December 31, 2009,
BlackRock had 20,000,000 series D non-voting partici-
pating preferred shares, $0.01 par value, authorized.

Common Shares Held in Escrow

On October 1, 2007, the Company acquired the fund of
funds business of Quellos. See Note 3, Mergers and
Acquisitions, for further discussion. The Company issued
1,191,785 shares of BlackRock common stock that were
placed into an escrow account. The common shares held
in escrow had no dilutive effect for 2007. In April 2008,
280,519 common shares were released to Quellos in
accordance with the Quellos asset purchase agreement,
which resulted in an adjustment to the recognized pur-
chase price and had a dilutive effect in 2008. In November
2009, 42,326 additional common shares were released
and will have a dilutive effect in 2009. The remaining
868,940 common shares may have a dilutive effect in
future periods based on the timing of the release of
shares from the escrow account in accordance with

the Quellos asset purchase agreement.

February 2009 Capital Exchanges

On January 1, 2009, Bank of America acquired Merrill
Lynch. In connection with this transaction, BlackRock
entered into exchange agreements with each of Mer-

rill Lynch and PNC pursuant to which each agreed to
exchange a portion of the BlackRock common stock it
held for an equal number of shares of non-voting par-
ticipating preferred stock. On February 27, 2009, Merrill
Lynch exchanged (i) 49,865,000 shares of BlackRock's
common stock for a like number of shares of BlackRock’s
series B non-voting participating preferred stock, and

(i) 12,604,918 shares of BlackRock's series A preferred
stock for a like number of shares of series B preferred
stock, and PNC exchanged (i) 17,872,000 shares of
BlackRock’'s common stock for a like number of shares
of series B preferred stock and (ii) 2,889,467 shares of
BlackRock’s common stock for a like number of shares
of BlackRock’s series C non-voting participating
preferred stock.

Below is a summary description of the series B and C
preferred stock issued in the exchanges.

The series B non-voting participating preferred stock:

¢ is non-voting except as otherwise provided by appli-
cable law;

e participates in dividends on a basis generally equal to
the common stock;

e benefits from a liquidation preference of $0.01 per
share; and

¢ is mandatorily convertible to BlackRock common stock
upon transfer to an unrelated party.

The series C non-voting participating preferred stock:

¢ is non-voting except as otherwise provided by appli-
cable law;

e participates in dividends on a basis generally equal to
the common stock;

¢ benefits from a liquidation preference of $40.00 per
share; and is only convertible to BlackRock common
stock upon the termination of the obligations of PNC
under its share surrender agreement with BlackRock.

Capital Stock Activities Related to BGI Transaction

In June 2009, the Company issued to an institutional
investor 2,133,713 shares of BlackRock's common
stock at $140.60 per share. The $300 million proceeds
from this issuance was used to fund a portion of the
purchase of BGI. See Note 3, Mergers and Acquisitions,
for further discussion.

On December 1, 2009, pursuant to separate stock pur-
chase agreements entered into on June 11, 2009 and
June 12, 2009, as amended, BlackRock sold an aggregate



BLACKROCK = 111 = NOTES
of 8,637,519 shares of common stock, 5,587,232 shares e participates in dividends on a basis generally equal to
of series B non-voting participating preferred stock and the common stock;
3,556,188 shares of series D non-voting participating . S
. e ) " e benefits from a liquidation preference of $0.01 per

preferred stock (collectively, the “Financing Shares”) to

LT . . . share; and
certain institutional investors, including the sale of the
3,556,188 shares of series D non-voting participating e was converted to series B preferred stock 20 days
preferred stock to PNC, each at a price of $140.60 per after an information statement in connection with the
share. The Company received approximately $2.5 billion Amended and Restated Purchase Agreement was
in total consideration from the sale of the Financing mailed by the Company to holders of its common
Shares, which was also used to fund the cash portion of stock. See Note 25, Subsequent Events, for further
the purchase of BGI. discussion.
In addition on December 1, 2009, the Company issued Cash Dividends

7,647,524 of series D non-voting participating preferred
stock to Barclays as part of the consideration for the
purchase of BGI.

Below is a summary description of the series D preferred
stock issued in the sales to PNC and Barclays.

The series D non-voting participating preferred stock:

¢ is non-voting except as otherwise provided by appli-
cable law;

During the years ended December 31, 2009, 2008 and
2007, the Company paid cash dividends of $3.12 per
common/preferred share (or $422 million), $3.12 per
common/preferred share (or $419 million) and $2.68 per
common/preferred share (or $353 million), respectively.

The Company’s common and preferred shares issued and
outstanding and related activity consist of the following:

Shares Issued Shares Outstanding
Escrow  Treasury Preferred  Preferred Preferred Preferred Preferred  Preferred Preferred  Preferred
Common  Common ~ Common Shares Shares Shares Shares  Common Shares Shares  Shares  Shares
Shares  Shares Shares  SeriesA  SeriesB  SeriesC  SeriesD Shares  SeriesA SeriesB  SeriesC  Series D
January 1, 2007 117,381,582 —  (972,685) 12,604,918 - - — 116,408,897 12,604,918 - — —
Net issuance of common
shares related to employee
stock transactions — — 617,175 — - — — 617175 - — — —
Issuance of common stock to
escrow agent in connection
with Quellos Transaction 1,191,785 (1,191,785) - - - - - - - - - -
PNC LTIP capital contribution - —  [966,512) - - - —  [966,512) - - - -
December 31, 2007 118,573,367 (1,191,785) (1,322,022) 12,604,918 - - — 116,069,560 12,604,918 — - -
Net issuance of common shares
related to employee stock
transactions and convertible
debt conversions - — 976,103 - - - — 976,103 — — — -
Release of common stock from
escrow agent in connection
with Quellos Transaction — 280519 - - - - — 280,519 — — — —
PNC LTIP capital contribution - - (25,072) - - - - (25,072) - - - -
December 31, 2008 118,573,367  (911,266)  (370,991) 12,604,918 - - — 17,291,110 12,604,918 - - -
Issuance of shares to
institutional investors 10,771,232 - — — 5587232 — 3,556,188 10,771,232 —  5587,232 — 3,556,188
Issuance of shares to Barclays 3,031,516 - — — 26,888,001 — 7,647,254 3,031,516 — 26,888,001 — 7,647,254
Issuance of common shares for
contingent consideration 330,341 - - - - - - 330,341 - - - -
Release of common stock to
escrow agent in connection
with Quellos Transaction - 42,326 - - - - - 42,326 — — - -
Net issuance of common shares
related to employee stock
transactions and convertible
debt conversions 696,788 - 410,789 - — - — 1,107,577 — — - -
Exchange of preferred shares
series A for series B - - — (12,604,918 12,604,918 - - — [12,604,918) 12,604,918 - -
Exchange of common shares for
preferred shares series B (67,737,000) - - — 67,737,000 - — (67,737,000) — 47,737,000 - -
Exchange of common shares for
preferred shares seriesC ~ (2,889,467) - - - — 2,889,467 - [2,889,467) - — 2,889,487 -
PNC LTIP capital contribution - - (51,399) - — — - (51,399) — — - -
December 31, 2009 62,776,777  (868,940)  (11,601) — 112,817,151 2,889,467 11,203,442 61,896,236 — 112,817,151 2,889,467 11,203,442
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2 0 s RESTRUCTURING CHARGES

During the fourth quarter of 2008, the Company reduced
its workforce globally by approximately 9%. This action
was the result of a cost cutting initiative designed to
streamline operations, enhance competitiveness and
better position the Company in the asset management
marketplace. The Company recorded a pre-tax restruc-
turing charge of approximately $38 million ($26 million
after-tax]) for the year ended December 31, 2008. This
charge was comprised of $34 million of severance and
associated outplacement costs, $3 million of expenses
related to the accelerated amortization of previously
granted equity-based compensation awards, and

$1 million of expenses related to legal services for

the year ended December 31, 2008.

During the three months ended March 31, 2009, the
Company continued to reduce its workforce globally. This
action was the result of business reengineering efforts
designed to streamline operations, enhance competi-
tiveness and better position the Company in the asset
management marketplace. The Company recorded a
pre-tax restructuring charge of $22 million ($14 million
after-tax) for the three months ended March 31, 2009.
This charge was comprised of $15 million of severance

21 = INCOME TAXES

and associated outplacement costs, $4 million of property
costs associated with the lease payments for the remain-
ing term in excess of the estimated sublease proceeds
and $3 million of expenses related to the accelerated
amortization of previously granted stock-based compen-
sation awards.

The following table presents a rollforward of the Com-
pany’s restructuring liability, which is included within
other liabilities on the Company’s consolidated state-
ments of financial condition at December 31, 2009.

(Dollar amounts in millions)

Liability as of December 31, 2007 $—
Additions 38
Cash payments (14)
Non-cash charges (3)

Liability as of December 31, 2008 21
Additions 22
Cash payments (34)
Non-cash charges (3)

Liability as of December 31, 2009 $6

The components of income tax expense for the years ended December 31, 2009, 2008 and 2007, are as follows:

Year ended December 31,

(Dollar amounts in millions) 2009 2008 2007
Current income tax expense:

Federal $342 $396 $327

State and local 36 49 48

Foreign 86 175 194
Total net current income tax expense 464 620 569
Deferred income tax expense (benefit):

Federal (7) (160) (39)

State and local (60) (21) (9)

Foreign (22) (52) (58)
Total net deferred income tax expense (benefit) (89) (233) (106)
Total income tax expense $375 $387 $463

Income tax expense has been based on the following components of income before taxes, less net income (loss)

attributable to non-controlling interests:

Year ended December 31,

(Dollar amounts in millions) 2009 2008 2007
Domestic $899 $654 $733
Foreign 351 517 723
Total $1,250 $1,171 $1,456
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A reconciliation of income tax expense with expected federal income tax expense computed at the applicable federal

income tax rate of 35% is as follows:

Year ended December 31,

(Dollar amounts in millions) 2009 % 2008 % 2007 %
Statutory income tax expense $438 35% $410 35% $510 35%
Increase (decrease) in income taxes

resulting from:
State and local taxes (net of federal benefit) 21 2 25 2 39 3
Impact of foreign, state, and local tax rate

changes on deferred taxes (45) (4) — — (50 (4)
Effect of foreign tax rates (81) (6) (37) (3] (36) (2)
Other 42 3 (11) (1) — -
Income tax expense $375 30% $387 33% $463 32%

Deferred income taxes are provided for the effects of
temporary differences between the tax basis of an asset
or liability and its reported amount in the Company’s
consolidated financial statements. These temporary

differences result in taxable or deductible amounts in
future years.

The components of deferred tax assets and liabilities are
shown below:

December 31,

(Dollar amounts in millions) 2009 2008
Deferred tax assets:
Compensation and benefits $395 $216
Unrealized investment losses 163 157
Loss carryforwards 55 12
Other 118 67
Gross deferred tax assets 731 452
Less: deferred tax valuation allowances (64) (14)
Deferred tax assets net of valuation allowances 667 438
Deferred tax liabilities:
Goodwill and acquired indefinite-lived intangibles 5,786 1,866
Acquired finite-lived intangibles 328 333
Other 56 54
Gross deferred tax liabilities 6,170 2,253
Net deferred tax (liabilities) $(5,503) $(1,815)

Deferred tax assets and liabilities are recorded net when
related to the same tax jurisdiction. At December 31,
2009, the Company recorded on the consolidated state-
ment of financial condition deferred income tax assets,
within other assets, and deferred tax liabilities of $23 mil-
lion and $5,526 million, respectively. At December 31,
2008, the Company recorded on the statement of financial
condition deferred income tax assets, within other assets,
and deferred tax liabilities of $11 million and $1,826 mil-
lion, respectively.

During third quarter 2009, legislation was enacted pri-
marily with respect to New York City corporate income
taxes, effective January 1, 2009 which resulted in a
revaluation of deferred income tax assets and liabilities.
As a result, the Company recorded a one-time deferred
income tax benefit of $45 million in 2009.

The Company had a deferred tax asset related to unreal-
ized investment losses of approximately $163 million and
$157 million as of December 31, 2009 and 2008, respec-
tively, reflecting the Company’s conclusion that based on
the weight of available evidence, it is more likely than not
that the deferred tax asset will be realized. During 2008,
the Company incurred investment losses of $573 million
primarily related to unrealized losses on investments.
Substantially all of the investment losses relate to

investments held by subsidiaries in the United States.
After the allocation of net loss attributable to non-
controlling interests of $155 million, the net loss on
investments was $418 million. A portion of net loss is
expected to be ordinary if recognized and, as a result, will
not be subject to any limitations. Realized capital losses
may be carried back three years and carried forward five
years and offset against realized capital gains for federal
income tax purposes. The Company expects to be able
to carry back a portion of its unrealized capital losses
when realized, hold certain fixed income securities over
a period sufficient for them to recover their unrealized
losses, and to generate future capital gains sufficient

to offset the unrealized capital losses.

As of December 31, 2009, the Company had a foreign net
operating loss carryforward of $14 million which expires
on or before 2016. In addition, at December 31, 2009,

the Company had U.S. capital loss carryforwards of

$125 million, which were acquired in the BGI Transaction
and which will expire on or before 2013.

At December 31, 2009 and 2008, the Company had

$64 million and $14 million of valuation allowances,
respectively, recorded on the consolidated statements
of financial condition. The year over year increase in
the valuation allowance primarily related to U.S. capital
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loss carryforwards, acquired in the BGI Transaction,
which may be subject to utilization restrictions and cer-
tain foreign deferred tax assets.

Goodwill recorded in connection with the Quellos Trans-
action has been reduced during the period by the amount
of tax benefit realized from tax-deductible goodwill. See
Note 11, Goodwill, for further discussion.

Current income taxes are recorded net in the consoli-
dated statements of financial condition when related
to the same tax jurisdiction. As of December 31, 2009,
the Company had current income taxes receivable and
payable of $271 million and $96 million, respectively,
recorded in other assets and accounts payable and
accrued liabilities, respectively. As of December 31, 2008,
the Company had current income taxes receivable and
payable of $44 million and $120 million, respectively,
recorded in other assets and accounts payable and
accrued liabilities, respectively.

The Company does not provide the deferred taxes on

the excess of the financial reporting over tax basis on its
investments in foreign subsidiaries that are essentially
permanent in duration. The excess totaled $778 million
and $561 million as of December 31, 2009 and 2008,
respectively. The determination of the additional deferred

taxes on the excess have not been provided because it is
not practicable due to the complexities associated with its
hypothetical calculation.

As a result of the adoption of ASC 740-10 related to
uncertainty in income taxes, the Company recognized
approximately $15 million in increased income tax
reserves related to uncertain tax positions. Approximately
$14 million of this increase related to taxes that would
affect the effective tax rate if recognized, and this portion
was accounted for as a reduction to the January 1, 2007
balance in retained earnings. The remaining $1 mil-

lion balance, if disallowed, would not affect the annual
effective tax rate and is recorded in deferred tax assets,
which is reflected in other assets on the Company’s
consolidated statements of financial condition. Total
gross unrecognized tax benefits at January 1, 2007 were
approximately $52 million. The total amount of unrecog-
nized tax benefits that, if recognized, would have affected
the effective tax rate at January 1, 2007, was approxi-
mately $26 million.

The following tabular reconciliation presents the total
amounts of gross unrecognized tax benefits, which are
recorded in other liabilities on the consolidated state-
ments of financial condition:

[Dollar amounts in millions) 2009 2008 2007
Balance at January 1 $114 $66 $52
Additions for tax positions of prior years 11 12 1
Reductions for tax positions of prior years (1) (2) (11)
Additions based on tax positions related to current year 63 42 24
Lapse of statute of limitations — — _
Settlements (16) (7) —
Foreign exchange translation (3) 3 —
Positions assumed in BGI Transaction 117 — —
Balance at December 31 $285 $114 $66

Included in the balance of unrecognized tax benefits at
December 31, 2009, 2008 and 2007, respectively, are
$184 million, $60 million and $41 million of tax benefits
that, if recognized, would affect the effective tax rate.

The Company recognizes interest and penalties related
to income tax matters as a component of income tax
expense. Related to the unrecognized tax benefits noted
above, the Company accrued interest and penalties of
$8 million during 2009 and in total, as of December 31,
2009, has recognized a liability for interest and penal-
ties of $48 million, of which $28 million was assumed in
the BGI Transaction. During 2008, the Company accrued
interest and penalties of $5 million and in total, as of
December 31, 2008, had recognized a liability for interest
and penalties of $11 million. During 2007, the Company
accrued interest and penalties of $2 million and in total,
as of December 31, 2007, had recognized a liability for
interest and penalties of $6 million.

Pursuant to the Amended and Restated Stock Purchase
Agreement, the Company will be indemnified by Barclays
for $72 million of unrecognized tax benefits, which is
reflected as an offsetting asset in due from related par-
ties on the Company’s statements of financial condition.

BlackRock is subject to U.S. federal income tax as well as
income tax in multiple jurisdictions. The tax years after

2004 remain open to U.S. federal, state and local income
tax examination, and the tax years after 2005 remain open
to income tax examination in the United Kingdom. With
few exceptions, as of December 31, 2009, the Company

is no longer subject to U.S. federal, state, local or foreign
examinations by tax authorities for years before 2005. The
Internal Revenue Service is currently examining the Com-
pany’s 2006 and 2007 tax years. The Company is currently
under audit in several state and foreign jurisdictions.

As of December 31, 2009, it is reasonably possible the
total amounts of unrecognized tax benefits will decrease
within the next twelve months. Until formal resolutions
are reached between the Company and tax authorities,
the determination of a possible audit settlement range
with respect to the impact on unrecognized tax benefits is
not practicable. The Company does not anticipate that any
possible adjustments resulting from these audits would
result in a material change to its consolidated financial
statements.

Prior to September 29, 2006, BlackRock had filed
selected state and municipal income tax returns with one
or more PNC subsidiaries on a combined or unitary basis.
When BlackRock was included in a group’s combined

or unitary state or municipal income tax filing with PNC
subsidiaries, BlackRock's share of the liability generally
was an allocation to BlackRock of a percentage of the



BLACKROCK =

15 =

NOTES

total tax liability based upon BlackRock’s level of activity
in such state or municipality. PNC and BlackRock have
entered into a tax disaffiliation agreement that sets forth
each party’s rights and obligations with respect to income
tax payments and refunds and addresses related matters
such as the filing of tax returns and the conduct of audits
or other proceedings involving claims made by taxing

2 2 = EARNINGS PER SHARE

authorities. As such, the Company may be responsible
for its pro rata share of tax positions taken by PNC

for unaudited tax years which may be subsequently
challenged by taxing authorities. Management does

not anticipate that any such amounts would be material
to the Company’s operations, financial position or

cash flows.

The following table sets forth the computation of basic earnings per common share:

Year ended December 31,

(Dollar amounts in millions) 2009 2008 2007
Net income attributable to BlackRock, Inc. allocated to:

Common shares $853 $759 $968

Participating RSUs 22 25 25
Total net income attributable to BlackRock, Inc. $875 $784 $993
Weighted-average common shares outstanding 136,669,164 129,543,443 128,488,561
Basic earnings per share attributable to BlackRock, Inc.

common stockholders: $6.24 $5.86 $7.53

The following table sets forth the computation of diluted earnings per common share:

Year ended December 31,

(Dollar amounts in millions) 2009 2008 2007
Net income attributable to BlackRock, Inc. allocated to:

Common shares $853 $759 $968

Participating RSUs 22 25 25
Total net income attributable to BlackRock, Inc. $875 $784 $993
Weighted-average common shares outstanding 136,669,164 129,543,443 128,488,561
Dilutive effect of stock options and non-participating

restricted stock units 1,519,570 1,172,081 1,736,978
Dilutive effect of convertible debt 1,292,715 254,284 1,033,789
Dilutive effect of acquisition-related contingent

stock payments — 406,709 118,733
Total weighted-average shares outstanding 139,481,449 131,376,517 131,378,061
Diluted earnings per share attributable to BlackRock, Inc.

common stockholders: $6.11 $5.78 $7.37

Due to the similarities in terms between BlackRock
series A, B, C and D non-voting participating preferred
stock and the Company’s common stock, the Company
considers the series A, B, C and D non-voting participat-
ing preferred stock to be a common stock equivalent for
purposes of earnings per share calculations. As such, the
Company has included the outstanding series A, B, C and
D non-voting participating preferred stock in the calcula-
tion of average basic and diluted shares outstanding for
the years ended December 31, 2009, 2008 and 2007.

For the years ended December 31, 2009, 2008, and 2007,
1,240,998, 1,336,911, and 1,545,735 stock options, respec-
tively, were excluded from the calculation of diluted
earnings per share because to include them would have
an anti-dilutive effect.

Shares issued in Quellos Transaction

On October 1, 2007, the Company acquired the fund of
funds business of Quellos. See Note 3, Mergers and
Acquisitions, for further discussion. The Company issued
1,191,785 shares of BlackRock common stock that were
placed into an escrow account. The common shares
issued had no dilutive effect for 2007. In April 2008,
280,519 common shares were released to Quellos in
accordance with the Quellos asset purchase agreement,
which resulted in an adjustment to the recognized pur-
chase price and had a dilutive effect in 2008. In November
2009, 42,326 additional common shares were released
and had a dilutive effect in 2009. The remaining 868,940
common shares may have a dilutive effect in future
periods based on the timing of the release of shares from
the escrow account in accordance with the Quellos asset
purchase agreement.
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2 3 = SEGMENT INFORMATION

The Company’s management directs BlackRock's opera-
tions as one business, the asset management business.
As such, the Company believes it operates in one busi-
ness segment in accordance with ASC 280-10.

The following table illustrates investment advisory,
administration fees, securities lending revenue and
performance fees, BlackRock Solutions and advisory,
distribution fees and other revenue for the years ended
December 31, 2009, 2008 and 2007.

Year ended December 31,

(Dollar amounts in millions) 2009 2008 2007
Equity $1,468 $1,701 $1,925
Fixed income 921 879 903
Multi-asset 499 527 428
Alternative investment products 515 619 608
Cash management 625 708 523
Total investment advisory, administration fees, securities lending

revenue and performance fees 4,028 4,434 4,387
BlackRock Solutions and advisory 477 393 190
Distribution fees 100 139 123
Other revenue 95 98 145
Total revenue $4,700 $5,064 $4,845

The following table illustrates the Company’s total rev-

enue and long-lived assets, including goodwill and prop-
erty and equipment for the years ended December 2009,
2008 and 2007 by geographic region. These amounts are

aggregated on a legal entity basis and do not necessarily
reflect where the customer is sourced or where the asset
is physically located.

Year ended December 31,

(Dollar amounts in millions) 2009 2008 2007
Revenues

Americas $3,309 $3,438 $3,070
Europe 1,179 1,360 1,490
Asia-Pacific 212 266 285
Total revenues $4,700 $5,064 $4,845
Long-Lived Assets

Americas $12,895 $5,714 $5,695
Europe 46 27 35
Asia-Pacific 74 52 56
Total long-lived assets $13,015 $5,793 $5,786

Americas primarily is comprised of the United States,
Canada, Brazil and Mexico, while Europe primarily is

comprised of the United Kingdom and Asia-Pacific pri-
marily is comprised of Japan, Australia and Hong Kong.
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24 = SELECTED QUARTERLY FINANCIAL DATA (unaudited)

Quarter

[Dollar amounts in millions, except per share data) 1st 2nd 3rd 4th
2009
Revenue $987 $1,029 $1,140 $1,544
Operating income $271 $261 $357 $389
Net income $62 $244 $334 $257
Net income attributable to BlackRock, Inc. $84 $218 $317 $256
Earnings per share attributable to BlackRock, Inc.

common stockholders:

Basic $0.63 $1.62 $2.31 $1.65

Diluted $0.62 $1.59 $2.27 $1.62
Weighted-average common shares outstanding:

Basic 130,216,218 130,928,926 133,266,379 152,062,468

Diluted 131,797,189 133,364,611 135,902,241 155,040,242
Dividend Declared Per Share $0.78 $0.78 $0.78 $0.78
Common stock price per share:

High $143.32 $183.80 $220.17 $241.66

Low $88.91 $119.12 $159.45 $206.00

Close $130.04 $175.42 $216.82 $232.20
2008
Revenue $1,300 $1,387 $1,313 $1,064
Operating income $396 $405 $454 $338
Net income $246 $254 $196 $(67)
Net income attributable to BlackRock, Inc. $241 $274 $217 $52
Earnings per share attributable to BlackRock, Inc.

common stockholders:

Basic $1.81 $2.04 $1.62 $0.39

Diluted $1.77 $2.00 $1.59 $0.39
Weighted-average common shares outstanding:

Basic 128,904,253 129,569,325 129,793,939 129,888,110

Diluted 131,620,744 132,032,538 132,270,351 131,605,739
Dividend Declared Per Share $0.78 $0.78 $0.78 $0.78
Common stock price per share:

High $231.99 $227.51 $249.37 $195.00

Low $165.72 $171.86 $156.20 $94.78

Close $204.18 $177.00 $194.50 $134.15
e The first quarter of 2009 and fourth quarter of 2008 e The second, third and fourth quarters of 2009 include

include the impact of a $22 million and a $38 million $15 million, $16 million and $152 million of pre-tax BGI

pre-tax expense related to restructuring charges, transaction and integration costs, respectively.

respectively. e The third quarter of 2009 includes a $45 million tax

e The fourth quarter of 2009 includes incremental reve- benefit related to local income tax law changes.
nue and expenses related to the operations of BGI.

2 5 = SUBSEQUENT EVENTS

London Lease The term of the lease will begin on February 17, 2010 (the
In January 2010, the Company entered into an agreement “Effective Date”) and will continue for twenty five years,
with Mourant & Co Trustees Limited and Mourant Prop- with the option to renew for an additional five year term.
erty Trustees Limited as Trustees of the Drapers Gardens The lease provides for total annual base rental payments
Unit Trust, for the lease of approximately 292,418 square of £13,541,595 [excluswe.of value added tax and other
feet of office and ancillary (including retail) space located lease charges, or approximately $21,666,552 based on

at Drapers Gardens, 12 Throgmorton Avenue, London, an exchange rate of $1.60 per £1), payable quarterly

EC2, United Kingdom. in advance. The annual rent is subject to increase on
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each fifth anniversary of the Effective Date to the then
open market rent, with the rent payable from the first
review date being subject to a minimum increase to
£15,321,072 per annum (exclusive of value added tax, or
approximately $24,513,715, based on an exchange rate of
$1.60 per £1) and a maximum increase to £16,875,291 per
annum (exclusive of value added tax, or approximately
$27,000,466 based on an exchange rate of $1.60 per

£1). The lease will include an initial rent free period for
thirty six (36) months and twenty two (22) days following
the Effective Date.

Helix Financial Group LLC

In January 2010, the Company completed the acquisition
of substantially all of the net assets of Helix Financial
Group LLC, which provides advisory, valuation and
analytics solutions to commercial real estate lenders

and investors. The total consideration paid for the
acquisition is not material to the Company’s consolidated
financial statements.

Capital Exchanges

In January 2010, 600,000 common shares were exchanged
for Series B Preferred Stock and all 11,203,442 Series D
Preferred Stock outstanding at December 31, 2009 were
exchanged for Series B Preferred Stock.

Additional Subsequent Event Review

In addition to the subsequent events included in the notes
to the financial statements, the Company conducted a
review for additional subsequent events and determined
that no additional subsequent events had occurred that
would require accrual or additional disclosures.

MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES (unaudited)

BlackRock’s common stock is listed on the NYSE and is
traded under the symbol "BLK". At the close of business
on January 31, 2010, there were 441 common stock-
holders of record. Common stockholders include institu-
tional or omnibus accounts that hold common stock for
multiple underlying investors.

The following table sets forth for the periods indicated
the high and low reported sale prices, period-end closing
prices for the common stock and dividends declared per
share for the common stock as reported on the NYSE:

c Kori Cash
ommon stock price ranges Closing dividend
High Low price declared
2009
First Quarter $143.32 $88.91 $130.04 $0.78
Second Quarter $183.80 $119.12 $175.42 $0.78
Third Quarter $220.17 $159.45 $216.82 $0.78
Fourth Quarter $241.66 $206.00 $232.20 $0.78
2008
First Quarter $231.99 $165.72 $204.18 $0.78
Second Quarter $227.51 $171.86 $177.00 $0.78
Third Quarter $249.37 $156.20 $194.50 $0.78
Fourth Quarter $195.00 $94.78 $134.15 $0.78

BlackRock's closing common stock price as of March 5,
2010 was $219.83.

Dividends

On February 25, 2010, the Board of Directors approved
an increase of BlackRock’s quarterly dividend to $1.00 to
be paid on March 23, 2010 to stockholders of record on
March 8, 2010.

Barclays, Merrill Lynch, PNC and their respective affili-
ates along with other institutional investors receive
dividends on the non-voting participating preferred stock
that they hold equivalent to the dividends received by
common stockholders
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COMMON STOCK PERFORMANCE GRAPH

The following graph compares the cumulative total stockholder return on BlackRock’'s common stock from
December 31, 2004 through December 31, 2009, with the cumulative total return of the Russell 2000 Index
(“Russell 2000”) and the SNL Asset Manager Index.* The graph assumes the investment of $100 in BlackRock's
common stock and in each of the two indices on December 31, 2004 and the reinvestment of all dividends,

if any. The following information has been obtained from sources believed to be reliable, but neither its
accuracy nor its completeness is guaranteed. The performance graph is not necessarily indicative of future
investment performance.

TOTAL RETURN PERFORMANCE
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Period Ending
Index 12/31/04 12/31/05 12/31/06 12/31/07 12/31/08 12/31/09
BlackRock, Inc. 100.00 142.39 201.83 292.85 184.56 326.08
SNL Asset Manager 100.00 127.18 147.49 167.89 79.79 129.44
Russell 2000 100.00 104.55 123.76 121.82 80.66 102.58

* The SNL Asset Manager Index currently comprises the following companies: Affiliated Managers Group Inc.; AllianceBernstein Holding L.P; Alternative Asset
Management; BKF Capital Group Inc.; BlackRock, Inc.; Blackstone Group L.P.; Brookfield Asset Management; Calamos Asset Management Inc.; Cohen &
Steers Inc.; Diamond Hill Investment Group; Eaton Vance Corp.; Epoch Holding Corp.; Federated Investors Inc.; Fortress Investment Group LLC; Franklin
Resources Inc.; GAMCO Investors, Inc.; GLG Partners Inc.; Hennessy Advisors Inc.; Integrity Mutual Funds Inc.; INVESCO Ltd.; Janus Capital Group Inc.;

Legg Mason Inc.; Och-Ziff Capital Management; Pzena Investment Management; SE| Investments Co.; T. Rowe Price Group Inc.; Triplecrown Acquisition Corp.;
U.S. Global Investors Inc.; Value Line Inc.; W.P. Stewart & Co. Ltd.; Waddell & Reed Financial Inc.; Westwood Holdings Group Inc.
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CORPORATE INFORMATION

Corporate Headquarters
BlackRock, Inc.

55 East 52nd Street

New York, NY 10055
(212) 810-5300

Stock Listing

BlackRock, Inc.’'s common stock is traded on the New
York Stock Exchange under the symbol BLK. At the
close of business on January 31, 2010, there were 426
common stockholders of record, including institutional
omnibus accounts.

Internet Information
Information on BlackRock's financial results and its
products and services is available on the Internet at
www.blackrock.com.

Financial Information

BlackRock makes available, free of charge, through

its website at www.blackrock.com, under the heading
“Investor Relations,” its Annual Report to Stockhold-
ers, Annual Report on Form 10-K, Quarterly Reports
on Form 10-Q, Current Reports on Form 8-K, its Proxy
Statement and Form of Proxy and all amendments to
those reports as soon as reasonably practicable after
such material is electronically filed with or furnished to
the Securities and Exchange Commission. The Com-
pany has included as Exhibit 31 to its Annual Report on
Form 10-K for fiscal year 2009 with the Securities and
Exchange Commission, certificates of the Chief Execu-
tive Officer and Chief Financial Officer of the Company
certifying the quality of the Company’s public disclosure,
and the Company has submitted to the New York Stock
Exchange a certificate of the Chief Executive Officer

of the Company certifying that he is not aware of any
violation by the Company of New York Stock Exchange
corporate governance listing standards.

Common Stock Prices

Inquiries

BlackRock will provide, free of charge to each stock-
holder upon written request, a copy of BlackRock's
Annual Report to Stockholders, Annual Report on Form
10-K, Quarterly Reports on Form 10-Q, Current Reports
on Form 8-K, Proxy Statement and Form of Proxy and
all amendments to those reports. Requests for copies
should be addressed to Investor Relations, BlackRock,
Inc., 55 East 52nd Street, New York, NY 10055. Requests
may also be directed to (212) 810-5300 or via e-mail to
invrel@blackrock.com. Copies may also be accessed
electronically by means of the SEC’s home page on the
Internet at www.sec.gov. Stockholders and analysts
should contact Investor Relations at (212) 810-5300

or via e-mail at invrel@blackrock.com. News media
representatives and others seeking general information
should contact Corporate Communications at

(212) 810-5300 or via e-mail at invrel@blackrock.com.

Dividend Policy

The declaration of and payment of dividends by
BlackRock are subject to the discretion of our Board of
Directors. On February 25, 2010, the Board of Directors
approved a quarterly dividend of $1.00, which was

paid on March 23, 2010, to stockholders of record on
March 8, 2010.

Registrar and Transfer Agent
BNY Mellon Shareholder Services
480 Washington Boulevard
Jersey City, NJ 07310-1900

(800) 851-9677

The table below sets forth by quarter the range of high and low sale and quarter-end closing prices for BlackRock’s

common stock.

Stock Price Ranges

Closing Dividends
2009 High Low Price Declared
First Quarter $143.32 $ 88.91 $130.04 $0.78
Second Quarter $183.80 $119.12 $175.42 $0.78
Third Quarter $220.17 $159.45 $216.82 $0.78
Fourth Quarter $241.66 $206.00 $232.20 $0.78
2008
First Quarter $231.99 $165.72 $204.18 $0.78
Second Quarter $227.51 $171.86 $177.00 $0.78
Third Quarter $249.37 $156.20 $194.50 $0.78
Fourth Quarter $195.00 $ 94.78 $134.15 $0.78
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IMPORTANT NOTES

Past performance is not indicative of future results. The performance information reflects all benchmark-based

client accounts and products managed by BlackRock, other than ETFs and structured products. Source of performance
information is BlackRock, Inc. and peer medians are based in part on data from Morningstar, Inc. for non-U.S. funds.
Fund performance reflects the reinvestment of dividends and distributions, but does not reflect fees or sales charges.
If fees or sales charges were reflected, the performance information shown could have differed significantly.

The S&P 500° Index is a widely recognized, unmanaged index of common stock prices of industrial, utility, transportation
and financial companies in U.S. markets.

The MSCI World Index is a free float-adjusted market capitalization weighted index that is designed to measure the
equity market performance of developed markets.

Opinions expressed through page 23 are those of BlackRock, Inc. as of April 2010 and are subject to change.

Designed and Produced by Taylor & Ives, Inc., NYC
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