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DEFINITIONS

1. This section of the Annual Report sets out the meaning of certain defined terms used in this
Annual Report and makes provisions regarding the interpretation of certain references in the
Annual Report. For the purpose of this Annual Report, references to the EU and the EEA
should include references to the United Kingdom.

2. In this Annual Report, the following capitalised terms shall have the following meanings,
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“AIF” means an alternative investment fund (or AIF) for the purposes of and as defined
in the AIFMD.

“AIFM” means an alternative investment fund manager (or AIFM) for the purposes of
and as defined in the AIFMD.

“AIFMD” means Directive 2011/61/EU of the European Parliament and of the Council
of 8 June 2011 on Alternative Investment Fund Managers and such directive as it forms
part of the domestic law of the United kingdom.

“Annual Report” means this AIFMD Annual Report.

“Blackstone” has the meaning set forth in Annex 4 hereto.

“Blackstone Senior Management” has the meaning set forth in Annex 4 hereto.

“EEA” means the European Economic Area.

“ESMA Guidelines” has the meaning set forth in Annex 4 hereto.

“EU” means the European Union.
“Fund” means Blackstone Loan Financing Limited.
“ICs” has the meaning set forth in Annex 4 hereto.

“Investment Advisor” means Blackstone Loan Financing Limited.

“Investment Advisor Senior Management” has the meaning set forth in Annex 4 hereto.

“Offering Memorandum” means the prospectus of the Fund in respect of its Shares, as
amended, restated or supplemented from time to time.

“Policies” has the meaning set forth in Annex 4 hereto.

“Professional Investor” has the meaning ascribed to it in article 4(1)(AG) of the
AIFMD.

“Regulation” means Commission Delegated Regulation (EU) No 231/2013 of 19
December 2012.

“Reporting Period” means 1 January 2020 through 31 December 2020.

“SMDs” has the meaning set forth in Annex 4 hereto.

IMPORTANT NOTICES TO RECIPIENTS

3. This Annual Report is confidential.

4. This Annual Report is being provided to investors of the Fund and regulatory bodies, as
necessary, solely for the purpose of providing disclosures in connection with the requirements
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of the AIFMD. By accepting this Annual Report, you expressly acknowledge that the
accounting and certain other information contained in this Annual Report is as of 31 December
2020 unless otherwise indicated and that more recent information, including performance data,
is available and has been provided by the AIFM to the investors of the Fund and that other
material changes with respect to the Fund and its investments may not be reflected in this
Annual Report. The delivery of this Annual Report does not under any circumstances create an
assumption that the information presented herein is correct as of any time subsequent to 31
December 2020. This Annual Report is not, and may not be relied upon in any manner as,
legal, tax, financial or investment advice or as an offer to sell or a solicitation of an offer to
buy any security, product or service or to provide investment advice. This Annual Report does
not purport to contain all of the information that may be required to evaluate an investment in
the Fund and each recipient is urged to consult its tax, legal, financial, accounting and other
advisors about the matters discussed herein. Any investment performance information
contained in this Annual Report is presented for informational purposes only and is not
indicative of future results. Due to various risks and uncertainties, actual events or results and
the actual performance of the Fund may differ materially from those reflected or contemplated
herein. It should not be assumed that the specific investments identified and discussed herein
were or will be profitable or that any investments made in the future will equal the
performance of the investments identified herein. No guarantee of investment performance is
being provided and no inference to the contrary should be made. There can be no assurance
that the Fund will be able to obtain comparable returns, be able to implement its investment
strategy, achieve its investment objective or avoid substantial losses.

DISCLOSURE OBLIGATION

The Investment Advisor is the alternative investment fund manager of the Fund for the
purposes of the AIFMD and is a non-EU AIFM. Article 42 of the AIFMD allows member
states to permit a non-EU AIFM to market the Fund to Professional Investors in that member
state subject to compliance with, amongst others, the requirement to make available an annual
report containing the information in Article 22 and, if applicable, the disclosures required
under Article 29. As a consequence of its marketing activities within certain jurisdictions of
the EEA, the Investment Advisor is required to make this Annual Report available to (i)
investors in the Fund who are domiciled in such jurisdictions upon request, and (ii) the
competent authorities of certain member states where the Fund has been marketed, no later
than six (6) months following the end of the Fund’s financial year.

SUBSTANCE OF DISCLOSURES REQUIREMENTS

As a non-EU AIFM, the Investment Advisor is only required to comply with limited
provisions of the AIFMD. Save where a member state has imposed requirements additional to
those of Article 42 of the AIFMD, the Investment Advisor is not subject to some of the
AIFMD’s detailed requirements relating to, e.g., operating and organisational requirements
relating to capital, indemnity insurance, remuneration, conflicts, risk management, liquidity
management, investment in securitisation positions, human and technical resources, valuation,
and delegation. Certain disclosures required under Article 22 and certain periodic disclosures
required under Article 23 specifically relate to the subject matter of these other requirements,
in particular, remuneration, risk management, and liquidity management. In the interests of
providing “materially relevant, reliable, comparable and clear information”, the Investment
Advisor has in certain instances addressed the substance of the relevant disclosure
requirement based on its own procedures and policies, where applicable.

INTERPRETATION




References to statutory provisions, regulations, notices or the AIFMD includes those
provisions, regulations, notices or the AIFMD as amended, extended, consolidated,
substituted, re-issued or re-enacted from time to time.

Unless the context otherwise requires and except as varied or otherwise specified in this
Annual Report, words and expressions contained in this Annual Report shall bear the same
meaning as in the Offering Memorandum; provided that, if there is any conflict between
words defined in this Annual Report and the Offering Memorandum, this Annual Report shall
prevail.
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The following information has been included in this Annual Report in order to comply with the
obligations set out in the AIFMD and the Regulation.

AIFMD
Reference

Article
22.2 (a)
Article
22.2 (b)
Article

22.2 (c)

Article
22.2(d)

Article
22.2(e)

Article
22.2(f)

Article 29

Information Requirement

Balance sheet or statement of assets
and liabilities

Income and expenditure account

Report on activities for the financial
year

Any material changes in the
information listed in Article 23 during
the financial year

The total amount of remuneration for
the financial year split into fixed and
variable remuneration, paid by the
AIFM to its staff and number of
beneficiaries and, where relevant,
carried interest paid by the AIF

The aggregate amount of
remuneration broken down by senior
management and members of staff of
the AIFM and Investment Advisor
whose actions have a material impact
on the risk profile of the AIF

Specific provisions regarding the
annual report of non-listed companies
established in the EEA of which the
Fund has acquired control

Required Disclosure

Please see Annex 1 for disclosure of the
balance sheet / statement of assets and
liabilities of the Fund.

Please see Annex 1 for disclosure of the
Fund’s income and expenditure account.

Please see Annex 2 setting out the report
on the activities for the Fund for the
period through 31 December 2020.

Please see Annex 3 for disclosure on the
material changes in the information listed
in Article 23 during the financial year.

Please see Annex 4 for the remuneration
disclosures.

Please see Annex 4 for the remuneration
disclosures.

Please see Annex 5 for the Article 29
disclosures.



ANNEX 1

AIF AUDITED FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR ENDING 31
DECEMBER 2020

1. Please see Appendix 1 for the Fund’s audited financial statements and Independent Auditors’
Report for the financial year ended 31 December 2020.

2. Please see page 66 of the Fund’s audited financial statements for a balance sheet / statement of
assets and liabilities of the Fund as at the end of the Reporting Period.

3. Please see page 67 of the Fund’s audited financial statements for the income and expenditure
for the Reporting Period.

Realized/Unrealized Gains/Losses

4. Please see Note 6 on page 77 of the Fund’s audited financial statements for realized gains,
realized losses, unrealized gains and unrealized losses for the Fund for the Reporting Period.



ANNEX 2

REPORT ON THE ACTIVITIES OF THE FINANCIAL YEAR

Activities of the Financial Year

1.

This section of the Annual Report sets out a report on the activities of the Fund for the
Reporting Period. This report is prepared as at the end of the Reporting Period.

Investment Activities

2.

In overview, the Fund engaged in the following key investment activities during the Reporting
Period:

The Fund’s investment objective is to provide shareholders with stable and growing income
returns and to grow the capital value of the investment portfolio by exposure to floating rate
senior secured loans and bonds directly and indirectly through securities in collateralised loan
obligation transactions (“CLOs” and such securities, “CLO Securities”) and investments in
special purpose vehicles incorporated for the purpose of warehousing senior secured loans
and/or bonds (“Loan Warehouses”). The Fund seeks to achieve its investment objective
through exposure (directly or indirectly) to one or more companies or entities established from
time to time to, among other things, directly or indirectly purchase, hold, and/or provide
funding for the purchase of CLO Securities (each, an “Underlying Company”). The Fund is an
investment company providing investors with exposure to a loan investment company,
Blackstone Corporate Funding Designated Activity Company (“BCF”).

The Fund’s investment policy is to invest (directly, or indirectly through one or more
Underlying Companies) in a diverse portfolio of senior secured loans (including broadly
syndicated, middle market or other loans, with such investments being made by the Underlying
Companies directly or through investments in Loan Warehouses), bonds and CLO Securities,
and generate attractive risk-adjusted returns from such portfolios. The Fund intends to pursue
its investment policy by investing through one or more subsidiaries in profit participating
instruments or similar securities issued by one or more Underlying Companies.

Each Underlying Company will use the proceeds from the issue of the profit participating
instruments or similar securities, together with the proceeds from other funding or financing
arrangements it has in place currently or may have in the future, to invest in: (i) senior secured
loans, bonds, CLO Securities and Loan Warehouses; or (ii) other Underlying Companies
which, themselves, invest in senior secured loans, bonds, CLO Securities and Loan
Warehouses. The Underlying Companies may invest in European or U.S. senior secured loans,
bonds, CLO Securities, Loan Warehouses and other assets in accordance with the investment
policy of the Underlying Companies. Investments in Loan Warehouses, which are generally
expected to be subordinated to senior financing provided by third party banks, will typically be
in the form of an obligation to purchase preference shares or a subordinated loan.

There is no limit on the maximum U.S. or European exposure. The Underlying Companies are
not expected to invest substantially directly in senior secured loans or bonds domiciled outside
North America or Western Europe.

In 2020, the Fund focused on the objectives and strategy outlined previously.
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In recognition of a credit cycle that extended well beyond the average cycle, we had been
proactively reducing risk within the loan portfolios in the years leading up to 2020. As such,
the BCF CLOs were well positioned for the unexpected dislocation related to the economic
shutdowns due to COVID-19 and demonstrated greater resilience relative to the broader
universe of CLOs both in the US and in Europe!). BCF CLOs experienced lower CCC
exposures and fewer CLO tranche downgrades versus peers in 2020. All 45 BCF CLO equity
positions continued to receive uninterrupted cash flows, with none of the BCF CLOs
experiencing a breach in either their minimum OC or interest diversion tests during the year.

Performance of Blackstone managed CLOs was broadly recognised by the market in 2020,
Blackstone was able to access the capital markets and reopen the CLO market with the first
new CLO issuance after the market had been shut for several weeks in the first quarter.
Additionally, in 2020, as CLO debt investors re-engaged in the CLO market, they recognised
and compensated for superior portfolio quality and manager performance with lower cost of
CLO liabilities.

Throughout 2020, BCF purchased €6.8 billion of assets (€3.9 billion net of sales).
Additionally, BCF grew its CLO portfolio, through investments in four European CLOs, and
four US CLOs, together representing €2.9 billion of loan assets. BCF also invested in $32.1
million in a US CLO warehouse, a portion of which was termed out into a CLO during the
year. These new CLOs further diversified the portfolio across vintages and while their
reinvestment periods were zero to three years and shorter than the four-to-five-year
reinvestment periods of prior years, the addition of new CLOs to the portfolio helped to offset
the effect of the passage of time within the existing the CLO portfolio. Overall, the pro-forma
year end portfolio reinvestment period was 1.9 years versus 2.6 years in January 2020.

Through its investment in BCF, BGLF took advantage of improved liquidity and equity
valuations in the market and sold down certain positions in which the holding quantities were
in excess of required retention or majority level. These market transactions demonstrated a
depth of demand for the positions sold, with executed prices that exceeded modelled marks, as
well as mark-to-market bid prices. We believe this strong execution was in part due to scarcity
of Blackstone CLO equity, as well as in recognition of expected future performance. We view
the successful sale of the excess CLO positions as a validation of the mark-to-model valuation
used by BCF.

As the impact of COVID-19 on the global economy became apparent in early 2020, our
analyst team engaged with management of our borrowers and sponsors in an effort to re-
underwrite the risk across our loan portfolio and better understand the economic impact of the
pandemic on our borrowers, as well as the risk of potential downgrade and default. These
views were then utilised to help forecast for each CLO, the potential failures of interest
diversion or OC tests in order to determine the potential for CLO equity cash flow disruptions,

(") Demonstrated by the BCF portfolio recorded a loss rate below that of both US and European loans as measured by Credit Suisse
(%) Demonstrated by demand for BXC CLO Equity positions sold during the year and pricing achieved on new issue CLOs.



if any. This analysis has continued to be updated each quarter and provides guidance on
projected net income available to BGLF.

Importantly, because every CLO owned within this strategy is also managed by Blackstone
Credit, we have underwritten in detail every loan to which each CLO is exposed. This, in
conjunction with our team and proprietary tools, allows us to conduct the type of bottom’s up
analysis which differentiates BGLF relative to peer funds. This analysis is a critical component
of our investment process, and as a result, is one of our core competencies. While individual
company analysis is clearly central to what we do, aggregating this into a portfolio view and
then a CLO view is central to our day-to-day CLO management process.

We continue to focus on liability management and while 2020 did not afford many
opportunities to refinance liabilities or extend maturities, as we look ahead, we find the
portfolio well positioned to take advantage of the current technical strength in the CLO
liability market. So far in 2021, there has been a steady volume of CLO refinancings and resets
of all vintages. Within our portfolio, we continue to actively evaluate each CLO that is callable
in this calendar year and anticipate a busy year of CLO activity including new issues and
refinancings and resets where accretive to do so. As it relates to liability management, we are
focused on improving the portfolio net interest margins in the near term and ensure that the
structures provide for sufficient flexibility in portfolio and risk management over the longer
term.

Portfolio

3.

In overview, the Fund’s portfolio as at the end of the Reporting Period comprised the
following investments:

As of 31 December 2020, 41% of BCF’s portfolio was composed of US CLO Income Notes
(the most subordinated tranche of debt issued by a CLO) and CLO warehouses (first loss
positions), compared to 45% in December 2019. European CLO Income Notes increased to
41% from 36% at the end of 2019. Exposure to directly held loans, net of leverage, reduced
from 19% to 13%.

Performance

4. During the Reporting Period the Fund delivered an International Financial Reporting Standards

(“IFRS”) NAV total return per Ordinary share of 8.85% in 2020, ending the year at €0.8557
per share. This return was composed of 9.11% from dividend income and -0.26% from net
portfolio movement.

On a Published NAYV basis, the Fund delivered a total return per Ordinary share of -0.22% in
2020, ending the year at €0.8435 per share. This return was composed of 8.63% from dividend
income and -8.85% from net portfolio movement.

(%) Portfolio percentages are based on BCF NAV as of 31 December 2020.



The Fund’s performance was impacted by actual and expected downgrade stresses arising from
the onset of COVID-19 on the global economy in the first quarter, before largely recovering in
the second half of the year.

The NAV is influenced by both the actual performance of loans and CLOs as well as by
forward views and assumptions for credit performance. Loans performed throughout the year
and the default loss rate for the portfolio was 0.08%, compared to 0.48% for European Loans
and 2.46% for US loans®. Following the initial dislocation in the broader markets in March,
swift response by governments with fiscal stimulus provided an ample injection of liquidity to
financial markets, which in turn had the effect of positively shifting the market sentiment and
outlook for credit with each subsequent quarter. These factors supported a continued
improvement in the NAV and by year end, while the NAV had not fully recovered to pre-
COVID levels, the outlook remains positive both for further recovery.

CLOs continued to generate positive cashflow in BCF during 2020 albeit net income declined
year-over-year due in part to a second quarter LIBOR mismatch experienced in the US CLOs
which was subsequently corrected by the third quarter. The weighted average annualised cash-
on-cash distribution rates for European and US CLO income notes was 15.6% and 17.1%,
respectively, with strong contributions across vintages.

An explanation of the difference between the IFRS NAV and the published NAV is included
on page 5 of the Fund’s Annual Report and Audited Financial Statements for the year ended 31
December 2020.

Past performance is not necessarily indicative of future results, and there can be no assurance
that the Fund will achieve comparable results, will meet its target returns, achieve its
investment objectives, or be able to implement its investment strategy.

Principal Risks and Uncertainties

5. The principal risks and investment or economic uncertainties that may be faced by the Fund
are as follows:

Please refer to “Section VIII — Certain Risk Factors” of the Prospectus, Part 2A of the
Investment Manager’s Form ADV on file with the U.S. Securities and Exchange Commission
and pages 32 to 35 and pages 83 to 103 of the Annual Report and Audited Financial
Statements of the Fund for a statement of risk factors associated with the Fund.

The Investment Advisor’s Form ADV is available at the SEC’s website
www.adviserinfo.sec.gov (click on the link “Investment Adviser Search”, select “Investment
Adviser Firm” and type in “Blackstone Ireland Limited”).

() Source: Credit Suisse, as of 31 December 2020.
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ANNEX 3
MATERIAL CHANGES TO ARTICLE 23 DISCLOSURES

Material Changes

1. Please note that no material changes have been made to the information disclosed to
investors pursuant to Article 23 AIFMD as included in the Offering Memorandum for the
Fund.

11



ANNEX 4 - REMUNERATION DISCLOSURE

Remuneration — Procedures and Practices

1.

The Investment Advisor is not subject to the requirements in the AIFMD that would require it,
among other things, to implement and apply a remuneration policy that is compliant with
Article 13 of the AIFMD (including Annex II) or the ESMA Guidelines on sound
remuneration policies (ESMA/2013/232) (the “ESMA Guidelines”) (but is required in those
jurisdictions where the Fund has been notified under Article 42 of the AIFMD to comply with
Section XIII of the ESMA Guidelines for these purposes). The description below of
remuneration attributable to the Fund during the Reporting Period is therefore not
representative of information compiled by the Investment Advisor for its own internal
management purposes, has not been audited, and has not been prepared on the basis of a set of
compensation policies and procedures that would be required were the Investment Advisor
otherwise subject to Article 13 of the AIFMD.

The Investment Advisor is subject to the remuneration policies and practices (the “Policies”) of
The Blackstone Group Inc. (“Blackstone”). The staff included in the aggregate figures
disclosed below are rewarded in line with the Policies.

Blackstone uses financial measures as a basis for compensation decisions across its businesses.
Relevant senior management of Blackstone (the “Blackstone Senior Management”) make
operating decisions and assess the performance of each of Blackstone’s business segments
based on financial and operating metrics. Such Blackstone Senior Management would include
the global heads of the businesses as well as the CEO and the COO of Blackstone. The
Blackstone Senior Management ensure that compensation decisions are consistently taken
across Blackstone, with consideration for the overall risk profile and appetite of Blackstone.

The Policies reflect Blackstone’s ethos of good governance and encapsulates the following
principal objectives:

- Remuneration is comprised of fixed and variable elements, as described below, with a level

of total reward that is competitive within Blackstone’s peers;

- Variable performance-driven compensation must be closely aligned with the principles of

Blackstone, supportive of Blackstone’s strategy and must not incentivise inappropriate risk
taking.

The Policies apply to staff globally. While Blackstone Senior Management is involved in
determining and implementing the Policies, no individual is involved in setting his or her own
remuneration.

6. The Investment Advisor classifies as Investment Advisor Senior Management:

- The Direct Owners and Executive Officers who appear on Part 1 of Schedule A of the
Investment Advisor’s Form ADV;

- Senior Managing Directors (“SMDs”) and risk related C-suite roles (i.e., Chief Investment
Officer, Chief Financial Officer, General Counsel and Chief Operating Officer of business
unit); and

- Chief Compliance Officer.
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7.

10.

The Investment Advisor classifies as other risk takers:

- Members of investment committees (“ICs”) who are not SMDs (if any);

- Heads of Institutional Client Solutions; and

- Professionals (other than SMDs or IC members) with independent investment approval
authority (i.e. which is not subject to prior approval of an SMD or IC/IC member).

Blackstone assesses various risk factors which it is exposed to when considering and
implementing remuneration for staff and considers whether any potential award would give
rise to a conflict of interest. Mechanisms are in place to ensure that remuneration does not
reward failure, whether on the early termination of a contract or otherwise. Where awards of
carried interest and incentive payments are made, these are inherently risk-adjusted given that
they are directly tied to the performance of investments or portfolios. In some cases, these
payments are subject to a clawback obligation in the event of subsequent underperformance.

Blackstone operates an annual total compensation process dependent on individual and
business performance, taking into account financial and non-financial criteria. This includes
the performance of Blackstone as a whole, performance of each business unit within
Blackstone - which would include regional businesses - as well as the individual’s
performance. The individual’s performance is evaluated through an annual comprehensive
performance management process known as “360”. The “360” performance process provides
an evaluation of an individual’s performance based on feedback from peers, managers and
subordinates and assesses individuals quantitatively and qualitatively on a wide range of
criteria including skills, values, collaboration and leadership. An individual’s performance is
also compared to agreed objectives and contribution to business strategy. The results of the
performance evaluation process are used to produce total compensation recommendations for
each individual which are subject to the review and approval by the Blackstone Senior
Management. An individual’s compensation is designed to align employee incentives with the
interests of Blackstone’s clients, shareholders and business strategy. Total compensation
payable to an individual, including determination of awards, is based on an assessment of a
sustainable and risk adjusted performance of the business and applicable business risks from
time to time. Bonus deferral awards are a deferred component of year-end discretionary bonus
awards, if awarded. These awards are intended to encourage retention, align the recipient to the
performance of Blackstone globally and incentivise long-term financial performance. Special
equity awards are a retention tool/long term incentive plan for select individuals who
demonstrate exceptional performance, and are subject to a vesting schedule weighted to
encourage retention. Carried interest and incentive payment participation is generally reserved
for most investment professionals who may significantly influence the performance of
investments made by the funds managed by Blackstone.

The Investment Advisor has adopted a methodology for the purposes of determining, or
allocating, the remuneration paid that can be reasonably attributed to the services provided by
the Investment Advisor to the AIFM in relation to the Fund.

The disclosure below reflects the proportion of the total remuneration of the staff of the
Investment Advisor attributable to the Fund only. For these purposes, the total remuneration
attributable to the activities of the Investment Advisor has been allocated to each fund under
management in proportion to the assets under management of each applicable fund, hence the
figures included below are an approximation only. While the Investment Advisor believes that
the information and the sources used are reliable for the purposes of this Annual Report, it
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should be specifically noted that the remuneration information presented herein is subject to
the “Important Notices to Recipients” set out above.

Remuneration — amount of remuneration paid

For the Investment Advisor

The remuneration paid by the Investment Advisor to its staff in respect of the Reporting Period (as
attributable to the Fund in accordance with the methodology described above is as follows):

Total remuneration of Investment Advisor RENIBRII R
staff

— Total fixed remuneration USD 241,903
— Total variable remuneration USD 644,320

Number of beneficiaries

Carried interest realized during the 476
Reporting Period included with the total
variable remuneration specified above USD 66,998

Total remuneration paid to the Investment

Advisor Senior Management USD 397.029

Total remuneration paid to staff whose

actions have a material impact on the risk
profile of the Fund USD 397,029
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ANNEX 5
Disclosure obligations under Article 29 of the AIFMD

With respect to the disclosure obligations under Article 29 of the AIFMD, the Fund has not
acquired control of any non-listed company established in the EEA.



APPENDIX 1

Financial Statements
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