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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K

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

OF 1934 FOR THE FISCAL YEAR ENDED DECEMBER 31, 2007

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

Commission File Number: 001-33551

The Blackstone Group L.P.

(Exact name of Registrant as specified in its chaet)

Delaware 20-8875684
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

345 Park Avenue
New York, New York 10154

(Address of principal executive offices)(Zip Code)

(212) 583-5000

(Registrant’s telephone number, including area code
Securities registered pursuant to Section 12(b) dlfie Act:

Title of each class Name of each exchange on which registered
Common units representing limited partner interests New York Stock Exchange

Securities registered pursuant to Section 12(bh@fAct: None

Indicate by check mark if the Registrant is a vikelbwn seasoned issuer, as defined in Rule 405e06#turities Act.  Yed No

Indicate by check mark if the Registrant is notuiegd to file reports pursuant to Section 13 ort®acl5(d) of the Act. Yes[O
No

Indicate by check mark whether the Registrant ék) filed all reports required to be filed by Sewcti® or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 modh$or such shorter period that the Registrarg vemuired to file such reports), and
(2) has been subject to such filing requirementdte past 90 days. YeKI No O

Indicate by check mark if disclosure of delinquiletrs pursuant to Item 405 of Regulation S-K it contained herein and will not be
contained, to the best of the Registrafthowledge, in the definitive proxy or informatistatements incorporated by reference in Partflthis
Form 10-K or any amendment to this Form 10-Kl

Indicate by check mark whether the Registrantlésge accelerated filer, an accelerated filer, aaccelerated filer or a smaller reporting
company. See the definitions of “large acceleréited’, “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act.

Large accelerated fileild Accelerated filer 0



Non-accelerated filer (Do not check if a smaller reporting company) Smaller reporting compan
a

Indicate by check mark whether the Registrantsbell company (as defined in Rule 12b-2 of the Exge Act). Yes[O No

The aggregate market value of the common uniteeRegistrant as of June 30, 2007 was approxim@®hs4.1 million, which include
non-voting common units with a value of approxinha®?,966.1 million.

The number of the Registrant’s voting common urgtwesenting limited partner interests outstandsgf March 6, 2008 was
152,688,172. The number of the Registrant’s noimgatommon units representing limited partner ies¢s outstanding as of March 6, 2008
was 101,334,234,

DOCUMENTS INCORPORATED BY REFERENCE
None
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Forward-Looking Statements

This report may contain forward-looking statemenithin the meaning of Section 27A of the Securitdes of 1933 and Section 21E of
the Securities Exchange Act of 1934 which reflaatcurrent views with respect to, among other thjrayur operations and financial
performance. You can identify these forward-lookatgtements by the use of words such as “outldtielieves,” “expects,” “potential,”
“continues,” “may,” “will,” “should,” “seeks,” “appoximately,” “predicts,” “intends,” “plans,” “estiates,” “anticipatesbr the negative versic
of these words or other comparable words. Suchdohooking statements are subject to various riskswuarmbrtainties. Accordingly, there ¢
or will be important factors that could cause actuacomes or results to differ materially from sledndicated in these statements. We believe
these factors include but are not limited to thdsscribed under section entitled “Risk Factorsthis report, as such factors may be updated
from time to time in our periodic filings with tH&EC, which are accessible on the SEC'’s websitenat.aec.gov. These factors should not be
construed as exhaustive and should be read in mctigm with the other cautionary statements thatimeluded in this report and in our other
periodic filings. We undertake no obligation to pclly update or review any forwarlboking statement, whether as a result of new médion,
future developments or otherwise.

In this report, references to “Blackstone,” “weyis” or “our” refer (1) prior to the consummationafr reorganization into a holding
partnership structure in June 2007 as describedruitém 7. Management’s Discussion and AnalysiEiofincial Condition and Results of
Operations—Significant Transactions—Reorganizatiom’Blackstone Group, which comprised certain oidated and combined entities
historically under the common ownership of (a) ttuw founders, Mr. Stephen A. Schwarzman and MreiP@t Peterson, and our other senior
managing directors, (b) selected other individesigaged in some of our businesses and (c) a sabysafi American International Group, Inc.,
to whom we refer collectively as our “predecesseners” or “pre-IPO owners,” and (2) after our reamgation, to The Blackstone Group L.P.
and its consolidated subsidiaries. Unless the gbotberwise requires, references in this repothéoownership of our founders and other
Blackstone personnel include the ownership of pekplanning vehicles and family members of thesividuals.

“Blackstone funds,” “our funds” and “our investmdahds” refer to the corporate private equity fundsl estate funds, funds of hedge
funds, mezzanine funds, senior debt vehicles, ptgy hedge funds and closed-end mutual fundsatteatnanaged by Blackstone. “Our carry
funds” refer to the corporate private equity funds| estate funds and mezzanine funds that aragedrby Blackstone. “Our hedge funds”
refer to the funds of hedge funds and proprietagde funds that are managed by Blackstone.

“Assets under management” refers to the assetsamage. Our assets under management equal the sum of

1. the fair market value of the investments heldbycarry funds plus the capital that we are ketito call from investors in those
funds pursuant to the terms of their capital comreitts to those funds (plus the fair market valueosinvestments arranged by us
that were made by limited partners of our corpopaiteate equity and real estate funds in portfationpanies of such funds and as
to which we receive fees or a carried interestaliion);

2. the net asset value of our funds of hedge funagrpatary hedge funds and clo-end mutual funds; ar
3. the amount of capital raised for our senior delhicles.

Our calculation of assets under management magrdifim the calculations of other asset managesaa a result this measure may not
be comparable to similar measures presented by asiset managers. Our definition of assets undaagemnent is not based on any definition
of assets under management that is set forth ingheements governing the investment funds thaherage.
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PART |
ITEM 1. BUSINESS
Overview

We are a leading global alternative asset managkepeovider of financial advisory services. We ane of the largest independent
alternative asset managers in the world, with aaseder management of $102.43 billion as of Decer@be2007. Our alternative asset
management businesses include the managementpafrate private equity funds, real estate fundsg$usf hedge funds, mezzanine funds,
senior debt vehicles, proprietary hedge funds #m&kd-end mutual funds. We also provide variouaraial advisory services, including
corporate and mergers and acquisitions advisosyrueturing and reorganization advisory and furateiment services.

We seek to deliver superior returns to investomsunfunds through a disciplined, value-orientegestment approach. Since we were
founded in 1985, we have cultivated strong relatigps with clients in our financial advisory busisewhere we endeavor to provide objective
and insightful solutions and advice that our clecdn trust. We believe our scaled, diversifiedrimsses, coupled with our long track record of
investment performance, proven investment appraadmstrong client relationships, position us totture to perform well in a variety of
market conditions, expand our assets under manageand add complementary businesses.

As of December 31, 2007, we had 65 senior manatjimegtors and employed approximately 395 othersiwent and advisory
professionals at our headquarters in New York amdbéfices in Atlanta, Boston, Chicago, Dallas, lArsgeles, San Francisco, London, Paris,
Tokyo, Mumbai and Hong Kong. We believe that thptdeand breadth of the intellectual capital andegigmce of our professionals are key
reasons why we have generated exceptional retuersnoany years for the investors in our funds. Tidsk record in turn has allowed us to
successfully and repeatedly raise additional assmtsan increasingly wide variety of sophisticabedestors.

Business Segments

Our four business segments are (1) Corporate Briquity, (2) Real Estate, (3) Marketable AltermatAsset Management, which
comprises our management of funds of hedge fundzzamine funds, senior debt vehicles, proprietadgke funds and publicly-traded closed-
end mutual funds, and (4) Financial Advisory, whicimprises our corporate and mergers and acquisiidvisory services, restructuring and
reorganization advisory services and Park Hill @rouhich provides fund placement services for alive investment funds.

Information about our business segments shoul@&e together with “ManagemestDiscussion and Analysis of Financial Conditiod
Results of Operations” and the historical finanstatements and related notes included elsewhehgsifFform 10-K.

Corporate Private Equity Segment

Our Corporate Private Equity segment, established®B7, is a global business with approximatelyr&gstment professionals and
offices in New York, London, Mumbai and Hong Konlje are a world leader in private equity investingying managed five general private
equity funds as well as one specialized fund fogusin communications-related investments. Frompemation focused in our early years on
consummating leveraged buyout acquisitions of B&ed companies, we have grown into a businessipgrsansactions throughout the
world and executing not only typical leveraged hutyacquisitions of seasoned companies but alssdrions involving start-up businesses in
established industries, turnarounds, minority itwesits, corporate partnerships, distressed debttgted securities and industry
consolidations, in all cases in strictly friendfgrisactions supported by the subject company’sthafadirectors. Our Corporate Private Equity
segment’s approach to investing is guided by séweera investment principles: corporate partnershigctor expertise, out-of-favor / under-
appreciated industries, global scope, distressauatities investing, significant number of exclusiygportunities, superior financing expertise
and operations oversight. As of December 31, 2607 Corporate Private Equity segment had $31.8dbibf assets under management, or
31% of our total assets under management. In addibur Corporate Private Equity group is in thegess of raising its seventh global buyout
fund. For more information concerning the revenared fees we derive from our Corporate Private Egéggment, see “—Incentive
Arrangements / Fee Structure” in this Item 1.
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Real Estate Segmel

We are a world leader in real estate investingiftamanaged as of December 31, 2007, a total aaimestic and two non-U.S. real
estate funds. In addition, our Real Estate segiseantrrently in the process of raising our thirdfld.S. real estate fund that will focus on
European real estate investments. We are alsoiaiggm real estate fund that will focus primardlly debt and non-control equity investments
in the real estate sector. The Real Estate segmeamprised of approximately 65 investment prdtesss and offices in New York, London,
Hong Kong, Los Angeles, Mumbai, Tokyo and Parist Real Estate segment’s approach to investingiteguby several core investment
principles, many of which are similar to our Corier Private Equity segment, including global scdpeys on large transactions, significant
number of exclusive opportunities, superior finaigcéxpertise and operations oversight. As of Deegrlh, 2007, our Real Estate segment
$26.13 billion of assets under management, or 268tiototal assets under management. For morentgton concerning the revenues and
fees we derive from our Real Estate segment, sdaecentive Arrangements / Fee Structure” in thisnlte.

Marketable Alternative Asset Management Segm

Our Marketable Alternative Asset Management segroemiprises our funds of hedge funds, mezzaninesfusehior debt vehicles,
proprietary hedge funds and publicly-traded closed-mutual funds. For more information concernlmgrevenues and fees we derive from
our Marketable Alternative Asset Management segnsa® “—Incentive Arrangements / Fee Structurdhis Item 1.

Funds of Hedge Fund<Our funds of hedge funds group was organize®80land manages a variety of funds of hedge fuidsking
with our clients over the past seventeen yearsfunds of hedge fund group has developed into dingamanager of institutional funds of
hedge funds with approximately 80 professionals@fides in New York, London and Hong Kong. Our disnof hedge fund group’s overall
investment philosophy is to utilize leading nonditnal investment managers to achieve attractsleadjusted returns with relatively low
volatility and low correlation to traditional assgasses. Diversification, risk management anccasmn downside protection are key tenets of
our approach. Our funds of hedge funds operation®#246.92 billion of assets under management aseoéMber 31, 2007.

Corporate Debt Founded in 1999, our corporate debt operatiomgtwbomprises our mezzanine funds and our senior\dghicles, has
grown to become a major participant in the levedaiygance markets with $10.32 billion of assetsemuanagement as of December 31, 2
Our corporate debt operations’ investment portfdioomprised of securities spread across thealagtitcture including senior debt,
subordinated debt, preferred stock and commonyeddiir corporate debt operation has 32 investmeiepsionals and offices in New York
and London. Our mezzanine funds invest primarilyngzzanine debt of middle-market companies arrattyedigh privately negotiated
transactions. It typically makes investments thiodgect negotiations with issuers and private gogponsors. The senior debt vehicles we
manage consist of a series of structured vehioksssting primarily in senior secured loans. Thesestment vehicles are of the type comm
referred to as collateralized loan obligation funds

Proprietary Hedge Fundsin 2004, we commenced a strategy of sponsoriaprigtary hedge funds managed by individuals atél
with Blackstone. In 2005, we established our désteel securities hedge fund, which seeks to pratigerior risk-adjusted returns on
investments in the debt or equity of financiallgtdéssed companies and in other deep-value, cathlyen opportunities. The fund focuses
primarily on financially distressed companies aedks to invest in securities that, due to secspscific and other complex circumstances, it
believes are incorrectly valued. As of December2807, our distressed securities hedge fund ha&D3iillion of assets under management. In
2006, we established our equity hedge fund, whiéetks to provide superior risk-adjusted returnsniygsting in a global portfolio consisting
primarily of long and short equity investmentsuses a fundamentally driven, research-intensivecagh that is intended to identify and
evaluate investments where there is an opporttmitgke advantage of mispriced and misunderstooargies. As of December 31, 2007, our
equity hedge fund had $2.67 billion of assets umdgnagement. In 2007, we launched an Asian eqeitgéd fund,
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which seeks to provide superior risk-adjusted refuhrough a portfolio consisting primarily of loagd short investments in equity securities
of Asia ex-Japan companies. The Asian equity héalgg employs a long-biased investment strategynihedd to capture the attractive returns
available in the Asia ex-Japan markets, but witlelovolatility. As of December 31, 2007, our Askeguity hedge fund had $79.2 million of
assets under management.

Closed-End Mutual Fund#n 2005, we were appointed the investment managgadviser of two publicly-traded closed-end mutual
funds called The India Fund and The Asia Tigersd=dine India Fund, with $2.75 billion in assets enthanagement as of December 31,
2007, trades on the New York Stock Exchange urtdesymbol “IFN.” The India Fund’s investment objeetis long-term capital appreciation
through investing primarily in the equity securstief Indian companies. The Asia Tigers Fund, witd&1 million in assets under management
as of December 31, 2007, trades on the New YorgkItxchange under the symbol “GRR.” The Asia Tigeuad's investment objective is
long-term capital appreciation through investingnarily in the equity securities of Asian companies

Other Marketable Alternative Asset Management Ais/. During the last six months of 2007, we raisedigape investment fund to
seek to take advantage of investment opporturatisgng from the credit market disruptions thaturced during the latter half of 2007. A total
of $1.32 billion was raised for this fund.

Financial Advisory Business Segment

Our Financial Advisory segment comprises our cafmand mergers and acquisitions advisory serviesgucturing and reorganization
advisory services and Park Hill Group, which pr@gdund placement services for alternative investriends. Our financial advisory
businesses are global businesses with approxim&b@yrofessionals and offices in New York, Atlar@icago, Dallas, Boston, Los Angeles,
San Francisco and London. For more information earing the revenues and fees we derive from owarfgial Advisory segment operation,
see “Incentive Arrangements / Fee Structure” is ttem 1.

Corporate and Mergers and Acquisitions Advisoryw®es. Our corporate and mergers and acquisitions agviggeration has been an
independent provider of financial and corporate engtlgers and acquisitions advisory services for 82eyears. We provide financial and
corporate and mergers and acquisitions advisorjcesr with a wide range of transaction executigmetéity with respect to acquisitions,
mergers, joint ventures, minority investments, tise@ps, divestitures, takeover defenses and sigdesales. Some recent clients include |
Foods Inc., Microsoft Corporation, Northern Rocg,plhe Procter & Gamble Company, Reuters Group FA@NY Corporation and Suez S
The success of our corporate and mergers and &anssadvisory services has resulted from a higi¥gerienced team focused on our core
principles, including protecting client confidenitiy, prioritizing our client’s interests, avoidamof conflicts and senior-level attention. The 15
senior managing directors in our corporate and Brergnd acquisitions services operation have arageef over 20 years of experience in
providing financial and mergers and acquisitiongicsl

Restructuring and Reorganization Advisory Servid@sr restructuring and reorganization advisoryrapen is one of the leading
advisers to companies and creditors in restruayarand bankruptcies with offices in New York andhtlon. Our restructuring and
reorganization advisory services clients includepanies, creditors, corporate parents, hedge fdimdsicial sponsors and acquirers of
troubled companies. This operation is particuladive in large, complex and high-profile bankruggcand restructurings. Some of the debtor
clients that we have advised include Delta Air Isineénron, Global Crossing, W.R. Grace, Mirant, #idn-Dixie Stores in their Chapter 11
reorganizations. In addition to restructuring adyithe group has provided general advice to sugormmampanies as General Motors,
Goodyear and Xerox. Senior-level attention andathiéity to facilitate prompt resolutions are crdlangredients in our restructuring and
reorganization advisory approach. We believe wesltme of the most seasoned and experienced restngcand reorganization advisory
operations on Wall Street, working on a significslinére of all major restructuring assignments. €dusenior managing directors in this area
have an average of over 20 years of experiencesinucturing assignments and employ the skillsee¢ dre crucial to successful restructuring
assignments.

Park Hill Group. Park Hill Group provides fund placement servifmscorporate private equity funds, real estatedfjiventure capital
funds and hedge funds. Park Hill Group primarilg\pdes placement services to unrelated third-pgptynsored funds. It also assists us in
raising capital for our own investment funds frame to
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time and providing insights into new alternativeetgproducts and trends. Park Hill Group has apprately 75 employees and offices in New
York, San Francisco, Chicago, Dallas, Los Angeleslaondon. Park Hill Group and our investment fuedsh benefit from the others’
relationships with both limited partners and otherd sponsors.

Financial and Other Information by Segment

The following table illustrates assets under mansage and the percentage of total assets under raar&ag on a segment basis at
December 31, 2007, 2006 and 2005:

Assets Under Managemen

At December 31, % of Total
2007 2006 2005 2007  200€ 200%
Corporate Private Equit $ 31,802,95 $29,808,11 $27,263,41 31% 43% 53%
Real Estatt 26,128,044 12,796,99 6,927,990 26% 18% 14%
Marketable Alternative Asset Managem 44,496,37 26,907,09 16,907,42 43% 3% _33%

$102,427,37 $69,512,20 $51,098,82 10C% 10(% 10(%

Financial and other information by segment forythars ended December 31, 2007, 2006 and 2005figrdein Note 15 to our
consolidated and combined financial statements.

Investment Process and Risk Management

We maintain a rigorous investment process across alr funds. Each fund has investment policied procedures that generally con
requirements and limitations for investments, saghimitations relating to the amount that willibgested in any one investment and the types
of industries or geographic regions in which thedfwvill invest.

Corporate Private Equity Funds

Our Corporate Private Equity segment investmenfieggionals are responsible for selecting, evalgasitructuring, diligencing,
negotiating, executing, managing and exiting investts, as well as pursuing operational improveméiiter an initial selection, evaluation
and diligence process, the relevant team of investprofessionals will present a proposed transadt a weekly review committee compri
of the senior managing directors of our Corporateafe Equity segment, a number of whom participateach weekly meeting. Review
committee meetings are co-chaired by our Pres@aeiChief Operating Officer, Hamilton E. James, s@dior managing director Garrett M.
Moran. After discussing the contemplated transactigh the deal team, the review committee decidesther to give its preliminary approval
to the deal team to continue the selection, evaoatliligence and negotiation process and provigedance on strategy, process and other
pertinent considerations.

Once a proposed transaction has reached a moraaailatage, it undergoes a detailed interim retigithe investment committee of
corporate private equity funds. The investment cditer of our corporate private equity funds is coisgd of certain members of our senior
management, including Stephen A. Schwarzman andltéank. James, and the senior managing directoesioCorporate Private Equity
segment. Both the review committee and the investm@mmittee processes involve a consensus apptoatgdtision making among
committee members. The investment committee isoresiple for approving all investment decisions madédehalf of our corporate private
equity funds. Members of the investment committexvigde guidance to the deal team on strategy, paad other pertinent considerations.

The investment professionals of our corporate peieguity funds are responsible for monitoringrarestment once it is made and for
making recommendations with respect to exitingraestment. In addition to members of a deal teadhcam portfolio operations group
responsible for monitoring and assisting in enhaggiortfolio companies’ operations, all professisria the Corporate Private Equity segment
meet several times each year to review the perfocmaf the funds’ portfolio companies.
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Real Estate, Mezzanine and Senior Debt Fur

Each of our real estate, mezzanine and senioragedsaitions has an investment committee similanab described under “ —Corporate
Private Equity Funds.” The real estate investmentroittee, which includes Stephen A. Schwarzman, illamE. James, Kenneth C. Whitney
and the senior managing directors in the Real E&sgment, scrutinizes potential transactions,igesvguidance and instructions at the
appropriate stage of each transaction and apptbheawnaking of each investment as well as each dispo. The investment committees for
mezzanine and senior debt operations, which com@tisphen A. Schwarzman, Hamilton E. James, Gadrdttoran, Kenneth C. Whitney a
senior members of the respective operations, repmential transactions, provide input regarding sbope of due diligence and approve
recommended investments and dispositions. Thesstment committees have delegated certain abiliepprove investments and
dispositions to credit committees within each ofilerewhich consist of the senior members of thgserations.

Funds of Hedge Funds

Before deciding to invest in a new hedge fund,fands of hedge funds team conducts extensive digeuée, including an on-sitdront
office” review, a “back office’teview, industry reference checks and a legal vewtthe fund investment structures and legal dats Onc
initial due diligence procedures are completedtaednvestment professionals are satisfied withrésalts of the review, the team will present
the potential hedge fund investment to the investmemmittee of our funds of hedge funds operafidre investment committee is comprised
of the senior managing directors on the investrtesarh and other senior investment personnel. Thimdtiee meets formally at least once a
month to review, and potentially approve, investiraamd divestment suggestions. If the investmentroiitee approves a potential hedge fund
investment, the executive committee of our fundieexfge funds operation, chaired by J. Tomilson Milll make the ultimate decision to
approve an investment decision. Our funds of hédges team monitors and reviews existing hedge fomestments.

Proprietary Hedge Fund:

The senior managing director who leads each opoaprietary hedge funds is responsible for all steeent and risk management
activities for that fund. An oversight committeecluding Stephen A. Schwarzman, Hamilton E. JamdsGarrett M. Moran, meets weekly to
discuss investment and risk management activitidsnaarket conditions.

Structure and Operation of Our Investment Funds

We conduct the sponsorship and management of oy fcends and other similar vehicles primarily thgh a partnership structure in
which limited partnerships organized by us acceptrmitments and/or funds for investment from insidtoal investors and (to a limited exte
high net worth individuals. Hedge funds and otimestment vehicles, such as many of our funds d§&éunds and our proprietary hedge
funds, are generally organized as limited partripssWith respect to U.S. domiciled vehicles andtka liability (and other similar) companies
with respect to non-U.S. domiciled vehicles.

Our investment funds generally have an investmewisar, which is registered under the Advisers &ctbstantially all of the
responsibility for the day-to-day operations of tineestment funds is typically delegated to theestment fundsfespective investment advis
pursuant to an investment advisory (or similareagnent. Generally, the material terms of our irmesit advisory agreements relate to the
scope of services to be rendered by the investadbniser to the applicable investment funds, theutation of management fees to be borne by
investors in our investment funds, the calculatband the manner and extent to which other feesived by the investment adviser from fund
portfolio companies serve to offset or reduce tlemagement fees payable by investors in our invegtfnads and certain rights of terminati
with respect to our investment advisory agreemeéfasa discussion of the management fees to whiclneestment advisers are entitled
across our various types of investment funds, plsag “—Incentive Arrangements / Fee Structbeddw. The investment funds themselve:
not generally register as investment companiesnuheéel 940 Act, in reliance on Section 3(c)(7) ect®n 7(d) thereof or, typically in the case
of funds formed prior to 1997, Section 3(c)(1) gt Section 3(c)(7) of the 1940 Act excepts frasirégistration requirements investment
funds privately placed in the United States whasrigties are owned exclusively by persons whthatime of acquisition of such securities,
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are “qualified purchasers.” Section 3(c)(1) of #8210 Act excepts from its registration requirememigately placed investment funds whose
securities are beneficially owned by not more th@@ persons. In addition, under current interpi@tatof the SEC, Section 7(d) of the 1940
Act exempts from registration any non-U.S. invesitrfand all of whose outstanding securities areefiierally owned either by non-U.S.
residents or by U.S. residents that are qualifiedipasers.

In addition to having an investment adviser, eastestment fund that is a limited partnership, artpership” fund, also has a general
partner that makes all policy and investment denisirelating to the conduct of the investment faralisiness. Furthermore, all decisions
concerning the making, monitoring and disposingeéstments are made by the general partner. Witetl partners of the partnership funds
take no part in the conduct or control of the basof the investment funds, have no right or aitthto act for or bind the investment funds
and have no influence over the voting or dispositbthe securities or other assets held by thestment funds. These decisions are made by
the investment fund’s general partner in its sidergtion. With the exception of our proprietandge funds and certain of our funds of hedge
funds, third-party investors in our funds havetigat to remove the general partner of the funtbaaccelerate the liquidation date of the
investment fund without cause by a simple majordte. In addition, the governing agreements ofiouestment funds enable investors in
those funds to vote to terminate the investmeribdéyy a simple majority vote in accordance witkafied procedures or accelerate the
withdrawal of their capital on an investor-by-int@sbasis in the event certain “key persomsdur investment funds do not meet specified 1
commitments with regard to managing the fund (fareple, both of Stephen A. Schwarzman and HamBodames in the case of our
corporate private equity funds).

Incentive Arrangements / Fee Structure

The investment adviser of each of our carry furelsegally receives an annual management fee thgésanom 1.0% to 2.0% of the
investment fund’s capital commitments during theestment period and at least 0.75% of investedalagfier the investment period. The
investment adviser of each of our proprietary hddgels receives an annual management fee thatsdraya 1.5% to 2.0% of the hedge fuad’
net asset value and for general partners or similtities a performance-based allocation fee (oilar incentive fee) equal to 20% of the
applicable fund’s net capital appreciation per annsubject to certain net loss carry-forward priovis (known as a “highwater mark”). The
investment adviser of each of our funds of hedgel$us generally entitled to a management fee reipect to each fund it manages ranging
from 0.75% to 1.5% of assets under managementrpema plus, in some cases, an incentive fee rarfging 5% to 10% of the applicable
fund’s net appreciation per annum, subject to &waer mark and in some cases a preferred retlmninvestment adviser of each of our
senior debt vehicles receives annual managementypisally equal to 0.50% to 1.25% of each furtdisl assets, generally with additional
management fees which are incentive based (thatiligect to meeting certain return criteria). Timeeistment adviser of each of our closed-end
mutual funds receives an annual management feeahgées from 0.75% to 1.1% depending on the amafusrsets in the applicable fund. The
management fees we receive from our carry fundpayable on a regular basis (typically quartentydhie contractually prescribed amounts
noted above over the life of the fund and do ngiethel on the investment performance of the fund.maeagement fees received by our funds
of hedge funds and hedge funds have similar cteniatits, except that such funds often afford itmessincreased liquidity through annual,
semi-annual or quarterly withdrawal or redemptiigits following the expiration of a specified petiof time when capital may not be
withdrawn (typically between one and three yeans) the amount of management fees to which the imerg adviser is entitled with respect
thereto will proportionately increase as the neeasgalue of each investor’s capital account grama will proportionately decrease as the net
asset value of each investor’'s capital accountedeses. Our ability to generate performance feesbochtions is an important element of our
business and these items have historically accduotea very significant portion of our income.

The general partner or an affiliate of each of @y funds also receives carried interest fromitkestment fund. Carried interest
entitles the general partner (or an affiliate) foreferred allocation of income and gains frommdfurhe carried interest is typically structured
as a net profits interest in the applicable fundthie case of our carry funds, carried interestlsulated on a “realized gain” basis, and each
general partner is generally entitled to a cariteerest equal to 20% of the net realized incontegains (generally taking into account
unrealized losses) generated by such fund. Ndzegbincome or loss is not netted between or anfionds. For most carry funds, the carried
interest is subject to an annual preferred limfgadner return ranging from 7.0% to 10.0%, subjec catch-up allocation to the general
partner. If, as a result of diminished performaatkater
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investments in a carry funsllife, the carry fund does not achieve investmmeturns that (in most cases) exceed the prefeetedrthreshold c
(in all cases) the general partner receives inexo€20% of the fund’s net profits over the lifetee fund, we will be obligated to repay the
amount by which the carried interest that was nesly distributed to us exceeds amounts to whictasgeultimately entitled. This obligation,
which is known as a “clawback” obligation, operatgth respect to a given carry fursddbwn net investment performance only. Performan€
other funds are not netted for this purpose. Oilityalo generate carried interest is an importaleiment of our business and carried interes
historically accounted for a very significant portiof our income.

Our investment advisors receive customary transadéies upon consummation of many of the fundsusitipn transactions, receive
monitoring fees from many of their portfolio compesfollowing acquisition, and may from time to @meceive disposition and other fees in
connection with their activities. The transactieed which they receive are generally calculatesigarcentage (that can range up to 1%) of the
total enterprise value of the acquired entity. @anry funds are required to reduce the managersestdharged to their limited partner
investors by 50% to 100% of such transaction feglscartain other fees that they receive.

Capital Invested In and Alongside Our Investment Fuds

To further align our interests with those of inwestin our investment funds, we have invested aur capital and that of our personne
the investment funds we sponsor and manage. Minigemeral partner capital commitments to our investinfunds are determined separately
with respect to our investment funds. See “IteriM@nagement’s Discussion and Analysis of Financ@dition and Results of Operations—
Financing Activities—Our Future Sources of Cash kiniidity Needs” for more information regardingraninimum general partner capital
commitments to our funds. We determine whethera&ergeneral partner capital commitments to ouydamnds in excess of the minimum
required commitments based on a variety of factocduding estimates regarding liquidity over ttstimated time period during which
commitments will be funded, estimates regardingatmeunts of capital that may be appropriate foeodpportunities or other funds we may
be in the process of raising or are consideringjirgj prevailing industry standards with respecgonsor commitments and our general
working capital requirements. The general partnaag from time to time on an annual basis offerdo senior managing directors and
employees a part of the general partner commitnterdsr investment funds. Our general partner ehpammitments are funded with cash
and not with carried interest.

Investors in many of our carry funds also recehedpportunity to make additional “co-investmemntdth the investment funds. Our
senior managing directors and employees, as w@laxkstone itself, also have the opportunity tkeneo-investments, which we refer to as
“side-by-side investments,” with all of our carynids. Co-investments and side-by-side investmenatgigestments in portfolio companies or
other assets on the same terms and condition®ss #tquired by the applicable fund. Co-investmeits to investments arranged by us that
are made by our limited partner investors (andratheestors in some instances) in a portfolio comypar other assets alongside a carry fun
certain cases, such co-investments may involvetiaddl manager fees or carried interest. Side-dg-8ivestments are similar to co-
investments but are made pursuant to a bindingi@esubject to certain limitations, submittedlanuary of each year for the estimated
activity during the ensuing 12 months under whiwh $enior managing directors, employees and ceaffiliates of Blackstone, as well as
Blackstone itself, are permitted to make investrmafngside a particular carry fund in all trangant of that fund for that year. Our side-by-
side investments are funded in cash and are n@gcdub carried interest.

Competition

The asset management and financial advisory indasire intensely competitive, and we expect themermain so. We compete both
globally and on a regional, industry and niche fidgle compete on the basis of a number of fadtmhkiding investment performance,
transaction execution skills, access to capitaltaion, range of products and services, innonadiaod price.

Asset ManagementVe face competition both in the pursuit of outsideestors for our investment funds and in acquiiimgestments in
attractive portfolio companies and making otheestments. Depending on the investment, we face ettigm primarily from other private
equity funds, specialized investment funds, hedge Sponsors, other financial institutions inclugdgovereign wealth funds, corporate buyers
and other parties. Many of these competitors inesofrour businesses are substantially larger amd bansiderably greater financial,
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technical and marketing resources than are avaitablis. Several of these competitors have recesitied, or are expected to raise, significant
amounts of capital and many of them have similaediment objectives to us, which may create additicompetition for investment
opportunities. Some of these competitors may ads@ la lower cost of capital and access to fundingces that are not available to us, which
may create competitive disadvantages for us wipeet to investment opportunities. In addition, smfithese competitors may have higher
risk tolerances, different risk assessments or tageteirn thresholds, which could allow them to édasa wider variety of investments and to
bid more aggressively than us for investmentswhatvant to make. Corporate buyers may be ablehizee synergistic cost savings with
regard to an investment that may provide them witompetitive advantage in bidding for an investimeastly, the allocation of increasing
amounts of capital to alternative investment sgiigte by institutional and individual investors adwell lead to a reduction in the size and
duration of pricing inefficiencies that many of dovestment funds seek to exploit.

Financial Advisory. Our competitors are other financial advisory anestment banking firms. Our primary competitar®ur financial
advisory business are large financial institutionany of which have far greater financial and otlesources and much broader client
relationships than us and (unlike us) have thetaltd offer a wide range of products, from loadsposittaking and insurance to brokerage
a wide range of investment banking services, whiely enhance their competitive position. Our contpetialso have the ability to support
investment banking, including financial advisoryvsees, with commercial banking, insurance and ofimancial services revenue in an effort
to gain market share, which puts us at a competdisadvantage and could result in pricing pressivat could materially adversely affect our
revenue and profitability. In addition, Park Hilt@up operates in a highly competitive environment the barriers to entry into the fund
placement business are low.

Competition is also intense for the attraction egténtion of qualified employees. Our ability tmtaue to compete effectively in our
businesses will depend upon our ability to attreesty employees and retain and motivate our exigiingloyees.

For additional information concerning the compestrisks that we face, see “ltem 1A. Risk Factordsk®Related to Our Asset
Management Business—The asset management busrietanisely competitive” and “—Risks Related to Gimancial Advisory Business—
We face strong competition from other financial iadwy firms”.

Employees

As of December 31, 2007, we employed approximatéd20 people, including our 65 senior managingadines and approximately 395
other investment and advisory professionals. Weesto maintain a work environment that fostersf@ssionalism, excellence, integrity and
cooperation among our employees.

Regulatory and Compliance Matters
Our businesses, as well as the financial servitdisstry generally, are subject to extensive reguiah the United States and elsewhere.

All of the investment advisers of our investmenida are registered as investment advisers witSHE@. Registered investment advisers
are subject to the requirements and regulatiotiseoAdvisers Act. Such requirements relate to, ajrather things, fiduciary duties to clients,
maintaining an effective compliance program, stdtibn agreements, conflicts of interest, recorgksg and reporting requirements, disclos
requirements, limitations on agency cross and raldransactions between an advisor and advis@gts and general anti-fraud prohibitions.

Blackstone Advisory Services L.P., a subsidiarguafs through which we conduct our financial adwsousiness, is registered as a
broker-dealer with the SEC and is a member of Tihari€ial Industry Regulatory Authority, or “FINRA&Nd is registered as a broldsgaler ir
46 states, the District of Columbia and the Commeaitt of Puerto Rico. Park Hill Group LLC is registd as a broker-dealer with the SEC
and is a member of FINRA and is registered as kdvrdealer in several states. Park Hill Group Reshte Group LLC is also registered as a
broker-dealer with the SEC and is a member of FINIRA is registered as a broker-dealer in several
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states. Our broker-dealer entities are subjectdalation and oversight by the SEC. In additio™NRA, a self-regulatory organization that is
subject to oversight by the SEC, adopts and enfaudes governing the conduct, and examines theitéed, of its member firms, including o
broker-dealer entities. State securities reguledtss have regulatory or oversight authority ouar laroker-dealer entities.

Broker-dealers are subject to regulations that call@spects of the securities business, includadgs methods, trade practices among
broker-dealers, use and safekeeping of customamd'sfand securities, capital structure, record ikgephe financing of customers’ purchases
and the conduct and qualifications of directorficefs and employees. In particular, as a regidtbreker-dealer and member of a self-
regulatory organization, we are subject to the SE®@iform net capital rule, Rule 15¢3-1. Rule 18c§pecifies the minimum level of net
capital a broker-dealer must maintain and alsoiregthat a significant part of a broker-dealessets be kept in relatively liquid form. The
SEC and various sefegulatory organizations impose rules that requirtfication when net capital falls below certairegefined criteria, limi
the ratio of subordinated debt to equity in theutatpry capital composition of a broker-dealer andstrain the ability of a broker-dealer to
expand its business under certain circumstanceditidaally, the SECS uniform net capital rule imposes certain requéeets that may have t
effect of prohibiting a broker-dealer from distritng or withdrawing capital and requiring prior it& to the SEC for certain withdrawals of
capital.

The Blackstone Group International Ltd. is an atittenl investment manager in the United Kingdom. Uh€. Financial Services and
Markets Act 2000, or “FSMA,” and rules promulgatbdreunder govern all aspects of the U.K. investrbariness, including sales, research
and trading practices, provision of investment edyvuse and safekeeping of client funds and séesjriegulatory capital, record keeping,
margin practices and procedures, approval standardsdividuals, anti-money laundering, periodéporting and settlement procedures.
Pursuant to the FSMA, certain of our subsidiariessaibject to regulations promulgated and admirgdtby the U.K. Financial Services
Authority.

In addition, each of the closed-end mutual fundswamage is registered under the 1940 Act as adtlese investment company. The
closed-end mutual funds and the entities that seswhe funds’ investment advisers are subjedted 840 Act and the rules thereunder, which
among other things regulate the relationship betveeregistered investment company and its invedtamhriser and prohibit or severely rest
principal transactions and joint transactions.

The SEC and various self-regulatory organizaticmgehin recent years aggressively increased thgidatory activities in respect of asset
management firms.

Certain of our businesses are subject to compliaritelaws and regulations of U.S. federal andestaivernments, non-U.S.
governments (including, without limitation, IndiacaHong Kong), their respective agencies and/douarself-regulatory organizations or
exchanges relating to, among other things, theapyivof client information, and any failure to complith these regulations could expose us to
liability and/or damage our reputation. Our busgesshave operated for many years within a legaidveork that requires our being able to
monitor and comply with a broad range of legal eegllatory developments that affect our activitldewever, additional legislation, changes
in rules promulgated by self-regulatory organizasior changes in the interpretation or enforceroéekisting laws and rules, either in the
United States or elsewhere, may directly affectrnade of operation and profitability.

Rigorous legal and compliance analysis of our leggas and investments is important to our cultaderisk management. We strive to
maintain a culture of compliance through the uspddities and procedures such as oversight congdiatodes of conduct, compliance
systems, communication of compliance guidance amal@/ee education and training. We have a compdigmoup that monitors our
compliance with all of the regulatory requiremetatsvhich we are subject and manages our complipatieies and procedures. Our Chief
Legal Officer supervises our compliance group, Wwhicresponsible for addressing all regulatory emwpliance matters that affect our
activities. Our compliance policies and proced@a@dress a variety of regulatory and compliancesrilch as the handling of material non-
public information, position reporting, personatgeties trading, valuation of investments on adapecific basis, document retention,
potential conflicts of interest and the allocatafrinvestment opportunities.
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Our compliance group also monitors the informabtiarnriers that we maintain between each of our diffebusinesses. We believe that
our various businesses’ access to the intelle&ualledge and contacts and relationships that egbicbughout our firm benefits all of our
businesses. However, in order to maximize thatsscedthout compromising our compliance with thealegnd contractual obligations to wh
we are subject, our compliance group oversees amitons the communications between or among onr'idifferent businesses to facilitate
regulatory compliance.

Recent Developments
Acquisition of GSO Capital Partner

On March 3, 2008, we acquired GSO Capital ParthBrand certain of its affiliates (“GSO”). The puase price, subject to certain
closing adjustments, paid by Blackstone consistsash and Blackstone Holdings Partnership Unitseatlly valued at $635 million in the
aggregate, plus up to an additional targeted $3lli@mto be paid over the next five years contingepon the realization of specified earnings
targets over that period. Additionally, profit simgr and other compensatory payments subject t@peence and vesting may be paid to the
GSO personnel. GSO is a credit focused alternasget manager with $10 billion of assets under gemant as of December 31, 2007. It
manages a multi-strategy credit opportunity funchezzanine fund, a senior debt fund and varioumséebt vehicles. As of December 31,
2007, GSO had 136 employees worldwide with officeNew York, Houston, Los Angeles and London. GSisinesses are being combined
with our own credit businesses, including our meirza funds, distressed securities hedge fund amidrseéebt vehicles. The combined
businesses will be managed by the three foundingbmees of GSO, Bennett Goodman, Tripp Smith and D@sigover. We expect this
integrated credit platform to afford us significaaimpetitive advantages and synergies such asasetdedeal flow and market knowledge that
we expect to translate into superior returns feritivestors in our funds.
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ITEM 1A. RISK FACTORS
Risks Related to Our Business

Difficult market conditions can adversely affect obusiness in many ways, including by reducing thalue or performance of th
investments made by our investment funds, reduding ability of our investment funds to raise or deg capital and reducing the volume
the transactions involving our financial advisoryusiness, each of which could materially reduce aevenue and cash flow and adversely
affect our financial condition.

Our business is materially affected by conditionthie global financial markets and economic coadgithroughout the world that are
outside our control, such as interest rates, aviitiaof credit, inflation rates, economic uncenty, changes in laws (including laws relating to
taxation), trade barriers, commodity prices, curyeexchange rates and controls and national aedhiational political circumstances
(including wars, terrorist acts or security operasi). These factors may affect the level and Jijatf securities prices and the liquidity and
the value of investments, and we may not be abte toay choose not to manage our exposure to thasieet conditions. In the event of a
market downturn, each of our businesses couldfeetafl in different ways. For instance, concernsraveakness in the U.S. housing market
and sub-prime mortgage market, coupled with a lagjeme of debt financing backlog related to lega equity transactions, served to create
very challenging financing conditions starting lie last week of June 2007, which continue to dite.lack of liquidity in the financing
markets has materially hindered the initiation efvnlarge-sized corporate private equity transastigignificantly affecting the operating
performance of our corporate private equity andlestate segments. Our operating performance nsayba adversely affected by our fixed
costs and the possibility that we would be unablgcile back other costs within a time frame sigfficto match any decreases in revenue
relating to changes in market and economic conitio

Our investment funds may be affected by reduceaxppities to exit and realize value from theiréstments and by the fact that we
may not be able to find suitable investments ferittvestment funds to effectively deploy capitdhiath could adversely affect our ability to
raise new funds. During periods of difficult markeinditions or slowdowns in a particular sectompanies in which we invest may experie
decreased revenues, financial losses, difficultgtitaining access to financing and increased fuhdasts. For instance, during the latter ha
2007, weakness in the sub-prime residential lendieg@ spread to general commercial real estaténgnélithough there was no evidence that
these credit problems have significantly affecteglunderlying operating fundamentals of the investihportfolio of our real estate funds,
valuation multiples have declined. During such gésiof weakness, companies owned by our investfueds may also have difficulty
expanding their businesses and operations or b@aitmmeet their debt service obligations or othgrenses as they become due, including
expenses payable to us. In addition, during periddsiverse economic conditions access to the dingmrmarkets generally becomes more
challenging. Challenging financing conditions mékmore difficult or impossible for us to obtainrfding for additional investments and could
harm our assets under management and operatiritsrésgeneral market downturn, or a specific mardislocation, may result in lower
investment returns for our investment funds, whicluld adversely affect our revenues and cash flfawmthermore, such conditions would also
increase the risk of default with respect to inmesits held by our investment funds that have siarit debt investments, such as our
mezzanine funds, senior debt vehicles and distlesseurities hedge fund.

In addition, our financial advisory business camizgerially affected by conditions in the globabeomy and various financial markets.
For example, revenue generated by our financiakady business is directly related to the volumd aalue of the transactions in which we
involved. During periods of unfavorable market ooeomic conditions, the volume and value of mergeid acquisitions transactions may
decrease, thereby reducing the demand for ourdiabadvisory services and increasing price contipetamong financial services companies
seeking such engagements.

Our revenue, net income and cash flow are all highlariable, which may make it difficult for us tochieve steady earnings growth on a
quarterly basis and may cause the price of our coomunits to decline.

Our revenue, net income and cash flow are all ightiable, primarily due to the fact that we reeetarried interest from our carry
funds only when investments are realized and aehéesertain preferred return. In addition, trarisadtees received by our carry funds and
fees received by our advisory business can vary
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significantly from quarter to quarter. We may aésgerience fluctuations in our results from quatteguarter due to a number of other factors,
including changes in the values of our funds’ inremnts, changes in the amount of distributionsiddivds or interest paid in respect of
investments, changes in our operating expensesgetiee to which we encounter competition and ggmeonomic and market conditions.
Such variability may lead to volatility in the tiad price of our common units and cause our regoita particular period not to be indicative

of our performance in a future period. It may biicilt for us to achieve steady growth in net ine@and cash flow on a quarterly basis, which
could in turn lead to large adverse movementsérptiice of our common units or increased volatilityyur common unit price generally.

The timing and receipt of carried interest genetdte our carry funds is uncertain and will conttéto the volatility of our results.
Carried interest depends on our carry funds’ peréorce and opportunities for realizing gains, whicy be limited. It takes a substantial
period of time to identify attractive investmentpoptunities, to raise all the funds needed to mak&évestment and then to realize the cash
value (or other proceeds) of an investment thraughle, public offering, recapitalization or oteait. Even if an investment proves to be
profitable, it may be several years before anyitgrafin be realized in cash (or other proceeds)cdvaot predict when, or if, any realizatior
investments will occur. In addition, upon the reation of a profitable investment by any of ourgdunds and prior to us receiving any cari
interest in respect of that investment, 100% ofpfeeeeds of that investment must generally be fmaide investors in that carry fund until tt
have recovered certain fees and expenses and edhaesertain return on all realized investmentthlay carry fund as well as a recovery of any
unrealized losses.

Since the latter half of 2007, the credit dislogatand related reluctance of creditors such as @neial banks to provide financing has
made it difficult for potential purchasers to sexfinancing to purchase companies in our investenfemtds’ portfolio, thereby decreasing
potential realization events and the potentiakfmried interest. If we were to have a realizagwant in a particular quarter, it may have a
significant impact on our results for that partauuarter which may not be replicated in subsetgearters. We recognize revenue on
investments in our investment funds based on docable share of realized and unrealized gainf&ses) reported by such investment funds,
and a decline in realized or unrealized gainsnhanerease in realized or unrealized losses, wadlersely affect our revenue and possibly
flow, which could further increase the volatility @ur quarterly results.

With respect to our proprietary hedge funds andyrdrour funds of hedge funds, our incentive feespaid annually or semi-annually if
the net asset value of a fund has increased. Qigehfeinds also have “high water marks” whereby waat earn incentive fees during a
particular period even though the fund had positétarns in such period as a result of lossesior periods. If a hedge fund experiences
losses, we will not be able to earn incentive feas the fund until it surpasses the previous higiter mark. The incentive fees we earn are
therefore dependent on the net asset value ofatigehfund, which could lead to significant volagilin our quarterly results.

We also earn a portion of our revenue from findredtvisory engagements, and in many cases we agaitbuntil the successful
consummation of the underlying transaction, restmireg or closing of the fund. As a result, ourdirtial advisory revenue is highly dependent
on market conditions and the decisions and actibosir clients, interested third parties and gowsgntal authorities. If a transaction,
restructuring or funding is not consummated, wemfio not receive any financial advisory fees othan the reimbursement of certain out-of-
pocket expenses, despite the fact that we may deweted considerable resources to these transaction

Because our revenue, net income and cash flow ednighly variable from quarter to quarter and yteayear, we do not provide any
guidance regarding our expected quarterly and dropgaating results. The lack of guidance may affiee expectations of public market
analysts and could cause increased volatility incoummon unit price.

We depend on our founders and other key senior mging directors and the loss of their services woblalve a material adverse effect on
our business, results and financial condition.

We depend on the efforts, skill, reputations ansiress contacts of our founders, Messrs. SchwaramarfPeterson, our President and
Chief Operating Officer, Hamilton E. James, our&/©€hairman, J. Tomilson Hill,
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and other key senior managing directors, the in&diom and deal flow they and other senior manadingctors generate during the normal
course of their activities and the synergies ambegliverse fields of expertise and knowledge hgldur professionals. Accordingly, our
success will depend on the continued service afetledividuals, who are not obligated to remain leygd with us. Mr. Peterson has informed
us that he intends to retire from our firm andngliish his role as a founder by no later than Déegr1, 2008. We have experienced
departures of several key senior managing direataitse past and may do so in the future, and weapredict the impact that the departure
of any key senior managing director will have om ability to achieve our investment objectives. Ttes of the services of any of them could
have a material adverse effect on our revenuesnoame and cash flows and could harm our abitityngintain or grow assets under
management in existing funds or raise additionatifuin the future.

Our senior managing directors and other key pemsigmussess substantial experience and expertiskaadstrong business relationships
with investors in our funds, clients and other mershof the business community. As a result, the tdshese personnel could jeopardize our
relationships with investors in our funds, our ctieand members of the business community andtriesihle reduction of assets under
management or fewer investment opportunities. kample, if any of our senior managing directorsenerjoin or form a competing firm, th
could have a material adverse effect on our busjrresults and financial condition.

Our publicly traded structure may adversely affemir ability to retain and motivate our senior manaqgy directors and other key personnel
and to recruit, retain and motivate new senior magiag directors and other key personnel, both of whicould adversely affect our
business, results and financial condition.

Our most important asset is our people, and outirieed success is highly dependent upon the effdrosir senior managing directors
and other professionals. Our future success angtrdepends to a substantial degree on our abdlitgtain and motivate our senior managing
directors and other key personnel and to stratlgicecruit, retain and motivate new talented perss. The competition for talent remains
fierce. As part of the reorganization we effecteidmto our initial public offering in June 2007uiocurrent senior managing directors and other
senior personnel received partnership units inl&eme Holdings. Distributions in respect of thegaity interests may not equal the cash
distributions previously received by our senior iging directors prior to our initial public offegnUntil December 31, 2009, the income (and
accordingly distributions) of Blackstone Holdingdlwe allocated on a priority basis to The Bladtst Group L.P.’s wholly-owned
subsidiaries, which may reduce the amount of thigtions received by our senior managing directadslitionally, ownership of a portion of
the Blackstone Holdings Partnership Units recelwedur senior managing directors is not dependpahuheir continued employment with us
as those equity interests were fully vested upsunaiace. Moreover, the minimum retained ownershgpirements and transfer restrictions to
which these interests are subject in certain itgstapse over time, may not be enforceable icaaks and can be waived. There is no
guarantee that the non-competition and non-sdliciteagreements to which our senior managing dirscre subject, together with our other
arrangements with them, will prevent them from legws, joining our competitors or otherwise conmggtvith us or that these agreements
will be enforceable in all cases. In addition, tnagreements will expire after a certain periotiroé, at which point each of our senior
managing directors would be free to compete agamsind solicit investors in our funds, clients antployees.

We might not be able to provide future senior mamggirectors with equity interests in our businesthe same extent or with the same
tax consequences from which our existing senioragany directors previously benefited. For examipliegislation were to be enacted by the
U.S. Congress to treat carried interest as ordimexyme rather than as capital gain for U.S. fddamme tax purposes, such legislation would
materially increase the amount of taxes that weparssibly our unitholders would be required to ghgreby adversely affecting our ability to
recruit, retain and motivate our current and fufprefessionals. See “—Our structure involves compl@visions of U.S. federal income tax
law for which no clear precedent or authority mayavailable. Our structure also is subject to pielegislative, judicial or administrative
change and differing interpretations, possibly opeteoactive basis.Therefore, in order to recruit and retain existamgl future senior managi
directors, we may need to increase the level offmeation that we pay to them. Accordingly, as veemwte or hire new senior managing
directors over time, we may increase the levelomfigensation we pay to our senior managing directangch would cause our total employee
compensation and benefits expense as a percerftagetotal revenue to increase and adversely affecprofitability. In addition, issuance of
equity interests in our business to future senianaging directors would dilute public common uniders.
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We strive to maintain a work environment that reinés our culture of collaboration, motivation alignment of interests with investo
If we do not continue to develop and implementribt processes and tools to manage our changitegpeise and maintain this culture, our
ability to compete successfully and achieve ouirtass objectives could be impaired, which couldatiegly impact our business, financial
condition and results of operations.

If we are unable to consummate or successfully gtate additional development opportunities, acqtins or joint ventures, we may not |
able to implement our growth strategy successfully.

Our growth strategy is based, in part, on the sekdevelopment or acquisition of asset managetesinesses’ advisory businesses or
other businesses complementary to our businessewiethink we can add substantial value or generdistantial returns. The success of this
strategy (including our acquisition of GSO CapRaltners) will depend on, among other things: l{g)availability of suitable opportunities;

(2) the level of competition from other companileattmay have greater financial resources; (3) bilityato value potential development or
acquisition opportunities accurately and negotiateeptable terms for those opportunities; (4) dilita to identify and enter into mutually
beneficial relationships with venture partners;dByl our ability to successfully integrate and seerthe operations of the new businesses.
are not successful in implementing our growth stygf our business, financial results and the markieé for our common units may be
adversely affected.

Legislation has been introduced that would, if ertad, preclude us from qualifying as a partnershiprfU.S. federal income tax purposes
otherwise increase our tax liability. If this or gnsimilar legislation or regulation were to be enad and apply to us, we would incur a
material increase in our tax liability that couldasult in a reduction in the value of our common uai

On June 14, 2007, the Chairman and the Rankinglitiepn Member of the U.S. Senate Committee on FKieantroduced legislation (t
“Baucus-Grassley Bill") that would tax as corpooats publicly traded partnerships that directlyratiiectly derive income from investment
adviser or asset management services. In additieg,concurrently issued a press release statatghiy do not believe that proposed public
offerings of private equity and hedge fund managgrfiens are consistent with the intent of the &rig rules regarding publicly traded
partnerships because the majority of their incosrderived from the active provision of servicegntgestment funds and limited partner
investors in such funds.

If enacted, the Baucus-Grassley Bill would be dffecas of June 14, 2007 but under a transitioa cohtained in the proposed
legislation, it would apply to us beginning withrdaxable year beginning January 1, 2013. On JOn@@)7, legislation was introduced in the
House of Representatives that is substantiallylairto the Baucus-Grassley Bill except that if éaddt would apply to us commencing with
our taxable year beginning January 1, 2008. Ifegiiroposed legislation survives the legislativd axecutive process in its proposed form and
were to be enacted into law, we would incur a niat@rcrease in our tax liability when such legiga begins to apply to us. If we were taxed
as a corporation, our effective tax rate would éase significantly. The federal statutory rateckmporations is currently 35%, and the state
local tax rates, net of the federal benefit, agate@pproximately 10%. If a variation of this prepd legislation or any other change in the tax
laws, rules, regulations or interpretations preelud from qualifying for treatment as a partnergoigJ.S. federal income tax purposes under
the publicly traded partnership rules, this woulatenially increase our tax liability and could wedkult in a reduction in the value of our
common units.

On November 1, 2007 the House Ways & Means Comendifehe U.S. House of Representatives approvél tadt would generally
(1) treat carried interest as non-qualifying incameler the tax rules applicable to publicly tragadinerships, which would generally require
us to hold interests in entities earning such inedhnnough taxable subsidiary corporations staiiting010, and (2) tax carried interest as
ordinary income for U.S. federal income taxes,eathan in accordance with the character of incdaréved by the underlying fund, which is
in many cases capital gain. If any such proposgidlktion were to be enacted and apply to us, itld/onaterially increase our tax liability,
which would likely result in a reduction of the ualof our common units.
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The requirements of being a public entity and susiag our growth may strain our resources.

As a public entity, we are subject to the reportiaguirements of the U.S. Securities Exchange AtB84, as amended, or “Exchange
Act,” and requirements of the U.S. Sarbanes Oxlelyok 2002, or “Sarbanes Oxley AciThese requirements may place a strain on our sg
and resources. The Exchange Act requires thatlevarfinual, quarterly and current reports with respeour business and financial condition.
The Sarbanes Oxley Act requires that we maintdeca¥e disclosure controls and procedures andnateontrols over financial reporting,
which is discussed below. In order to maintain emgrove the effectiveness of our disclosure costesid procedures, significant resources
management oversight are required. We have implevdeand continue to implement additional procedaresprocesses for the purpose of
addressing the standards and requirements ap@itaplublic companies. In addition, sustaining gnawth also requires us to commit
additional management, operational and financedueces to identify new professionals to join dimfand to maintain appropriate operatic
and financial systems to adequately support expansihese activities may divert management'’s dtierftom other business concerns, which
could have a material adverse effect on our busjrfggncial condition, results of operations aaditflows. We expect to incur significant
additional annual expenses related to these stehsamong other things, additional directors aritefs liability insurance, director fees,
reporting requirements of the Securities and Exgea@ommission, or “SEC,” transfer agent fees, biadditional accounting, legal and
administrative personnel, increased auditing agdlleees and similar expenses.

Failure to achieve and maintain effective internabntrols over financial reporting in accordance witSection 404 of the Sarbanes Oxley
Act (“Section 404") could have a material adverse effert our business and common unit price.

In order to be in compliance with the requiremasitSection 404, we are in the process of documgrir internal controls over
financial reporting, identifying key financial regiimg risks, assessing their potential impact anking those risks to specific areas and
activities within our organization. Commencing wikte filing of our 10-K for the year ended DecemBg&y 2008, we will be required under
Section 404 to provide an annual management assassiithe effectiveness of our internal controlerdinancial reporting and the inclusion
of an opinion from our independent registered muticounting firm addressing these assessmentexpéet to complete our preparation for
compliance with Section 404 in time to achieve cbhamge by the required date, but if we are not ablenplement the requirements of
Section 404 in a timely manner or with adequatepl@nce, our independent registered public accagrfirm may not be able to certify as to
the adequacy of our internal controls over finalheporting. The lack of any certification from ondependent registered public accounting
firm or any material weakness in our internal colstior a combination of significant deficienciesomr internal controls could materially
adversely affect us and lead to a decline in oarroon unit price.

Operational risks may disrupt our businesses, rasnllosses or limit our growth.

We rely heavily on our financial, accounting anbestdata processing systems. If any of these sgstienmot operate properly or are
disabled, we could suffer financial loss, a disiupbf our businesses, liability to our investmentds, regulatory intervention or reputational
damage. In addition, we operate in businessesatkatighly dependent on information systems andn@ogy. Our information systems and
technology may not continue to be able to accomneodar growth, and the cost of maintaining suchesys may increase from its current
level. Such a failure to accommodate growth, cinarease in costs related to such information systeould have a material adverse effect on
us.

Furthermore, we depend on our headquarters in Nesk Eity, where most of our personnel are locatedthe continued operation of
our business. A disaster or a disruption in theastfucture that supports our businesses, inclugidigruption involving electronic
communications or other services used by us od gharties with whom we conduct business, or diyesfiecting our headquarters, could have
a material adverse impact on our ability to corgitm operate our business without interruption. @saster recovery programs may not be
sufficient to mitigate the harm that may resulinfrsuch a disaster or disruption. In addition, iasge and other safeguards might only partially
reimburse us for our losses, if at all.

Finally, we rely on third-party service providems tertain aspects of our business, including éstain information systems and
technology and administration of our hedge fundsy Aterruption or deterioration in the performamnde¢hese third parties or failures of their
information systems and technology could impairdbality of the funds’ operations and could affeat reputation and hence adversely affect
our businesses.
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Extensive regulation of our businesses affects @ativities and creates the potential for significaliabilities and penalties. The possibility
increased regulatory focus could result in additiahburdens on our business. Changes in tax law asttier legislative or regulatory
changes could adversely affect us.

Our asset management and financial advisory busssesre subject to extensive regulation. We arestto regulation, including
periodic examinations, by governmental and seltd&igry organizations in the jurisdictions in whisle operate around the world. Many of
these regulators, including U.S. and foreign gowemt agencies and se#gulatory organizations, as well as state seesgridibmmissions in tl
United States, are empowered to conduct investigatand administrative proceedings that can réstilhes, suspensions of personnel or o
sanctions, including censure, the issuance of esagealesist orders or the suspension or expuldiarbookeredealer or investment adviser fr
registration or memberships. Even if an investmabr proceeding did not result in a sanction erganction imposed against us or our
personnel by a regulator were small in monetarywardhe adverse publicity relating to the inveatign, proceeding or imposition of these
sanctions could harm our reputation and cause loséoexisting clients or fail to gain new assehagement or financial advisory clients. In
addition, we regularly rely on exemptions from eas requirements of the U.S. Securities Act of 1883amended, or “Securities Act,” the
Exchange Act, the U.S. Investment Company Act &0l &s amended, or “1940 Act,” and the U.S. Empdyetirement Income Security Act
of 1974, as amended, in conducting our asset mamageactivities. These exemptions are sometimdsyhgpmplex and may in certain
circumstances depend on compliance by third pantfesm we do not control. If for any reason thesenegtions were to become unavailabl
us, we could become subject to regulatory actiathiod party claims and our business could be nadlgand adversely affected. See “—Risks
Related to Our Organizational Structure—If The B&tone Group L.P. were deemed an “investment cogiparder the 1940 Act, applicable
restrictions could make it impractical for us tontinue our business as contemplated and could havaterial adverse effect on our business”.
Lastly, the requirements imposed by our regulaaoesdesigned primarily to ensure the integrityhef financial markets and to protect inves
in our investment funds and are not designed ttept@ur common unitholders. Consequently, thegelations often serve to limit our
activities.

In addition, the regulatory environment in whichr asset management and financial advisory cliep¢sate may affect our business. For
example, changes in antitrust laws or the enforcemieantitrust laws could affect the level of mergiand acquisitions activity and changes in
state laws may limit investment activities of stpémsion plans. See “Business—Regulatory and Camgei Mattersfor a further discussion
the regulatory environment in which we conduct businesses.

The regulatory environment in which we operateutsject to further regulation. We may be adverséfigcted as a result of new or
revised legislation or regulations imposed by tB€Sother U.S. or non-U.S. governmental regulasarthorities or self-regulatory
organizations that supervise the financial mark&ts.also may be adversely affected by changesimterpretation or enforcement of existing
laws and rules by these governmental authoritielssatf-regulatory organizations. It is impossildeletermine the extent of the impact of any
new laws, regulations or initiatives that may beparsed, or whether any of the proposals will bectame Compliance with any new laws or
regulations could make compliance more difficuld @xpensive and affect the manner in which we cohlusiness.

Legislation has recently been adopted in Austr@lenmark, Germany and ltaly that limits the taxwtibility of interest expense
incurred by companies in those countries. Thesesurea will most likely adversely affect portfoliorapanies in those countries in which our
private equity funds have investments and limitlibaefits of additional investments in those cdestrOur corporate private equity busines
subject to the risk that similar measures mighint@duced in other countries in which our privatpiity funds currently have investments or
plan to invest in the future, or that other ledisk or regulatory measures that negatively affleeir respective portfolio investments might be
promulgated in any of the countries in which theyeist.

In addition, regulatory developments designed todase oversight of hedge funds may adverselytaffedousiness. In recent years,
there has been debate in U.S. and foreign govertsnadout new rules and regulations for hedge fuRdsexample, the SEC had recently
adopted a rule, which was later struck down byderffel court, that would have required registratioder the Investment Advisers Act of 1940,
or “Advisers Act,” of hedge fund managers if thegdhl5 or more clients. While all of our entitieattserve as advisers to our investment funds
are already registered with the SEC under the Assifict as investment advisers, other new regulatimuld constrain or otherwise impose
burdens on our business.
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Our use of leverage to finance our business wilpb@se us to substantial risks, which are exacerbatgdur funds’ use of leverage to
finance investments

We intend to use a significant amount of borrowitgginance our business operations as a publiqeom That leverage exposes us to
the typical risks associated with the use of sutiisthleverage, including those discussed beloweutid-Dependence on significant leverage
investments by our funds could adversely affectafility to achieve attractive rates of return bage investments”. These risks are
exacerbated by our funds’ use of leverage to finaneestments.

We are subject to substantial litigation risks amehy face significant liabilities and damage to oprofessional reputation as a result of
litigation allegations and negative publicity.

The investment decisions we make in our asset neaneigt business and the activities of our investrpesfessionals on behalf of
portfolio companies of our carry funds may subjéeim and us to the risk of third-party litigatiosing from investor dissatisfaction with the
performance of those investment funds, the acatiwitif our portfolio companies and a variety of ofltgation claims. For example, from time
to time we and our portfolio companies have bedaest to class action suits by shareholders inipdampanies that we have agreed to
acquire that challenge our acquisition transactan attempt to enjoin them.

In addition, to the extent investors in our investinfunds suffer losses resulting from fraud, greesgligence, willful misconduct or other
similar misconduct, investors may have remedietagas, our investment funds, our senior managirgctors or our affiliates under the
federal securities law and/or state law. Whilegbaeral partners and investment advisers to o@sinvent funds, including their directors,
officers, other employees and affiliates, are galheindemnified to the fullest extent permitted layv with respect to their conduct in
connection with the management of the businessa#fais of our investment funds, such indemnitysinet extend to actions determined to
have involved fraud, gross negligence, willful nosduct or other similar misconduct.

Our financial advisory activities may also subjestto the risk of liabilities to our clients andrthparties, including our clients’
stockholders, under securities or other laws imeation with corporate transactions on which welegradvice.

If any lawsuits were brought against us and reduttea finding of substantial legal liability, ibald materially adversely affect our
business, financial condition or results of operagior cause significant reputational harm to usckvcould seriously harm our business. We
depend to a large extent on our business relatipsisind our reputation for integrity and high-catfilprofessional services to attract and retain
investors and advisory clients and to pursue imest opportunities for our carry funds. As a resallegations of improper conduct by private
litigants or regulators, whether the ultimate oateds favorable or unfavorable to us, as well ggtiee publicity and press speculation about
us, our investment activities or the private equijustry in general, whether or not valid, mayrhaur reputation, which may be more
damaging to our business than to other types dhbsses.

Employee misconduct could harm us by impairing oability to attract and retain clients and subjectirus to significant legal liability anc
reputational harm.

There is a risk that our employees could engageisconduct that adversely affects our businessaWesubject to a number of
obligations and standards arising from our assetag@ment business and our authority over the assstaged by our asset management
business. The violation of these obligations aadd#rds by any of our employees would adversegcafiur clients and us. Our business often
requires that we deal with confidential mattergiafat significance to companies in which we mastwr our financial advisory clients. If ¢
employees were improperly to use or disclose cenftidl information, we could suffer serious harnoto reputation, financial position and
current and future business relationships. It isahoays possible to detect or deter employee midgct, and the extensive precautions we take
to detect and prevent this activity may not beatiée in all cases. If one of our employees werertigage in misconduct or were to be accused
of such misconduct, our business and our reputatioid be adversely affected.
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Risks Related to Our Asset Management Business

Poor performance of our investment funds would caus decline in our revenue, income and cash flongyrobligate us to repay carrie
interest previously paid to us, and could adversaffect our ability to raise capital for future inestment funds.

In the event that any of our investment funds wengerform poorly, our revenue, income and casl fimuld decline because the value
of our assets under management would decreaseh wioigld result in a reduction in management feed,aur investment returns would
decrease, resulting in a reduction in the carmgerést and incentive fees we earn. Moreover, wédoexperience losses on our investments of
our own principal as a result of poor investmenfgrenance by our investment funds. Furthermoregsfa result of poor performance of later
investments in a carry fund’s life, the fund does achieve certain investment returns for the fawel its life, we will be obligated to repay the
amount by which carried interest that was previpdsitributed to us exceeds amounts to which weiliireately entitled. Poor performance of
our investment funds could make it more difficult fis to raise new capital. Investors in carry &inmdght decline to invest in future investm
funds we raise and investors in hedge funds o dtivestment funds might withdraw their investmessa result of poor performance of the
investment funds in which they are invested. Inmessaind potential investors in our funds continuaisess our investment funggrformance
and our ability to raise capital for existing amture investment funds and avoid excessive redempeivels will depend on our investment
funds’ continued satisfactory performance.

Valuation methodologies for certain assets in ownids can be subject to significant subjectivity atite fair value of assets established
pursuant to such methodologies may never be realjzghich could result in significant losses for odiunds.

There are often no readily ascertainable markeepror illiquid investments in our corporate pteaquity, real estate opportunity and
mezzanine funds. We determine the value of thesimvents of each of our corporate private equitgl, @state opportunity and mezzanine ft
on a quarterly basis based on the fair value dfl sosvestments. The fair value of investments obigorate private equity, real estate
opportunity or mezzanine fund is determined usinesal methodologies described in the investmemdguvaluation policies.

Investments for which market prices are not obddevare generally either private investments ingeity of operating companies or
real estate properties or investments in funds geshay others. Fair values of private investmergdatermined by reference to public mai
or private transactions or valuations for comparaampanies or assets in the relevant asset clems such amounts are available. Generally
these valuations are derived by multiplying keyf@enance metrics of the investee company or assgt, EBITDA) by the relevant valuation
multiple (e.g., price/equity ratio) observed formgmarable companies or transactions, adjusted byagement for differences between the
investment and the comparable referenced. Prinastments may also be valued at cost for a pefitiche after an acquisition as the best
indicator of fair value. If the fair value of pritginvestments held cannot be valued by referemobservable valuation measures for
comparable companies, then the primary analytieghod used to estimate the fair value of such feiravestments is the discounted cash
flow method. A sensitivity analysis is applied betestimated future cash flows using various faal@pending on the investment, including
assumed growth rates (in cash flows), capitalizatades (for determining terminal values) and appate discount rates to determine a range
of reasonable values. The valuation based on thesrdetermined to be the most probable is uséues®ir value of the investment.

The determination of fair value using these methagies takes into consideration a range of facioduding but not limited to the price
at which the investment was acquired, the natuteefnvestment, local market conditions, tradiagpres on public exchanges for comparable
securities, current and projected operating peréoree and financing transactions subsequent toctipgsation of the investment. These
valuation methodologies involve a significant degoé management judgment.

Because there is significant uncertainty in theigibn of, or in the stability of the value of dliid investments, the fair values of such
investments as reflected in an investment fundtsaaset value do not necessarily reflect the pticaswould actually be obtained by us on
behalf of the investment fund when such investmarggealized. Realizations at values significalatlyer than the values at which investmi
have been reflected in prior fund net asset valumsd result in losses for the applicable fundealiohe in asset management

21



Table of Contents

fees and the loss of potential carried interestinogntive fees. Changes in values attributed yesiments from quarter to quarter may result in
volatility in the net asset values and resultspgrations and cash flow that we report from petmgeriod. Also, a situation where asset values
turn out to be materially different than valuedeefied in prior fund net asset values could cangesitors to lose confidence in us, which would
in turn result in difficulty in raising addition&linds or redemptions from our hedge funds.

The historical returns attributable to our funds stuld not be considered as indicative of the futuesults of our funds or of our future
results or of any returns expected on an investmanbur common units.

The historical and potential future returns of itinestment funds that we manage are not direatkelil to returns on our common units.
Therefore, any continued positive performance efittvestment funds that we manage will not necégsasult in positive returns on an
investment in our common units. However, poor penance of the investment funds that we manage weaude a decline in our revenue
from such investment funds, and would thereforeshamegative effect on our performance and irikalihood the returns on an investment in
our common units.

Moreover, with respect to the historical return®of investment funds:

» the rates of returns of our carry funds reflecteatized gains as of the applicable measurementlidatenay never be realized, which n
adversely affect the ultimate value realized frowose fund’ investments

» inthe past few years, the rates of returns ofcouporate private equity and real estate oppontfaitds have been positively influenc
by a number of investments that experienced rapidsabstantial increases in value following theedain which those investments were
made, which may not occur with respect to futusegtments

» ourinvestment funds’ returns have benefited framestment opportunities and general market condittbat may not repeat themselves,
including favorable borrowing conditions in the tletarkets, and there can be no assurance thatuoent or future investment funds
will be able to avail themselves of comparable streent opportunities or market conditions; i

» the rates of return reflect our historical costisture, which may vary in the future due to varitagors enumerated elsewhere in-
report and other factors beyond our control, incigcthanges in law:

In addition, future returns will be affected by #gplicable risks described elsewhere in this FboAK, including risks of the industries
and businesses in which a particular fund invests.

Dependence on significant leverage in investmenysolir funds could adversely affect our ability talieve attractive rates of return ¢
those investments.

Many of our carry funds’ investments rely heavilythe use of leverage, and our ability to achigtraetive rates of return on
investments will depend on our continued abilitypteess sufficient sources of indebtedness atttearates. For example, in many private
equity investments, indebtedness may constitute @Oftore of a portfolio company’s or real estateetis total debt and equity capitalization,
including debt that may be incurred in connectidgthwthe investment. An increase in either the gahlewvels of interest rates or in the risk
spread demanded by sources of indebtedness wolklel imaore expensive to finance those investméntseases in interest rates could also
make it more difficult to locate and consummategte equity investments because other potentiatsyyncluding operating companies ac
as strategic buyers, may be able to bid for ant assehigher price due to a lower overall costagital. In addition, a portion of the
indebtedness used to finance private equity investsoften includes high-yield debt securitieséssin the capital markets. Availability of
capital from the high-yield debt markets is subjecsignificant volatility, and there may be timgken we might not be able to access those
markets at attractive rates, or at all, when cotiqglean investment. For instance, there has bétémdivailable financing at attractive rates
during the latter half of 2007 and 2008 to dateicliinas significantly reduced the ability of ourporate private equity and real estate
opportunity funds to consummate investments.
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Investments in highly leveraged entities are inhtlyanore sensitive to declines in revenues, ineesan expenses and interest rates and
adverse economic, market and industry developmeéhtsincurrence of a significant amount of indebtss by an entity could, among other
things:

* give rise to an obligation to make mandatory prepayts of debt using excess cash flow, which mighit the entity’s ability to respond
to changing industry conditions to the extent adddl cash is needed for the response, to makennet but necessary capital
expenditures or to take advantage of growth oppdiés;

« limit the entity’s ability to adjust to changing rkat conditions, thereby placing it at a compegitdisadvantage compared to its
competitors who have relatively less d¢

« limit the entity' s ability to engage in strategic acquisitions thaght be necessary to generate attractive returfgther growth; ant

« limit the entity’s ability to obtain additional fancing or increase the cost of obtaining such fiivay) including for capital expenditures,
working capital or general corporate purpo:

As a result, the risk of loss associated with @taged entity is generally greater than for comgmmiith comparatively less debt.

Our hedge funds, many of the hedge funds in whistfunds of hedge funds invest and our mezzanindg@and senior debt vehicles r
choose to use leverage as part of their respectiestment programs and regularly borrow a subistisartnount of their capital. The use of
leverage poses a significant degree of risk andmres the possibility of a significant loss in tiadue of the investment portfolio. The fund
may borrow money from time to time to purchasearrycsecurities. The interest expense and othés @osurred in connection with such
borrowing may not be recovered by appreciatiomégecurities purchased or carried, and will bed@nd the timing and magnitude of such
losses may be accelerated or exacerbated—in tim efsa decline in the market value of such sem#itGains realized with borrowed funds
may cause the fund’s net asset value to increasdaater rate than would be the case without bongs. However, if investment results fail to
cover the cost of borrowings, the fund’s net asafte could also decrease faster than if therebead no borrowings.

Increases in interest rates could also decreasethe of fixed-rate debt investments that our streent funds make.
Any of the foregoing circumstances could have aentadverse effect on our financial conditiorsulés of operations and cash flow.
The asset management business is intensely conipetit

The asset management business is intensely comggetiith competition based on a variety of factémnsluding investment performan
the quality of service provided to clients, braadagnition and business reputation. Our asset neamegt business competes with a number of
private equity funds, specialized investment furdgige funds, corporate buyers, traditional asseiagers, commercial banks, investment
banks and other financial institutions (includimyereign wealth funds). A number of factors seovatrease our competitive risks:

« anumber of our competitors in some of our busieessve greater financial, technical, marketing@her resources and more persot
than we do

» several of our competitors have recently raisedrerexpected to raise, significant amounts oftag@ind many of them have similar
investment objectives to ours, which may createtaaél competition for investment opportunitiesdamay reduce the size and duration
of pricing inefficiencies that many alternative @stment strategies seek to expl
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» some of these competitors may also have a loweroé@spital and access to funding sources thaharavailable to us, which m;
create competitive disadvantages for us with rdqpeiavestment opportunitie

» some of our competitors may have higher risk tolees, different risk assessments or lower retuestiolds, which could allow them to
consider a wider variety of investments and torb@e aggressively than us for investments that wetwo make

* our competitors that are corporate buyers may betatachieve synergistic cost savings in respeahanvestment, which may provide
them with a competitive advantage in bidding foliirarestment

» there are relatively few barriers to entry impedirggv investment funds, including a relatively lomstof entering these businesses,
the successful efforts of new entrants into ouroar lines of business, including major commerarad investment banks and other
financial institutions, have resulted in increasethpetition;

» some investors may prefer to invest with an investnmanager that is not publicly traded; i
« other industry participants will from time to tinseek to recruit our investment professionals ahdratmployees away from t

We may lose investment opportunities in the futtivee do not match investment prices, structurestenms offered by competitors.
Alternatively, we may experience decreased ratestafn and increased risks of loss if we matckegtment prices, structures and terms
offered by competitors. In addition, if interesteagwere to rise or there were to be a prolongdidiarket in equities, the attractiveness of our
investment funds relative to investments in otheestment products could decrease. This competitiessure could adversely affect our
ability to make successful investments and limit @hility to raise future investment funds, eitbémhich would adversely impact our
business, revenue, results of operations and ¢ash f

The due diligence process that we undertake in ceation with investments by our investment funds nmagt reveal all facts that may be
relevant in connection with an investment.

Before making investments in private equity andeoihvestments, we conduct due diligence that veerdeeasonable and appropriate
based on the facts and circumstances applicaldadio investment. When conducting due diligencemag be required to evaluate important
and complex business, financial, tax, accountingirenmental and legal issues. Outside consultéegs| advisors, accountants and investr
banks may be involved in the due diligence progessrying degrees depending on the type of investirNevertheless, when conducting due
diligence and making an assessment regarding astiment, we rely on the resources available tchakjding information provided by the
target of the investment and, in some circumstagrib&s-party investigations. The due diligencedstigation that we will carry out with
respect to any investment opportunity may not reeehighlight all relevant facts that may be nesseg or helpful in evaluating such
investment opportunity. Moreover, such an invesiigeawill not necessarily result in the investméeing successful.

Our asset management activities involve investmentselatively high-risk, illiquid assets, and weay fail to realize any profits from these
activities for a considerable period of time or lpsome or all of our principal investments.

Many of our investment funds invest in securitiegttare not publicly traded. In many cases, ouestment funds may be prohibited by
contract or by applicable securities laws fromisglsuch securities for a period of time. Our irtwgnt funds will generally not be able to sell
these securities publicly unless their sale issteged under applicable securities laws, or urdesaxemption from such registration is
available. The ability of many of our investmenndis, particularly our corporate private equity fantb dispose of investments is heavily
dependent on the public equity markets. For exantipdeability to realize any value from an investinemay depend upon the ability to
complete an initial public offering of the portfolcompany in which such investment is held. Evehéfsecurities are publicly traded, large
holdings of securities can often be disposed of omkr a substantial length of time, exposing theestment returns to risks of downward
movement in market prices during the intended digjpm period. Accordingly, under certain conditgmour investment funds may be force:
either sell securities at lower prices than they &gpected to realize or defer—potentially for asiderable period of
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time—sales that they had planned to make. We haderand expect to continue to make significantggad investments in our current and
future investment funds. Contributing capital tegh investment funds is risky, and we may lose samtige entire principal amount of our
investments.

We have engaged in large sized investments, whislolive certain complexities and risks that are r@tcountered in small and medium
sized investment:

Our corporate private equity and real estate furad® invested and plan to continue to invest iy lenge transactions. The substantial
size of these investments involves certain compxand risks that are not encountered in smadl-raedium-sized investments. For example,
larger transactions may be more difficult to finepand exiting larger deals may present challeimgesany cases. In addition, larger
transactions may entail greater scrutiny by regusatiabor unions and other third parties. Receltdlyor unions have been more active in
opposing certain larger investments by our corgopaivate equity funds and private equity firms gatly.

Larger transactions may be structured as “consurtransactions” due to the size of the investmadtthe amount of capital required to
be invested. A consortium transaction involves @uitg investment in which two or more private eguitms serve together or collectively as
equity sponsors. We have participated in a sigaificoumber of consortium transactions in recentsydae to the increased size of many of the
transactions in which we have been involved. Cdngartransactions generally entail a reduced levebntrol by Blackstone over the
investment because governance rights must be shaéttethe other private equity investors. Accordingve may not be able to control
decisions relating to the investment, includingisieas relating to the management and operaticghe@€ompany and the timing and nature of
any exit, which could result in the risks descrilie&—Our investment funds make investments in camgs that we do not control”.

Any of these factors could increase the risk thetlarger investments could be less successful.cbheequences to our investment funds
of an unsuccessful larger investment could be rmevere given the size of the investment.

Our investment funds make investments in compartiegt we do not control.

Investments by most of our investment funds witllide debt instruments and equity securities ofgamies that we do not control. Such
instruments and securities may be acquired byrogsitment funds through trading activities or tiglopurchases of securities from the issuer.
In addition, our corporate private equity and esthte opportunity funds may acquire minority egiriterests (particularly in consortium
transactions, as described in “—We have increagiagbaged in large-sized investments, which invokain complexities and risks that are
not encountered in small- and medium-sized investsipand may also dispose of a portion of theijarity equity investments in portfolio
companies over time in a manner that results inrhestment funds retaining a minority investmértose investments will be subject to the
risk that the company in which the investment islenenay make business, financial or managementidesigith which we do not agree or
that the majority stakeholders or the managemetito€ompany may take risks or otherwise act irmamer that does not serve our interests. If
any of the foregoing were to occur, the valueswéstments by our investment funds could decreed®ar financial condition, results of
operations and cash flow could suffer as a result.

We expect to make investments in companies thattaged outside of the United States, which may eepas to additional risks not typica
associated with investing in companies that are & the United States.

Many of our investment funds generally invest anigant portion of their assets in the equity, tfiétans or other securities of issuers
located outside the United States, and we expatiriternational investments will increase as gprton of certain of our funds’ portfolios in
the future. Investments in non-U.S. securities img@ertain factors not typically associated wiikigsting in U.S. securities, including risks
relating to:

» currency exchange matters, including fluctuatiansurrency exchange rates and costs associateaavitrersion of investment principal
and income from one currency into anott

» less developed or efficient financial markets thmthe United States, which may lead to potentiagdepvolatility and relative illiquidity
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» the absence of uniform accounting, auditing andrfaial reporting standards, practices and discboseguirements and less governrr
supervision and regulatio

» differences in the legal and regulatory environm
» political hostility to investments by foreign oriyate equity investors
* less publicly available information in respect ofrgpanies in nc-U.S. markets

» certain economic and political risks, including gratial exchange control regulations and restristion our no-U.S. investments ar
repatriation of profits on investments or of capiteested, the risks of political, economic or isbinstability, the possibility of
expropriation or confiscatory taxation and adversenomic and political developments; ¢

» the possible imposition of n-U.S. taxes or withholding on income and gains rectegyl with respect to such securiti

There can be no assurance that adverse developwigmtespect to such risks will not adversely effeur assets that are held in certain
countries or the returns from these assets.

Investments by our investment funds will in mostses rank junior to investments made by othe

In most cases, the companies in which our investiiuerls invest will have indebtedness or equityusiéies, or may be permitted to in
indebtedness or to issue equity securities, thm sanior to our investment. By their terms, sugdtruments may provide that their holders are
entitled to receive payments of dividends, inteoegtrincipal on or before the dates on which paytmare to be made in respect of our
investment. Also, in the event of insolvency, ldgation, dissolution, reorganization or bankruptéya @ompany in which an investment is
made, holders of securities ranking senior to nuestment would typically be entitled to receivgmpant in full before distributions could be
made in respect of our investment. After repayieigiar security holders, the company may not hayeramaining assets to use for repaying
amounts owed in respect of our investment. To kteng that any assets remain, holders of claimisrénk equally with our investment would
be entitled to share on an equal and ratable badistributions that are made out of those asgds®, during periods of financial distress or
following an insolvency, the ability of our investimt funds to influence a compasydffairs and to take actions to protect their gtnents ma'
be substantially less than that of the senior toesli

Third party investors in our investment funds hattee right to dissolve the investment funds and ist@'s in our hedge funds may redeem
their investments in our hedge funds. These evemtaild lead to a decrease in our revenues, whichlddoe substantial.

The governing agreements of all of our investmant$ (with the exception of our proprietary hedgreds and certain of our funds of
hedge funds) provide that, subject to certain diomth, third-party investors in those funds wilkveahe right to remove the general partner of
the fund or to accelerate the liquidation datehefinvestment fund without cause by a simple migjmate, resulting in a reduction in
management fees we would earn from such investfoads and a significant reduction in the amountwotdl carried interest and incentive
fees from those funds. Carried interest and ineerfées could be significantly reduced as a redfuur inability to maximize the value of
investments by an investment fund during the ligtith process. Finally, the applicable funds waédse to exist. In addition, the governing
agreements of our investment funds enable investdigse funds to vote to terminate the investnpeniod by a simple majority vote in
accordance with specified procedures or accelénatevithdrawal of their capital on an investor hyeéstor basis in the event certain “key
persons” in our investment funds (for example, ftBtephen A. Schwarzman and Hamilton E. Jam#éseiicase of our corporate private
equity funds) do not remain active managing thalfun addition to having a significant negative acpon our revenue, net income and cash
flow, the occurrence of such an event with respeeiny of our investment funds would likely redalsignificant reputational damage to us.

Investors in our hedge funds may also generallgeadtheir investments on an annual, semi-annuglarterly basis following the
expiration of a specified period of time when cabihay not be withdrawn (typically between one #mée years), subject to the applicable
fund’s specific redemption provisions. In a declmimarket,
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the pace of redemptions and consequent reductioariassets under management could acceleratel€ébhease in revenues that would result
from significant redemptions in our hedge fundslddwave a material adverse effect on our busiressnues, net income and cash flows.

In addition, because all of our investment fundsehadvisers that are registered under the Advisetr,sthe management agreements ¢
of our investment funds would be terminated upotieasignment,” without investor consent, of thegeeaments, which may be deemed to
occur in the event these advisers were to expeariarahange of control. We cannot be certain thageats required to assignments of our
investment management agreements will be obtafreedhiange of control occurs. In addition, withpest to our publicly traded closed-end
mutual funds, each investment fund’s investmentagament agreement must be approved annually independent members of such
investment fund’s board of directors and, in certses, by its stockholders, as required by lasmination of these agreements would cause
us to lose the fees we earn from such investmenuatsfu

Certain policies and procedures implemented to gitie potential conflicts of interest and addressteén regulatory requirements may
reduce the synergies across our various businesses.

Because of our various lines of asset managemeradvisory businesses, we will be subject to a rerrobactual and potential conflicts
of interest and subject to greater regulatory dgbtghan that to which we would otherwise be sabjewe had just one line of business. In
addressing these conflicts and regulatory requirgsngcross our various businesses, we have imptetheartain policies and procedures (for
example, information walls) that may reduce thatpassynergies that we cultivate across thesertassies. For example, we may come into
possession of material non-public information wibpect to issuers in which we may be considerialging an investment or issuers that are
our advisory clients. As a consequence, we mayéayrled from providing such information or othéeas to our other businesses that might
be of benefit to them.

Risk management activities may adversely affectitgeirn on our fund¢ investments.

When managing our exposure to market risks, we (mayur own behalf or on behalf of our funds) fréme to time use forward
contracts, options, swaps, caps, collars and floomirsue other strategies or use other form&n¥ative instruments to limit our exposure to
changes in the relative values of investmentsrtiat result from market developments, including ¢feanin prevailing interest rates, currency
exchange rates and commodity prices. The successydiedging or other derivative transactions gahyewill depend on our ability to
correctly predict market changes, the degree oktation between price movements of a derivatigriiment, the position being hedged, the
creditworthiness of the counterparty and otherdigctAs a result, while we may enter into a tratisadn order to reduce our exposure to
market risks, the transaction may result in pookarall investment performance than if it had neg¢ib executed. Such transactions may also
limit the opportunity for gain if the value of adged position increases.

Our real estate opportunity funds are subject teettisks inherent in the ownership and operation i&fal estate and the construction and
development of real estate.

Investments in our real estate opportunity fundkhe subject to the risks inherent in the owngrsdmd operation of real estate and real
estate related businesses and assets. Thesendhkdei those associated with the burdens of owiped$hieal property, general and local
economic conditions, changes in supply of and dehfiancompeting properties in an area (as a résulhstance of overbuilding), fluctuatiol
in the average occupancy and room rates for hobglgpties, the financial resources of tenants, gaain building, environmental and other
laws, energy and supply shortages, various unidsar@ninsurable risks, natural disasters, chaimggevernment regulations (such as rent
control), changes in real property tax rates, chang interest rates, the reduced availability oftgage funds which may render the sale or
refinancing of properties difficult or impracticablnegative developments in the economy that depragel activity, environmental liabilities,
contingent liabilities on disposition of assetsrdest attacks, war and other factors that areohdyour control. In addition, if our real estate
opportunity funds acquire direct or indirect intggein undeveloped land or underdeveloped realgotppwhich may often be non-income
producing, they will be subject to the risks nofdyalssociated with such assets and developmemitaedj including risks relating to the
availability and timely receipt of zoning and otlmegulatory or environmental approvals, the costtiamely completion of construction
(including risks beyond the control of our fund¢cklas weather or labor conditions or material stg®ws) and the availability of both
construction and permanent financing on favoradxms.
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Certain of our fund investments may be concentrafiactertain asset types or in a geographic regievhich could exacerbate any negative
performance of those funds to the extent those camitated investments perform poor!

The governing agreements of our investment fundsaiio only limited investment restrictions and olifgited requirements as to

diversification of fund investments, either by gesgghic region or asset type. For example, over 85%e investments of our real estate
opportunity funds are in office building and hatskets. During periods of difficult market condisoor slowdowns in these sectors, the
decreased revenues, difficulty in obtaining acted$sancing and increased funding costs experiggeour real estate opportunity funds may
be exacerbated by this concentration of investmertteh would result in lower investment returns dair real estate opportunity funds.

Our hedge fund investments are subject to numerawslitional risks.

Our hedge fund investments, including investmegtedr funds of hedge funds in other hedge fundssabject to numerous additional

risks, including the following:

Certain of the funds are newly established fundbaut any operating history or are managed by mamagt companies or gene
partners who do not have as significant track msas an independent manay

Certain of our funds invests in distressed issusssiers involved in bankruptcy or reorganizatiooceedings or issuers with we
financial conditions, poor operating results, sabsal financial needs, negative net worth andpacgl competitive problem

Generally, there are few limitations on the exemutif our hedge funds’ investment strategies, whighsubject to the sole discretion of
the management company or the general partnercbffsmds.

Hedge funds may engage in short selling, whicluigext to the theoretically unlimited risk of ldsscause there is no limit on how much
the price of a security may appreciate before tiwetgposition is closed out. A fund may be subjedbsses if a security lender demands
return of the lent securities and an alternativelieg source cannot be found or if the fund is ntlige unable to borrow securities that
necessary to hedge its positio

Hedge funds are exposed to the risk that a cowentigrprill not settle a transaction in accordancthits terms and conditions because of
a dispute over the terms of the contract (wheth@ob bona fide) or because of a credit or liqyigitoblem, thus causing the fund to
suffer a loss. Counterparty risk is accentuateaémtracts with longer maturities where events imssrvene to prevent settlement, or
where the fund has concentrated its transactiotisasingle or small group of counterparties. Galhgrhedge funds are not restricted
from dealing with any particular counterparty arfr concentrating any or all of their transactiorithwne counterparty. Moreover, the
funds’ internal consideration of the creditworttgeef their counterparties may prove insufficifiite absence of a regulated market to
facilitate settlement may increase the potentialdsses

Credit risk may arise through a default by oneesfesal large institutions that are dependent onasragher to meet their liquidity
operational needs, so that a default by one itistiticauses a series of defaults by the othertitigtns. This “systemic risk” may
adversely affect the financial intermediaries (sasttlearing agencies, clearing houses, bankstiestirms and exchanges) with which
the hedge funds interact on a daily bs

The efficacy of investment and trading strategiggeshd largely on the ability to establish and naman overall market position ir
combination of financial instruments. A hedge funttading orders may not be executed in a timetyefficient manner due to various
circumstances, including systems failures or huaraor. In such event, the funds might only be ablacquire some but not all of the
components of the position, or if the overall positwere to need adjustment, the funds might nathide to make such adjustment. As a
result, the funds would not be able to achieventheket position selected by the management compaggneral partner of such funds,
and might incur a loss in liquidating their positi
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* Hedge funds are subject to risks due to potenligliidity of assets. Hedge funds may make investimer hold trading positions
markets that are volatile and which may becomeguill. Timely divestiture or sale of trading positsocan be impaired by decreased
trading volume, increased price volatility, concated trading positions, limitations on the abilitytransfer positions in highly
specialized or structured transactions to whicly thay be a party, and changes in industry and govent regulations. It may be
impossible or costly for hedge funds to liquidatsifions rapidly in order to meet margin calls,hiiitawal requests or otherwise,
particularly if there are other market participasegking to dispose of similar assets at the sangedr the relevant market is otherwise
moving against a position or in the event of trgdialts or daily price movement limits on the mareotherwise. Moreover, these risks
may be exacerbated for our funds of hedge fundsekample, if one of our funds of hedge funds wervest a significant portion of i
assets in two or more hedge funds that each hqdidlpositions in the same issuer, the illiquidiigk for our funds of hedge funds would
be compoundec

* Hedge fund investments are subject to risks rejatirinvestments in commodities, futures, optioms ather derivatives, the prices

which are highly volatile and may be subject tottieoretically unlimited risk of loss in certaim@imstances, including if the fund wril
a call option. Price movements of commodities, festand options contracts and payments pursuamtdp agreements are influenced
by, among other things, interest rates, changipplguand demand relationships, trade, fiscal, memyeind exchange control programs
and policies of governments and national and iatgonal political and economic events and policidse value of futures, options and
swap agreements also depends upon the price obthemodities underlying them. In addition, hedgediirassets are subject to the risk
of the failure of any of the exchanges on whichrthesitions trade or of their clearinghouses arrderparties. Most U.S. commaodities
exchanges limit fluctuations in certain commoditierest prices during a single day by imposinglydaiice fluctuation limits” or “daily
limits,” the existence of which may reduce liquidity or effeely curtail trading in particular marke:

Risks Related to Our Financial Advisory Business
Financial advisory fees are not long-term contractsources of revenue and are not predictable.

The fees earned by our financial advisory busiaesgypically payable upon the successful comptetioa particular transaction or
restructuring. A decline in our financial advis@wygagements or the market for advisory serviceddraxversely affect our business. Our
financial advisory business operates in a highipgetitive environment where typically there ardarg-term contracted sources of revenue.
Each revenue generating engagement typically iaraggly solicited, awarded and negotiated. In &idiimany businesses do not routinely
engage in transactions requiring our services. éarsequence, our fee-paying engagements with lamts are not predictable and high
levels of financial advisory revenue in one quaater not necessarily predictive of continued higtels of financial advisory revenue in future
periods. In addition to the fact that most of dnafcial advisory engagements are single, non-rieguengagements, we lose clients each year
as a result of a client’s decision to retain offreancial advisors, the sale, merger or restruntudf a client, a change in a client’s senior
management and various other causes. As a regufipancial advisory revenue could decline mathridue to such changes in the volume,
nature and scope of our engagements.

The fees earned by Park Hill Group, our fund plaeeinbusiness, are generally payable upon the ssfatesibscription by an investor in
a client’s fund and/or the closing of that fund. the extent fewer assets are raised for fundsterdat by investors in alternative asset funds
declines, the fees earned by Park Hill Group wa@ddversely affected.

We face strong competition from other financial adery firms.

The financial advisory industry is intensely coniipet, and we expect it to remain so. We competéherbasis of a number of factors,
including the quality of our employees, transactaecution, our products and services, innovatiwhraputation and price. We have always
experienced intense competition over obtaining smyi mandates, and we may experience pricing presdu our financial advisory business
in the future as some
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of our competitors seek to obtain increased matkate by reducing fees. Our primary competitorsuinfinancial advisory business are large
financial institutions, many of which have far giggafinancial and other resources and much brogldsnt relationships than us and (unlike us)
have the ability to offer a wide range of produétsm loans, deposit taking and insurance to bragerand a wide range of investment banking
services, which may enhance their competitive posifThey also have the ability to support invesitrinking, including financial advisory
services, with commercial banking, insurance ahnemfinancial services revenue in an effort to gaarket share, which puts us at a
competitive disadvantage and could result in pggiressures that could materially adversely affectrevenue and profitability. In addition,
Park Hill Group operates in a highly competitiveyiemnment and the barriers to entry into the futatpment business are low.

Risks Related to Our Organizational Structure

Our common unitholders do not elect our general praer or vote on our general partner’s directors amgve limited ability to influence
decisions regarding our business.

Our general partner, Blackstone Group Managemeén€L,. which is owned by our senior managing direstavill manage all of our
operations and activities. Blackstone Group Managerh.L.C. has a board of directors that is resf@gor the oversight of our business and
operations. Our general partner’s board of direci®elected in accordance with its limited liglgicompany agreement, where our senior
managing directors have agreed that our foundeesskd. Schwarzman and Peterson (or, following thigidrawal, death or disability, the
remaining founder or any successor founder deséginay them), will have the power to appoint andaeethe directors of our general parti
Actions by our founders in this regard must be makéh such founders’ unanimous approval. Followihg withdrawal, death or disability of
our founders (and any successor founder), the pawegppoint and remove the directors of our gerngaeher will revert to the members of our
general partner (our senior managing directorsjihgla majority in interest in our general partner.

Our common unitholders do not elect our generahgaror its board of directors and, unlike the leoédof common stock in a corporati
have only limited voting rights on matters affegtiour business and therefore limited ability tduefce decisions regarding our business.
Furthermore, if our common unitholders are disfiatiswith the performance of our general partnieeythave little ability to remove our
general partner. Our general partner may not bevethunless that removal is approved by the voteeholders of not less than two-thirds of
the voting power of our outstanding common unitd special voting units (including common units @pecial voting units held by the general
partner and its affiliates) and we receive an apirof counsel regarding limited liability matteBlackstone Partners L.L.C., an entity wholly
owned by our senior managing directors, has 84.#fheovoting power of The Blackstone Group L.P.ited partners. Therefore, our senior
managing directors have the ability to remove ocklany removal of our general partner and thusrobmhe Blackstone Group L.P.

Blackstone personnel collectively own a controllimgterest in us and will be able to determine thetcome of those few matters that may
submitted for a vote of the limited partnel

Our senior managing directors generally have defitcvoting power to determine the outcome of thiese matters that may be submit
for a vote of the limited partners of the Blackstd@droup L.P., including any attempt to remove cemeagal partner.

30



Table of Contents

Our common unitholders’ voting rights are furthestricted by the provision in our partnership agreet stating that any common units
held by a person that beneficially owns 20% or naireny class of The Blackstone Group L.P. commuaitsithen outstanding (other than our
general partner and its affiliates, or a direcsalosequently approved transferee of our genertigraor its affiliates) cannot be voted on any
matter. In addition, our partnership agreementaiastprovisions limiting the ability of our commanitholders to call meetings or to acquire
information about our operations, as well as ofitevisions limiting the ability of our common unitlders to influence the manner or direction
of our management. Our partnership agreement alss ot restrict our general partner’s abilityaket actions that may result in our being
treated as an entity taxable as a corporation {8t téderal (and applicable state) income tax pepoFurthermore, the common unitholders
are not entitled to dissenters’ rights of appraisaler our partnership agreement or applicablevizeialaw in the event of a merger or
consolidation, a sale of substantially all of ossets or any other transaction or event. In additice have the right to acquire all our then-
outstanding common units if not more than 10% afaammon units are held by persons other than eneigl partner and its affiliates.

As a result of these matters and the provisioresmed to under “ —Our common unitholders do notteteir general partner or vote on
our general partner’s directors and have limiteititglo influence decisions regarding our busiriessir common unitholders may be deprived
of an opportunity to receive a premium for theimroon units in the future through a sale of The Bd&mne Group L.P., and the trading prices
of our common units may be adversely affected kyathisence or reduction of a takeover premium itréttng price.

We are a limited partnership and as a result falithhin exceptions from certain corporate governanaed other requirements under the
rules of the New York Stock Exchange.

We are a limited partnership and fall within exéeps from certain corporate governance and othgrirements of the rules of the New
York Stock Exchange. Pursuant to these exceptionised partnerships may elect not to comply widntain corporate governance
requirements of the New York Stock Exchange, inicigdhe requirements (1) that a majority of therdoaf directors of our general partner
consist of independent directors, (2) that we lmmeminating/corporate governance committee thediisposed entirely of independent
directors and (3) that we have a compensation ctteenihat is composed entirely of independent trscIn addition, we are not required to
hold annual meetings of our common unitholders.\Willecontinue to avail ourselves of these exceptiofhccordingly, common unitholders
generally do not have the same protections affordedjuityholders of entities that are subjectltofathe corporate governance requirements
of the New York Stock Exchange.

Potential conflicts of interest may arise among ogeneral partner, its affiliates and us. Our genéngartner and its affiliates have limite:
fiduciary duties to us and our common unitholdenshich may permit them to favor their own interedtsthe detriment of us and ot
common unitholders.

Conflicts of interest may arise among our geneaalner and its affiliates, on the one hand, andngsour common unitholders, on the
other hand. As a result of these conflicts, ouregaihpartner may favor its own interests and therasts of its affiliates over the interests of our
common unitholders. These conflicts include, amatgrs, the following:

» our general partner determines the amount andgimiour investments and dispositions, indebtedrissgances of additional
partnership interests and amounts of reserves,afaghich can affect the amount of cash that idslale for distribution to our common
unitholders;

» our general partner is allowed to take into accolb@tnterests of parties other than us in resgleionflicts of interest, which has the
effect of limiting its duties (including fiduciarguties) to our common unitholders. For example,sulsidiaries that serve as the general
partners of our investment funds have fiduciary emotractual obligations to the investors in thiagels and certain of our subsidiaries
engaged in our advisory business have contractuedsito their clients, as a result of which weetfo regularly take actions that might
adversely affect our ne-term results of operations or cash flc
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» because our senior managing directors hold theicltone Holdings Partnership Units directly ootlgh entities that are not subjec
corporate income taxation and The Blackstone GtoBpholds Blackstone Holdings Partnership Unitstigh wholly owned
subsidiaries, some of which are subject to corpdratome taxation, conflicts may arise betweensemior managing directors and The
Blackstone Group L.P. relating to the selection stndcturing of investment

» other than as set forth in the 1-competition and nc-solicitation agreements to which our senior mangdgiinectors are subject, whi
may not be enforceable, affiliates of our genesatneer and existing and former personnel employedus general partner are not
prohibited from engaging in other businesses avities, including those that might be in direchgoetition with us

» our general partner has limited its liability amdluced or eliminated its duties (including fidugiduties) under the partnership
agreement, while also restricting the remedieslavi@ to our common unitholders for actions thatheaut these limitations, might
constitute breaches of duty (including fiduciantyjuln addition, we have agreed to indemnify oangral partner and its affiliates to the
fullest extent permitted by law, except with reggeaconduct involving bad faith, fraud or willfadisconduct. By purchasing our comn
units, common unitholders will have agreed and eotexd to the provisions set forth in our partngrstgreement, including the
provisions regarding conflicts of interest situasdhat, in the absence of such provisions, mighstitute a breach of fiduciary or other
duties under applicable state e

» our partnership agreement does not restrict ouergépartner from causing us to pay it or its &ffés for any services rendered, or from
entering into additional contractual arrangemerith any of these entities on our behalf, so lonthasterms of any such additional
contractual arrangements are fair and reasonahle & determined under the partnership agree:

» our general partner determines how much debt wa iaigd that decision may adversely affect our ¢tmedings;
e our general partner determines which costs incumeitl and its affiliates are reimbursable by

» our general partner controls the enforcement dfebibns owed to us by it and its affiliates; ¢

» our general partner decides whether to retain sgpapunsel, accountants or others to performass\for us

See “Certain Relationships and Related Person &ctings” and “Conflicts of Interest and Fiduciargdponsibilities”.

Our partnership agreement contains provisions thratluce or eliminate duties (including fiduciary digs) of our general partner and limit
remedies available to common unitholders for actfothat might otherwise constitute a breach of dultywill be difficult for a common
unitholder to successfully challenge a resolutiofi@ conflict of interest by our general partner day its conflicts committee.

Our partnership agreement contains provisionswaate or consent to conduct by our general pamnerits affiliates that might
otherwise raise issues about compliance with fihycduties or applicable law. For example, ourmenghip agreement provides that when our
general partner is acting in its individual cappacits opposed to in its capacity as our generah@arit may act without any fiduciary
obligations to us or our common unitholders whatsoeWhen our general partner, in its capacityasgeneral partner, is permitted to or
required to make a decision in its “sole discrétion“discretion” or that it deems “necessary opegpriate” or “necessary or advisable,” then
our general partner is entitled to consider onlshsinterests and factors as it desires, includsgwn interests, and has no duty or obligation
(fiduciary or otherwise) to give any consideratiorany interest of or factors affecting us or amjited partners and will not be subject to any
different standards imposed by the partnershipeageat, the Delaware Limited Partnership Act or urathyy other law, rule or regulation or in
equity. These modifications of fiduciary duties axpressly permitted by Delaware law. Hence, weandommon unitholders only have
recourse and are able to seek remedies againgeaeral partner if our general partner breachesbiigations pursuant to our partnership
agreement. Unless our general partner breachebligations pursuant to our partnership agreenveatand our common unitholders do not
have any recourse against our general partnerieeen general partner were to act in a manner e inconsistent with traditional fiduciary
duties.
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Furthermore, even if there has been a breach afliligations set forth in our partnership agreemeut partnership agreement provides that
our general partner and its officers and direcémesnot liable to us or our common unitholdersdioors of judgment or for any acts or
omissions unless there has been a final and nosadgdge judgment by a court of competent jurisdittietermining that the general partner or
its officers and directors acted in bad faith ogaged in fraud or willful misconduct. These modifions are detrimental to the common
unitholders because they restrict the remediesablaito common unitholders for actions that withthwse limitations might constitute
breaches of duty (including fiduciary duty).

Whenever a potential conflict of interest existsAmen us and our general partner, our general gramiay resolve such conflict of
interest. If our general partner determines ttsatdasolution of the conflict of interest is on termo less favorable to us than those generally
being provided to or available from unrelated thgedties or is fair and reasonable to us, takihg &Tcount the totality of the relationships
between us and our general partner, then it wiptesumed that in making this determination, ounegal partner acted in good faith. A
common unitholder seeking to challenge this regmiubf the conflict of interest would bear the bemdbf overcoming such presumption. This
is different from the situation with Delaware corations, where a conflict resolution by an intezdsparty would be presumed to be unfair and
the interested party would have the burden of destnating that the resolution was fair.

Also, if our general partner obtains the appro¥dhe conflicts committee of our general partnke tesolution will be conclusively
deemed to be fair and reasonable to us and na&azlbby our general partner of any duties it mag twus or our common unitholders. This is
different from the situation with Delaware corpdoat, where a conflict resolution by a committeasisting solely of independent directors
may, in certain circumstances, merely shift thedbarof demonstrating unfairness to the plaintifin@non unitholders, in purchasing our
common units, are deemed as having consented frakesions set forth in the partnership agreemeotyuding provisions regarding conflicts
of interest situations that, in the absence of gurokisions, might be considered a breach of fidycor other duties under applicable state law.
As a result, common unitholders will, as a pradtimatter, not be able to successfully challengeformed decision by the conflicts
committee. See “Conflicts of Interest and FiduciBegsponsibilities”.

The control of our general partner may be transfed to a third party without common unitholder conse

Our general partner may transfer its general paiiterest to a third party in a merger or consatiimh without the consent of our
common unitholders. Furthermore, at any time, tleenimers of our general partner may sell or traredfer part of their limited liability
company interests in our general partner withoetapproval of the common unitholders, subject ttage restrictions as described elsewhe
this annual report. A new general partner may eowtling or able to form new investment funds aaild form funds that have investment
objectives and governing terms that differ matgritbm those of our current investment funds. Avr@vner could also have a different
investment philosophy, employ investment professi®mwho are less experienced, be unsuccessfuéitifging investment opportunities or
have a track record that is not as successful@kBlone’s track record. If any of the foregoingevi® occur, we could experience difficulty in
making new investments, and the value of our exgsitivestments, our business, our results of ojpeand our financial condition could
materially suffer.

We intend to pay regular distributions to our commannitholders, but our ability to do so may be litad by our holding partnership
structure, applicable provisions of Delaware lawdugontractual restrictions

We intend to pay cash distributions on a quarteasis. The Blackstone Group L.P. is a holding astnip and has no material assets
other than the ownership of the partnership uniBBlackstone Holdings held through wholly ownedsdiaries. The Blackstone Group L.P.
has no independent means of generating revenuerdingly, we intend to cause Blackstone Holdingmttke distributions to its partners,
including The Blackstone Group L.P.’s wholly-ownadbsidiaries, to fund any distributions The Blaokst Group L.P. may declare on the
common units. If Blackstone Holdings makes suctritistions, the limited partners of Blackstone Hofgk will be entitled to receive
equivalent distributions pro rata based on theitrgaship interests in Blackstone Holdings, exdbat The Blackstone Group L.P.’s wholly-
owned subsidiaries will be entitled to prioritycations of income through December 31, 2009.
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The declaration and payment of any future distidng are at the sole discretion of our generahgaytwhich may change our distributi
policy at any time. In exercising its discretiony general partner takes into account general en@mand business conditions, our strategic
plans and prospects, our business and investmeottopities, our financial condition and operatiegults, working capital requirements and
anticipated cash needs, contractual restrictiodsoffigations, including payment obligations pursu@a the tax receivable agreement and
restrictions pursuant to our revolving credit fagjllegal, tax and regulatory restrictions, regidns or other implications on the payment of
distributions by us to our common unitholders ooy subsidiaries to us and such other factorsiag@neral partner may deem relevant.
Under the Delaware Limited Partnership Act, we maymake a distribution to a partner if after th&tribution all our liabilities, other than
liabilities to partners on account of their parstep interests and liabilities for which the recsipf creditors is limited to specific property of
the partnership, would exceed the fair value ofamsets. If we were to make such an impermissibtelzlition, any limited partner who
received a distribution and knew at the time ofdistribution that the distribution was in violatiof the Delaware Limited Partnership Act
would be liable to us for the amount of the disitibn for three years. In addition, the terms of myolving credit facility require that the ratio
of recourse debt of the Blackstone Holdings pastnigs on a combined basis to partners’ capitah@Blackstone Holdings partnerships on a
combined basis be no greater than one to one, whéghprohibit us from making certain distributioSsibject to a notice period and a cure
period, distributions in violation of the termsair revolving credit facility would result in a defit under our revolving credit facility. In
addition, Blackstone Holdings’ cash flow from op@as may be insufficient to enable it to make fieggh minimum tax distributions to its
partners, in which case Blackstone Holdings mayetheaworrow funds or sell assets, and thus ouidityuand financial condition could be
materially adversely affected. Furthermore, by pgyiash distributions rather than investing thahda our businesses, we risk slowing the
pace of our growth, or not having a sufficient amtoof cash to fund our operations, new investmentsanticipated capital expenditures,
should the need arise.

We expect to record significant net losses for anmoer of years as a result of the amortization afife lived intangible assets and non-cash
equity based compensation.

As part of the reorganization related to our itipiablic offering we acquired interests in our mesis from our predecessor owners. This
transaction has been accounted for partially aarster of interests under common control and alfytas an acquisition of non-controlling
interests. We accounted for the acquisition ofrtbe-controlling interests using the purchase metifatcounting, and preliminarily reflected
the excess of the purchase price over the fairevaluhe tangible assets acquired and liabilitessiened as goodwill and other intangible assets
on our statement of financial condition. We haweorded $722.3 million of finite lived intangiblesets (in addition to approximately
$1.60 billion of goodwill). We anticipate amortigjithese finite lived intangibles over their estiethtiseful lives, which are expected to range
between three and ten years, using the straighatrtiathod. In addition, as part of the reorganiratRlackstone personnel received an
aggregate of 827,516,625 Blackstone Holdings Pestiie Units, of which 439,711,537 were unvestede §rant date fair value of the unves
Blackstone Holdings Partnership Units (which wa$)d8 being charged to expense as the Blackstotdings Partnership Units vest over the
assumed service periods, which range up to eigdrsyen a straight-line basis. The amortizatiothese finite lived intangible assets and of
this noneash equity based compensation will increase goerses substantially during the relevant periodss as a result, we expect to rec
significant net losses for a number of years.

We will be required to pay our senior managing diters for most of the benefits relating to any atidnal tax depreciation or amortization
deductions we may claim as a result of the tax sestep-up we received as part of the reorganizatimimplemented in connection with our
IPO or receive in connection with future exchange$ our common units and related transactior

As part of the reorganization we implemented innamtion with our IPO, we purchased interests inbuginess from our pre-IPO
owners. In addition, holders of partnership unit®lackstone Holdings (other than The BlackstoneuprL.P.’s wholly owned subsidiaries),
subject to the vesting and minimum retained owripndguirements and transfer restrictions set fortthe partnership agreements of the
Blackstone Holdings partnerships, may up to fomes each year (subject to the terms of the exchagigement) exchange their Blackstone
Holdings Partnership Units for The Blackstone Graup. common units on a one-for-one basis. A Blawkes Holdings limited partner must
exchange one partnership unit in each of the fileel&tone Holdings partnerships to effect an exghdor a common unit. The purchase and
subsequent exchanges are expected to result geses in the tax basis of the tangible and intdéangiisets of Blackstone Holdings that
otherwise would
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not have been available. These increases in tax ey increase (for tax purposes) depreciationagndrtization and therefore reduce the
amount of tax that The Blackstone Group LsRvholly owned subsidiaries that are taxable aparations for U.S. federal income tax purpo
which we refer to as the “corporate taxpayers,” Matherwise be required to pay in the future,@ligh the IRS may challenge all or part of
that tax basis increase, and a court could susteaih a challenge.

The corporate taxpayers have entered into a taivaae agreement with our senior managing dirscamid other pre-IPO owners that
provides for the payment by the corporate taxpatgetise counterpartiesf 85% of the amount of cash savings, if any, i6.Uederal, state al
local income tax or franchise tax that the corpwtakpayers actually realize as a result of theseases in tax basis and of certain other tax
benefits related to entering into the tax receigagreement, including tax benefits attributablpapments under the tax receivable agreement.
In addition, additional tax receivable agreemeiagehbeen executed, and will continue to be executitd newly admitted Blackstone senior
managing directors and certain others who acquaek8tone Holdings Partnership Units. This paynodatigation is an obligation of the
corporate taxpayers and not of Blackstone Holdikigisile the actual increase in tax basis, as wethasamount and timing of any payments
under this agreement, will vary depending uponmaler of factors, including the timing of exchangée, price of our common units at the
time of the exchange, the extent to which such amghs are taxable and the amount and timing oihcome, we expect that as a result of the
size of the increases in the tax basis of the l@gind intangible assets of Blackstone Holdings payments that we may make under the tax
receivable agreements will be substantial. The maysunder a tax receivable agreement are nottimmelil upon a tax receivable agreement
counterparty’s continued ownership of us. We masdn® incur debt to finance payments under thedagivable agreement to the extent our
cash resources are insufficient to meet our obtigatunder the tax receivable agreements as & dgirhing discrepancies or otherwise.

Although we are not aware of any issue that woalase the IRS to challenge a tax basis increas¢gtheceivable agreement
counterparties will not reimburse us for any paytegmeviously made under the tax receivable agraeme a result, in certain circumstances
payments to the counterparties’ under the tax vabéé agreement could be in excess of the corptagpayers’ actual cash tax savings. The
corporate taxpayers’ ability to achieve benefitsrfrany tax basis increase, and the payments tcable omder the tax receivable agreements,
will depend upon a number of factors, as discuabede, including the timing and amount of our fetimcome.

If The Blackstone Group L.P. were deemed “investment company” under the 1940 Act, applicabkstrictions could make it impractical
for us to continue our business as contemplated adild have a material adverse effect on our busiss

A person will generally be deemed to be an “investhicompany” for purposes of the 1940 Act if: ga}ior holds itself out as being
engaged primarily, or proposes to engage primadrilthe business of investing, reinvesting or tngdin securities; or (b) absent an applicable
exemption, it owns or proposes to acquire investraecurities having a value exceeding 40% of theevef its total assets (exclusive of U.S.
government securities and cash items) on an untdated basis. We believe that we are engaged pilima the business of providing asset
management and financial advisory services andéhrtbe business of investing, reinvesting or trgdimsecurities. We also believe that the
primary source of income from each of our busingés@roperly characterized as income earned ihange for the provision of services. We
hold ourselves out as an asset management anditshadvisory firm and do not propose to engagmarily in the business of investing,
reinvesting or trading in securities. Accordinglye do not believe that The Blackstone Group L.RniSorthodox” investment company as
defined in section 3(a)(1)(A) of the 1940 Act arebcribed in clause (a) in the first sentence &f plairagraph. Furthermore, The Blackstone
Group L.P. does not have any material assets titaarits equity interests in certain wholly ownedsidiaries, which in turn will have no
material assets (other than intercompany debt) oltta® general partner interests in the Blackstéolelings partnerships. These wholly owned
subsidiaries are the sole general partners of thekBtone Holdings partnerships and are vestedallitnanagement and control over the
Blackstone Holdings partnerships. We do not belibeeequity interests of The Blackstone Group infts wholly owned subsidiaries or the
general partner interests of these wholly ownedislidries in the Blackstone Holdings partnershigsimavestment securities. Moreover,
because we believe that the capital interestseofémeral partners of our funds in their respedtinels are neither securities nor investment
securities, we believe that less than 40% of Ttez&tone Group L.Fs’total assets (exclusive of U.S. government séesidnd cash items)
an unconsolidated basis are comprised of assdtsdhlal be considered investment securities. Adogiyg, we do not believe The Blackstone
Group L.P. is an inadvertent investment companyitiye of the 40% test in section
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3(a)(1)(C) of the 1940 Act as described in the sddaullet point above. In addition, we believe Biackstone Group L.P. is not an investment
company under section 3(b)(1) of the 1940 Act beeatis primarily engaged in a non-investment canypbusiness.

The 1940 Act and the rules thereunder contain léetaarameters for the organization and operationvestment companies. Among
other things, the 1940 Act and the rules thereutihétr or prohibit transactions with affiliates, pose limitations on the issuance of debt and
equity securities, generally prohibit the issuaoteptions and impose certain governance requirén¥vie intend to conduct our operations so
that The Blackstone Group L.P. will not be deentellé an investment company under the 1940 Achyfrang were to happen which would
cause The Blackstone Group L.P. to be deemed &m lievestment company under the 1940 Act, requingsrienposed by the 1940 Act,
including limitations on our capital structure, l#hito transact business with affiliates (inclugins) and ability to compensate key employees,
could make it impractical for us to continue ousimess as currently conducted, impair the agreesraamt arrangements between and among
The Blackstone Group L.P., Blackstone Holdings emdsenior managing directors, or any combinatierdof, and materially adversely aff
our business, financial condition and results afraions. In addition, we may be required to lithé amount of investments that we make as a
principal or otherwise conduct our business in amea that does not subject us to the registratiwhather requirements of the 1940 Act.

Risks Related to Our Common Units
Our common unit price may decline due to the largember of common units eligible for future sale arfdr exchange.

The market price of our common units could decéiee result of sales of a large number of commadts imthe market in the future or
the perception that such sales could occur. Thadse,or the possibility that these sales may gaiso might make it more difficult for us to
sell common units in the future at a time and ptiee that we deem appropriate. We have a totabgf688,172 voting common units
outstanding as of March 6, 2008. Subject to th&-lge restrictions described below, we may issuesalidn the future additional common
units. Limited partners of Blackstone Holdings camaggregate of 826,765,697 Blackstone HoldingsBi&hip Units outstanding as of
March 6, 2008. In connection with our initial pubtffering, we entered into an exchange agreeméhthelders of Blackstone Holdings
Partnership Units (other than The Blackstone Gila#p's wholly owned subsidiaries) so that these holdrrisject to the vesting and minimt
retained ownership requirements and transfer otistns set forth in the partnership agreements@Blackstone Holdings partnerships, ma
to four times each year (subject to the terms efethchange agreement) exchange their Blackstordirdsl Partnership Units for The
Blackstone Group L.P. common units on a one-for{mems, subject to customary conversion rate adjsts for splits, unit distributions and
reclassifications. A Blackstone Holdings limitedtp@r must exchange one partnership unit in eatheofive Blackstone Holdings partnerst
to effect an exchange for a common unit. The comomits we issue upon such exchanges would be ige=irsecurities,” as defined in Rule
144 under the Securities Act, unless we registeln &suances. However, we have entered into atratyis rights agreement with the limited
partners of Blackstone Holdings that would requisgo register these common units under the SeuAct. See “Item 15. Certain
Relationships and Related Transactions and Diréotiependence—Registration Rights Agreement”. Whigepartnership agreements of the
Blackstone Holdings partnerships and related ageeésrcontractually restrict the ability of Blacks¢éopersonnel to transfer the Blackstone
Holdings Partnership Units or The Blackstone Grbu. common units they hold and require that theyntain a minimum amount of equity
ownership during their employ by us, these contr@gprovisions may lapse over time or be waiveddified or amended at any time.

In addition, in June 2007, we entered into an agsx# with Beijing Wonderful Investments, an investrhvehicle established and
controlled by The People’s Republic of China, parguo which we sold to it 101,334,234 non-votingnenon units for $3.00 billion at a
purchase price per common unit of $29.605. Bejanderful Investments will be able to sell thesenown units subject to certain transfer
restrictions. We have agreed to provide the BeljMonderful Investments with registration rightsffect certain sales.

Under our 2007 Equity Incentive Plan, we had grai®,538,443 outstanding deferred restricted comuamits and 1,741,423
outstanding deferred restricted Blackstone HoldiRgenership Units, which are subject to specifiesting requirements, to our non-senior
managing director professionals and senior manadjiegtors, respectively, as of March 6, 2008.
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The aggregate number of common units and Blackdttmbdings Partnership Units covered by our 2007iggdacentive Plan is increased on
the first day of each fiscal year during its teryndbnumber of units equal to the positive differi€any, of (a) 15% of the aggregate number
of common units and Blackstone Holdings Partnerthifts outstanding on the last day of the immediigteeceding fiscal year (excluding
Blackstone Holdings Partnership Units held by ThecBstone Group L.P. or its wholly-owned subsidiayiminus (b) the aggregate number of
common units and Blackstone Holdings Partnershipsléovered by our 2007 Equity Incentive Plan aswih date (unless the administrato
the 2007 Equity Incentive Plan should decide todase the number of common units and Blackstondiktygd Partnership Units covered by
plan by a lesser amount). An aggregate of 161,382a@ditional common units and Blackstone HoldiRgstnership Units were available for
grant under our 2007 Equity Incentive Plan as ofdl&, 2008. We have filed a registration statenaewitintend to file additional registration
statements on Form S-8 under the Securities Agdister common units covered by our 2007 Equitgitive Plan (including pursuant to
automatic annual increases). Any such Form S-&fmregiion statement will automatically become effectipon filing. Accordingly, common
units registered under such registration statemwéhbe available for sale in the open market.

In addition, our partnership agreement authorize®ussue an unlimited number of additional paghip securities and options, rights,
warrants and appreciation rights relating to pasni@ securities for the consideration and on ¢énms$ and conditions established by our
general partner in its sole discretion without &ipproval of any limited partners. In accordancéwlie Delaware Limited Partnership Act and
the provisions of our partnership agreement, we atsy issue additional partnership interests thaetcertain designations, preferences, ri
powers and duties that are different from, and begenior to, those applicable to common unitsil&ily, the Blackstone Holdings
partnership agreements authorize the wholly owniegidiaries of The Blackstone Group L.P. whichthegeneral partners of those
partnerships to issue an unlimited number of aoldl#ti partnership securities of the Blackstone Hajdipartnerships with such designations,
preferences, rights, powers and duties that aferdiit from, and may be senior to, those applicabtee Blackstone Holdings partnerships
units, and which may be exchangeable for our comumits.

The market price of our common units may be volatilvhich could cause the value of your investmemtiecline.

Securities markets worldwide experience signifigaite and volume fluctuations. This market voigtilas well as general economic,
market or political conditions, could reduce therke&price of common units in spite of our opergtperformance. In addition, our operating
results could be below the expectations of pubbekat analysts and investors, and in response #énkanprice of our common units could
decrease significantly. You may be unable to rgamil common units at or above the price you paidHem.

Risks Related to United States Taxation

Our structure involves complex provisions of U.8deral income tax law for which no clear precedemtauthority may be available. Our
structure also is subject to potential legislatiyadicial or administrative change and differing terpretations, possibly on a retroactive ba:

The U.S. federal income tax treatment of commothatders depends in some instances on determisadiofact and interpretations of
complex provisions of U.S. federal income tax l@mwhich no clear precedent or authority may bélalvke. The U.S. federal income tax ru
are constantly under review by persons involvetthénlegislative process, the U.S. Internal Reve3emice, or “IRS,” and the U.S. Treasury
Department, frequently resulting in revised intetptions of established concepts, statutory chamgeisions to regulations and other
modifications and interpretations. The IRS payselattention to the proper application of tax lawpartnerships. The present U.S. federal
income tax treatment of an investment in our commngits may be modified by administrative, legislator judicial interpretation at any time,
and any such action may affect investments and doments previously made. Changes to the U.S. féderame tax laws and interpretations
thereof could make it more difficult or impossilitemeet the exception for us to be treated astagrahip for U.S. federal income tax purpc
that is not taxable as a corporation (referredstthe “Qualifying Income Exception”), affect or c&uus to change our investments and
commitments, affect the tax considerations of aestment in us, change the character or treatnigudrons of our income (including, for
instance, the treatment of carried interest aargliincome rather than capital gain) and adverafgct an investment in our common units.
For example, as discussed above under “—Membeatedinited States Congress have introduced lemisl#tat would, if enacted, preclude
us from qualifying for treatment as a partnersbipl.S. federal income tax purposes or otherwisgeegse our tax
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liability. If this or any similar legislation or gailation were to be enacted and to apply to usyandd incur a material increase in our tax
liability that could result in a reduction in thalue of our common units”, various legislative prsgls have been introduced in Congress to
treat all or part of the capital gain and dividémcbome that is recognized by an investment partmemsnd allocable to a partner affiliated with
the sponsor of the partnership (i.e., a portiothefcarried interest) as ordinary income to suctpafor U.S. federal income tax purposes.

Our organizational documents and governing agre&parmit our general partner to modify our ameraiedi restated limited
partnership agreement from time to time, withoet tbnsent of the common unitholders, to addresaineshanges in U.S. federal income tax
regulations, legislation or interpretation. In soareumstances, such revisions could have a mhsatigerse impact on some or all common
unitholders. Moreover, we will apply certain asstioms and conventions in an attempt to comply \&jbiplicable rules and to report income,
gain, deduction, loss and credit to common uniteiddn a manner that reflects such common unitheldeneficial ownership of partnership
items, taking into account variation in unitholdevnership interests during each taxable year becaiusading activity. More specifically, our
allocations of items of taxable income and lossveen transferors and transferees of our unitsheilletermined annually, will be prorated on
a monthly basis and will be subsequently apporticem@ong the unit holders in proportion to the nundfeinits owned by each of them
determined as of the opening of trading of oursuaii the New York Stock Exchange on the first bessnday of every month. As a result, a
unitholder transferring units may by allocated im&y gain, loss and deduction realized after the datransfer. However, those assumptions
and conventions may not be in compliance with gilects of applicable tax requirements. It is pdeghmt the IRS will assert successfully that
the conventions and assumptions used by us datistysthe technical requirements of the Internav&ue Code and/or Treasury regulations
and could require that items of income, gain, déduos, loss or credit, including interest deducsiobe adjusted, reallocated or disallowed in a
manner that adversely affects common unitholders.

If we were treated as a corporation for U.S. fedkirecome tax or state tax purposes, then our dibtriions to our common unitholders wou
be substantially reduced and the value of our commamits would be adversely affected.

The value of our common units depends largely arbeing treated as a partnership for U.S. fedeme tax purposes, which requires
that 90% or more of our gross income for every léxgear consist of qualifying income, as define@ection 7704 of the Internal Revenue
Code and that The Blackstone Group L.P. not bestexgid under the 1940 Act. Qualifying income gelhemacludes dividends, interest, capi
gains from the sale or other disposition of staahd securities and certain other forms of investrimaome. We may not meet these
requirements or current law may change so as teecaul either event, us to be treated as a coiporfdr U.S. federal income tax purposes or
otherwise subject to U.S. federal income tax. Meegpthe anticipated after-tax benefit of an inu@tt in our common units depends largely
on our being treated as a partnership for U.S ré#decome tax purposes. We have not requesteddambt plan to request, a ruling from the
IRS on this or any other matter affecting us.

If we were treated as a corporation for U.S. felde@me tax purposes, we would pay U.S. federediime tax on our taxable income at
the corporate tax rate. Distributions to our commpitholders would generally be taxed again asamae distributions, and no income, gains,
losses, deductions or credits would flow througlida. Because a tax would be imposed upon us agparation, our distributions to our
common unitholders would be substantially redutikdly causing a substantial reduction in the vadfieur common units.

Current law may change, causing us to be treatedcasporation for U.S. federal or state incomepasposes or otherwise subjecting us
to entity level taxation. See “—Members of the @ditStates Congress have introduced legislationitbald, if enacted, preclude us from
qualifying for treatment as a partnership for Uegleral income tax purposes or otherwise increas¢ax liability. If this or any similar
legislation or regulation were to be enacted anapigly to us, we would incur a material increaseuntax liability that could result in a
reduction in the value of our common units”. Foamwle, because of widespread state budget defieitgral states are evaluating ways to
subject partnerships to entity level taxation tiglothe imposition of state income, franchise oeoforms of taxation. If any state were to
impose a tax upon us as an entity, our distribgtimnour common unitholders would be reduced.
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Our common unitholders may be subject to U.S. feléncome tax on their share of our taxable inconmegardless of whether they receive
any cash dividends from us.

As long as 90% of our gross income for each taxgdée constitutes qualifying income as definedéct®n 7704 of the Internal Rever
Code and we are not required to register as arsimant company under the 1940 Act on a continuagish we will be treated, for U.S. federal
income tax purposes, as a partnership and not assaciation or a publicly traded partnership téxals a corporation. As a result, our comi
unitholders may be subject to U.S. federal, stats| and possibly, in some cases, foreign inccamation on their allocable share of our items
of income, gain, loss, deduction and credit (ingigdbur allocable share of those items of any gimitwhich we invest that is treated as a
partnership or is otherwise subject to tax on & filorough basis) for each of our taxable yearsrendiith or within your taxable year,
regardless of whether or not a common unitholdegives cash dividends from us. See “Material Ueklefal Tax Considerations”.

Our common unitholders may not receive cash divdidesqual to their allocable share of our net taxaiiiome or even the tax liability
that results from that income. In addition, certafirour holdings, including holdings, if any, irCantrolled Foreign Corporation, or “CFCGahd
a Passive Foreign Investment Company, or “PFICy praduce taxable income prior to the receipt ahceelating to such income, and
common unitholders that are U.S. taxpayers wiltdgpiired to take such income into account in det@ng their taxable income. In the event
of an inadvertent termination of our partnershiiws for which the IRS has granted us limited fedach holder of our common units may be
obligated to make such adjustments as the IRS s@yine to maintain our status as a partnershiph &dgistments may require persons
holding our common units to recognize additionabants in income during the years in which they rsldh units.

The Blackstone Group L.Ps interest in certain of our businesses are heldahgh Blackstone Holdings I/ll GP Inc. or Blackstoa Holdings
V GP L.P., which are treated as corporations for3J federal income tax purposes; such corporationaynbe liable for significant taxes and
may create other adverse tax consequences, whichdcpotentially adversely affect the value of yomwvestment.

In light of the publicly traded partnership rulesder U.S. federal income tax law and other requéneisy The Blackstone Group L.P.
holds its interest in certain of our businessesugh Blackstone Holdings I/ll GP Inc. or Blackstdteldings V GP L.P., which are treated as
corporations for U.S. federal income tax purpoBash such corporation could be liable for significd.S. federal income taxes and applic:
state, local and other taxes that would not othewie incurred, which could adversely affect tHaevaf our common units.

Complying with certain tax-related requirements maguse us to invest through foreign or domestic porations subject to corporate
income tax or enter into acquisitions, borrowingf&ancings or arrangements we may not have othemventered into.

In order for us to be treated as a partnershifJf&r. federal income tax purposes and not as ariasism or publicly traded partnership
taxable as a corporation, we must meet the Quatjfiicome Exception discussed above on a contirbéisgs and we must not be required to
register as an investment company under the 1940m\order to effect such treatment, we (or ossdiaries) may be required to invest
through foreign or domestic corporations subjeatdporate income tax, or enter into acquisitidosrowings, financings or other transactions
we may not have otherwise entered into. This magely affect our ability to operate solely to rimaize our cash flow.

Tax gain or loss on disposition of our common unitsuld be more or less than expected.

If a holder of our common units sells the commoitsuib holds, it will recognize a gain or loss ebtathe difference between the amount
realized and the adjusted tax basis in those comunits. Prior distributions to such common unitreslth excess of the total net taxable
income allocated to such common unitholder, whiebrdased the tax basis in its common units, wilffact become taxable income to such
common unitholder if the common units are sold ptiee greater than such common unitholder’s tesishia those common units, even if the
price is less than the original cost. A portiortted amount realized, whether or not representimg, gaay be ordinary income to such common
unitholder.
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If we were not to make, or cause to be made, areotlise available election under Section 754 of théernal Revenue Code to adjust ol
asset basis or the asset basis of certain of thecB$tone Holdings partnerships, a holder of commenits could be allocated more taxable
income in respect of those common units prior t@pdsition than if such an election were made.

We currently do not intend to make, or cause tmbéde, an election to adjust asset basis undero®etii4 of the Internal Revenue Code
with respect to us, Blackstone Holdings III L.Plagkstone Holdings IV L.P. or Blackstone Holding4.\P. If no such election is made, there
will generally be no adjustment to the basis ofdksets of Blackstone Holdings Il L.P., Blackstétwdings IV L.P. or Blackstone Holdings
L.P. upon our acquisition of interests in Blackgtd#oldings Il L.P., Blackstone Holdings IV L.P. Blackstone Holdings V L.P. in connection
with our initial public offering, or to our assaisto the assets of Blackstone Holdings Ill L.Hgd&stone Holdings IV L.P. or Blackstone
Holdings V L.P. upon a subsequent transferee’siaitgun of common units from a prior holder of sumbmmon units, even if the purchase
price for those interests or units, as applicablgreater than the share of the aggregate tax bésur assets or the assets of Blackstone
Holdings IlI L.P., Blackstone Holdings IV L.P. ofdkstone Holdings V L.P. attributable to thosefasts or units immediately prior to the
acquisition. Consequently, upon a sale of an d&ssas, Blackstone Holdings Il L.P., Blackstone #iabs IV L.P. or Blackstone Holdings V
L.P., gain allocable to a holder of common unitaldanclude built-in gain in the asset existingted time we acquired those interests, or such
holder acquired such units, which built-in gain Wbatherwise generally be eliminated if a Sectiéd @lection had been made.

Common unitholders may be subject to U.S. federsldme tax on their share of our taxable income, egdless of whether you receive any
cash dividends from us.

As long as 90% of our gross income for each taxgdée constitutes qualifying income as definedéct®n 7704 of the Internal Rever
Code and we are not required to register as arsimant company under the 1940 Act on a continuagish we will be treated, for U.S. federal
income tax purposes, as a partnership and not assaciation or a publicly traded partnership téxals a corporation. As a result, common
unitholders may be subject to U.S. federal, statsl and possibly, in some cases, foreign incamation on a common unitholder’s allocable
share of our items of income, gain, loss, dedudiath credit (including our allocable share of thibems of any entity in which we invest the
treated as a partnership or is otherwise subjetetxton a flow through basis) for each of our tdgatears ending with or within your taxable
year, regardless of whether or not a common unitdioeceives cash dividends from us. “Material U.S. Federal Tax Considerations”.

Common unitholders may not receive cash dividengskto their allocable share of our net taxabt®ine or even the tax liability that
results from that income. In addition, certain af boldings, including holdings, if any, in a Casited Foreign Corporation, or “CFC,” and a
Passive Foreign Investment Company, or “PFIC,” m@aduce taxable income prior to the receipt of aa#dting to such income, and common
unitholders that are U.S. taxpayers will be requietake such income into account in determinirarttaxable income. In the event of an
inadvertent termination of our partnership statursafhich the IRS has granted us limited relief,reholder of our common units may be
obligated to make such adjustments as the IRS egujire to maintain our status as a partnershiph &dfustments may require persons
holding our common units to recognize additionabants in income during the years in which they rsldh units.

Non-U.S. persons face unique U.S. tax issues from awgncommon units that may result in adverse tax ceqaences to them.

In light of our investment activities, we will beetited as engaged in a U.S. trade or business $orféteral income tax purposes, which
may cause some portion of our income to be treadesffectively connected income with respect to-bo®. holders, or “ECI.” Moreover,
dividends paid by an investment that we make ipah estate investment trust, or “REIT,” that atelaitable to gains from the sale of U.S. real
property interests and sales of certain investmieritgerests in U.S. real property, including $tof certain U.S. corporations owning
significant U.S. real property, may be treated @s \Eith respect to non-U.S. holders. In additioartain income of non-U.S. holders from U.S.
sources not connected to any such U.S. trade amdmssconducted by us could be treated as ECh& esttent our income is treated as ECI,
non-U.S. holders generally would be subject to atting tax on their allocable shares of such inepwiould be required to file a U.S. federal
income tax return for such year reporting theio@dble shares of income effectively connected wiitth trade or business and any other
income treated as ECI, and would be subject to fédral income tax at regular U.S. tax rates gnsarch income (state and local income
taxes and filings may
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also apply in that event). Non-U.S. holders that@rporations may also be subject to a 30% brprafits tax on their allocable share of such
income. In addition, certain income from U.S. sesrthat is not ECI allocable to non-U.S. holdery mareduced by withholding taxes
imposed at the highest effective applicable tag.rat

Tax-exempt entities face unique tax issues from dgmgncommon units that may result in adverse tax a@guences to them.

In light of our investment activities, we will beetited as deriving income that constitutes “uneeldtusiness taxable income,” or “UBTI.”
Consequently, a holder of common units that isxeeseempt organization may be subject to “unreldtesiness income tax” to the extent that
its allocable share of our income consists of UBVtax-exempt partner of a partnership could batee as earning UBTI if the partnership
regularly engages in a trade or business thatrislated to the exempt function of the tax-exemptra, if the partnership derives income from
debt-financed property or if the partnership ins¢ftself is debt-financed.

We cannot match transferors and transferees of coomunits, and we have therefore adopted certaindnte tax accounting positions that
may not conform with all aspects of applicable teequirements. The IRS may challenge this treatmentich could adversely affect the
value of our common units.

Because we cannot match transferors and transfefeesnmon units, we have adopted depreciation razation and other tax
accounting positions that may not conform withaalbects of existing Treasury regulations. A sudaeHRS challenge to those positions could
adversely affect the amount of tax benefits avélat our common unitholders. It also could affét timing of these tax benefits or the
amount of gain on the sale of common units anddchale a negative impact on the value of our comuamits or result in audits of and
adjustments to our common unitholders’ tax returns.

The sale or exchange of 50% or more of our capitdlprofit interests will result in the terminatiohour partnership for U.S. federal
income tax purposes. We will be considered to Hmen terminated for U.S. federal income tax purpdsthere is a sale or exchange of 50%
or more of the total interests in our capital anofigs within a 12month period. Our termination would, among othéndh, result in the closir
of our taxable year for all common unitholders andld result in a deferral of depreciation deduttiallowable in computing our taxable
income.

Common unitholders will be subject to state andabtaxes and return filing requirements as a reswf investing in our common units.

In addition to U.S. federal income taxes, our commnitholders are subject to other taxes, includitage and local taxes, unincorporated
business taxes and estate, inheritance or intantzikes that are imposed by the various jurisdistio which we do business or own property
now or in the future, even if our common unithokldo not reside in any of those jurisdictions. @ummon unitholders are likely to be
required to file state and local income tax retwand pay state and local income taxes in somd of Hiese jurisdictions. Further, common
unitholders may be subject to penalties for failareomply with those requirements. It is the rewioility of each common unitholder to file
all U.S. federal, state and local tax returns thay be required of such common unitholder. Our selhas not rendered an opinion on the :
or local tax consequences of an investment in oormaon units.

We do not expect to be able to furnish to each hoiter specific tax information within 90 days aft¢he close of each calendar year, which
means that holders of common units who are U.S.gayers should anticipate the need to file annuadiyequest for an extension of the due
date of their income tax return.

It will most likely require longer than 90 dayseafthe end of our fiscal year to obtain the reqaisiformation from all lower-tier entities
so that K-1s may be prepared for the Partnershuipthis reason, holders of common units who are tdpayers should anticipate the need to
file annually with the IRS (and certain statesgquest for an extension past April 15 or the otlimxapplicable due date of their income tax
return for the taxable year.
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ITEM 1B. UNRESOLVED STAFF COMMENTS
Not applicable.

ITEM 2. PROPERTIES

Our principal executive offices are located in &ghsffice space at 345 Park Avenue, New York, NewkYWe also lease the space for
our offices in Atlanta, Boston, Chicago, Dallassléngeles, San Francisco, London, Paris, Mumbdiyd@nd Hong Kong. GSO Capital
Partners LP leases other office space in New YNeky York and additional office space in Los Angeldsuston and London. We do not own
any real property. We consider these facilitiebeacsuitable and adequate for the management amdtigms of our business.

ITEM 3. LEGAL PROCEEDINGS

We may from time to time be involved in litigatiamd claims incidental to the conduct of our bussn€aur businesses are also subject to
extensive regulation, which may result in regulataroceedings against us.

In December 2007, a purported class of shareholdgrsblic companies acquired by one or more pe\etuity firms filed a lawsuit
against sixteen private equity firms and investnieamks, including The Blackstone Group L.P., inltimted States District Court in
Massachusetts. The suit alleges that from 2i63 defendants have violated antitrust laws kygallily conspiring to rig bids, restrict the sug
of private equity financing, fix the prices for gt companies at artificially low levels, and dizidp an alleged market for private equity
services for leveraged buyouts. The complaint seglactive relief on behalf of all persons whodskcurities to any of the defendants in
leveraged buyout transactions. The complaint alstudes three purported sub-classes of plaintdfékimg damages and/or restitution and
comprised of shareholders of three companies, dimfpione purchased by one of our private equitgéutn February 2008, a virtually
identical lawsuit was filed in the same court byusported class of shareholders of one companyathatpurchased by an investor group that
included one of Blackstone’s private equity furd& intend to vigorously defend against the allegetiin these cases.

Other than the foregoing we are not currently stttiie any pending judicial, administrative or ardiiton proceedings that we expect to
have a material impact on our results of operatarfsancial condition. See “ltem 1A. Risk FacterRisks Related to Our Business—
Extensive regulation of our businesses affectsagctivities and creates the potential for signifidéabilities and penalties. The possibility of
increased regulatory focus could result in adddldsurdens on our business. Changes in tax lavotret legislative or regulatory changes
could adversely affect us” and “We are subject to substantial litigation risks amly face significant liabilities and damage to professione
reputation as a result of litigation allegationsl aegative publicity”.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
Not applicable.

42



Table of Contents

PART Il

ITEM 5. MARKET FOR REGISTRANT 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER
PURCHASES OF EQUITY SECURITIES

Our common units representing limited partner s are traded on the New York Stock Exchange 8E'Y under the symbol “BX.”
Our common units began trading on the NYSE on A)007.

The following table sets forth the high and lowr&tlay sales prices per unit of our common unitstHerperiods indicated, as reportec
the NYSE.

Sales Price
2007 High Low
First Quartel N/A N/A
Second Quarte $38.0( $28.7¢
Third Quartel $31.9¢ $21.3(
Fourth Quarte $29.7¢ $20.4(

The number of holders of record of our common uast®f March 6, 2008 was 29. This does not inctadenumber of unitholders that
hold shares in “street-name” through banks or bralealers.

Cash Distribution Policy

On December 14, 2007, we paid a distribution 08@@er common unit to record holders of commonsuaitthe close of business on
November 30, 2007. We have declared a distributiadhe amount of $0.30 per common unit payablestord holders of our common units
the close of business on March 31, 2008. The paydes for that distribution is April 11, 2008.

Our current intention is to distribute to our commaitholders on a quarterly basis substantiallpfalhe Blackstone Group L.P.’s net
after-tax share of our annual adjusted cash fleamfoperations in excess of amounts determined bgeneral partner to be necessary or
appropriate to provide for the conduct of our bass) to make appropriate investments in our busiaed our funds, to comply with applicable
law, any of our debt instruments or other agreesento provide for future distributions to our amwn unitholders for any one or more of the
ensuing four quarters. The declaration and paymeany distributions will be at the sole discretimiour general partner, which may change
our distribution policy at any time. Because wel widt know what our available adjusted cash floenfroperations will be for any year until
the end of such year, we expect that our firstethypearterly distributions in respect of any givemywill generally be smaller than the final
quarterly distribution in respect of such year.

Because The Blackstone Group L.P. is a holdingwpaship and has no material assets other thawitership of partnership units in
Blackstone Holdings held through wholly-owned sdlzsies, we fund distributions by The Blackstone@r L.P., if any, in three steps:

» first, we cause Blackstone Holdings to make digtins to its partners, including The Blackstone@rL.P.’s wholly-owned
subsidiaries. If Blackstone Holdings makes suctribigtions, the limited partners of Blackstone Hofgs will be entitled to receive
equivalent distributions pro rata based on theitreaship interests in Blackstone Holdings (ex@pset forth in the following
paragraph)

» second, we cause The Blackstone Group L.P.’s wimllged subsidiaries to distribute to The Blackst@meup L.P. their share of
such distributions, net of the taxes and amoungalga under the tax receivable agreement by suaily-owned subsidiaries; ar

» third, The Blackstone Group L.P. distributes its steare of such distributions to our common unileas on a pro rata basis, subject
to the priority distribution arrangements describetbw.
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The partnership agreements of the Blackstone Hgédgartnerships provide that until December 3192€te income (and accordingly
distributions) of Blackstone Holdings are to b@edited each year:

» first, to The Blackstone Group L.P.’s wholly-ownguabsidiaries until sufficient income has been $mcated to permit The
Blackstone Group L.P. to make aggregate distrilnstio our common unitholders of $1.20 per commataman annualized basis
for such year

* second, to the other partners of the Blackstonelidg$ partnerships until an equivalent amount cbime on a partnership inter
basis has been allocated to such other partnesuiédr year; an

» thereafter, pro rata to all partners of the BlaokstHoldings partnerships in accordance with tfesipective partnership interes

In addition, the partnership agreements of the Bome Holdings partnerships will provide for cas$tributions, which we refer to as
“tax distributions,” to the partners of such parsiéps if the wholly-owned subsidiaries of The Bdstone Group L.P. which are the general
partners of the Blackstone Holdings partnershigerdgne that the taxable income of the relevantrgaship will give rise to taxable income
for its partners. Generally, these tax distribusiavill be computed based on our estimate of théax@tble income of the relevant partnership
allocable to a partner multiplied by an assumeda#e equal to the highest effective marginal cara8iU.S. federal, state and local income tax
rate prescribed for an individual or corporatedest in New York, New York (taking into account thendeductibility of certain expenses and
the character of our income). The Blackstone Hgslipartnerships will make tax distributions onlythe extent distributions from such
partnerships for the relevant year were otherwisafficient to cover such tax liabilities.

Accordingly, until December 31, 2009, the holdefr8lackstone Holdings Partnership Units (other tfitue Blackstone Group L.P.’s
wholly-owned subsidiaries) will not receive distrtions other than tax distributions in respectheiit Blackstone Holdings Partnership Units
for a year unless and until our common unitholdecgive aggregate distributions of $1.20 per communon an annualized basis for such
year. We do not intend to maintain this prioritioahtion after December 31, 2009. After December2BD9, all the income (and accordin
distributions) of Blackstone Holdings will be albded pro rata to all partners of the Blackstonedihgis partnerships in accordance with their
respective partnership interests.

Under the Delaware Limited Partnership Act, we maiymake a distribution to a partner if after thistribution all our liabilities, other
than liabilities to partners on account of theirtparship interests and liabilities for which tleeourse of creditors is limited to specific prop:
of the partnership, would exceed the fair valuewfassets. If we were to make such an impermessiistribution, any limited partner who
received a distribution and knew at the time ofdfstribution that the distribution was in violatiof the Delaware Limited Partnership Act
would be liable to us for the amount of the disttibn for three years. In addition, the terms of @mvolving credit facility require that the ratio
of recourse debt of the Blackstone Holdings pasimgs on a combined basis to partners’ capitah@@Blackstone Holdings partnerships on a
combined basis be no greater than one to one, whighprohibit us from making certain distributioSsibject to a notice period and a cure
period, distributions in violation of the termsafr revolving credit facility would result in a defit under our revolving credit facility.

Common Unit Repurchases in the Fourth Quarter of 207
No purchases of our common units were made by og our behalf in the fourth quarter of the yeastleshDecember 31, 2007.
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ITEM 6. SELECTED FINANCIAL DATA

The consolidated and combined statements of fiahrondition and income data as of and for thegyeaded December 31, 2007, 2006,
2005, 2004 and 2003 have been derived from ourdtiolated and combined financial statements. That@dionsolidated and Combined
Statements of Financial Condition as of Decembef807 and 2006 and Consolidated and Combinedr¢atis of Income for the years en
December 31, 2007, 2006 and 2005 are included berewn this Form 10-K. The audited Consolidatedl @ombined Statements of Financial
Condition as of December 31, 2004 and ConsolidatedCombined Statements of Income for the year&eBdeember 31, 2004 and the
unaudited Combined Statements of Financial Condi® of December 31, 2003 and Combined Stateméftsame for the year ended
December 31, 2003 are not included in this ForniK1The unaudited combined financial statementslatBstone have been prepared on
substantially the same basis as the audited comliim@ncial statements and include all adjustmémswe consider necessary for a fair
presentation of our combined financial position aesllts of operations for all periods presentddtdiical results are not necessarily indice
of results for any future period.

The selected consolidated and combined financial staould be read in conjunction with “ltem 7. Mgements Discussion and Analy:
of Financial Condition and Results of Operations @ur consolidated and combined financial stateésn@nd related notes included elsewhere
in this Form 10-K.

Year Ended December 31
2007 2006 2005 2004 2003
(Dollars in Thousands)

Revenues
Management and Advisory Fe $1,566,04 $1,077,13' $ 478,90¢ $ 496,19 $ 421,78.
Performance Fees and Allocatic 1,125,05. 1,267,76: 880,90t 973,49¢ 535,21¢
Investment Income and Oth 359,04 272,52¢ 208,41¢ 255,45! 137,42:
Total Revenues 3,050,14: 2,617,42! 1,568,23: 1,725,14i 1,094,42.
Expenses
Compensation and Benefits | 2,256,64 250,06° 182,60: 139,51: 114,21¢
Interest 32,08( 36,93: 23,83( 16,23¢ 13,83«
General, Administrative and Oth 324,20( 122,39! 87,41: 78,12¢ 67,79¢
Fund Expense 151,91 143,69! 67,97: 43,12: 42,07¢
Total Expenses 2,764,84. 553,08 361,81¢ 277,00: 237,92:
Other Income
Net Gains from Fund Investment Activiti 5,423,13. 6,090,14! 4,071,04 4,992,83 2,869,54.
Income Before Nor-Controlling Interests in Income of Consolidated
Entities and Provision for Taxes 5,708,431  8,154,48' 5,277,45' 6,440,98. 3,726,04
Non-Controlling Interests in Income of Consolidated Enities 4,059,22. 5,856,34' 3,934,531 4,901,54 2,773,01
Income Before Provision for Taxes 1,649,21! 2,298,141 1,342,92. 1,539,43! 953,02¢
Provision for Taxes 25,97¢ 31,93 12,26( 16,12( 11,94¢
Net Income $1,623,23 $2,266,201 $1,330,66. $1,523,31' $ 941,07
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Year Ended December 31
2007 2006 2005 2004 2003
June 19, 2007
through
December 31, 20C

Net Loss Per Common Unit (2

Basic $ (1.29 N/A N/A N/A N/A
Diluted $ (1.29) N/A N/A N/A N/A
Dividend Declared $ 0.3C N/A N/A N/A N/A

(1) Prior to our IPO, our compensation and benefitsense reflected compensation (primarily salad/lzonus) paid solely to our non-
senior managing director employees. SubsequentrittP®, compensation and benefits expense refentdoyee compensation
and benefits expense paid to our employees, inguodlir senior managing directors, equity-based emsgtion associated with
unvested deferred restricted common units, phaeierred cash settled equity-based awards and &tawk Holdings Partnership
Units received by senior managing directors, emgsyand selected other individuals engaged inwsinesses and profit sharing-
based compensation payments for Blackstone persanderofit sharing interests in carried inter

(2) Prior to our IPO, we did not have any Blackstonmgmn units. Accordingly, we had no earnings per m@m unit for the prio
periods. Please refer to “Item 7 “Management’s Déson and Analysis of Financial Condition and Resaf Operations —
Significant Transaction- Reorganizatio” for further discussior

As of December 31,
2007 2006 2005 2004 2003
(Dollars in Thousands)

Statement of Financial Condition Data

Total Asset:s $13,174,20 $33,891,04 $21,121,12. $21,253,93 $14,937,38
Total Liabilities $ 2,868,19¢ $ 2,373,27. $ 2,082,77. $ 1,930,00. $ 1,458,51.
Non-Controlling Interests in Consolidated Entit $ 6,079,15( $28,794,89 $17,213,40. $17,387,50 $12,398,27
Partner’ Capital $ 4,226,84! $ 2,722,87 $ 1,824,94! $ 1,936,43. $ 1,080,60:
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ITEM 6A. UNAUDITED CONSOLIDATED PRO FORMA STATEMENT OF INCOME

The following unaudited consolidated pro forma &ta¢nt of Income for the year ended December 317 20Based upon our 2007
consolidated and combined Statement of Income diedlielsewhere in this report. This pro forma Stateof Income presents our
consolidated results of operations giving pro foeffact to the Initial Public Offering and the Rganization as if such transactions had been
completed as of January 1, 2007. The pro formastmjents are based on available information and ageamptions that our management
believes are reasonable in order to reflect, orodgrma basis, the impact of these transactionher2007 Statement of Income of Blackstone.
The adjustments are described in the notes tortaadited consolidated pro forma Statement of Income

The unaudited consolidated pro forma Statementadrne deconsolidates all Blackstone investmentdiather than our proprietary
hedge funds and six of our funds of hedge fundthese funds remain consolidated within our 208@rftial statements, we are the general
partner of these funds and the presumption of obhas not been overcome) and eliminates entiigswere not contributed to Blackstone
Holdings as part of the Reorganization. Additiopalle have reflected the ongoing impacts of tratisas as if they had been completed
January 1, 2007, including performance based cosgiiem expense, a provision for taxes and the wffafonon-controlling interests. Finally,
we have recalculated the pro forma loss per usieébaipon the pro forma annual loss and the weiggnedage units outstanding for the period
we have been a public entity.

The unaudited consolidated pro forma Statementadrne should be read together with “Item 7. Managyeia Discussion and Analysis
of Financial Condition and Results of Operatioastl with our historical financial statements andtesl notes included elsewhere in this re|

The unaudited consolidated pro forma Statementadrhe is included for informational purposes onig does not purport to reflect the
results of operations of Blackstone that would haseurred had the transactions referenced abowerecton the date indicated or had we
operated as a public entity during the period prest The unaudited consolidated pro forma Statéwfdncome should not be relied upon as
being indicative of our results of operations haeltransactions contemplated in connection wittRéerganization and the initial public
offering been completed on the date assumed. Thedited consolidated pro forma Statement of Incalse does not project our results of
operations or financial condition for any futureipd or date.
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Unaudited Consolidated Pro Forma Statement of Iecom

For the Year Ended December 31, 20C

Blackstone  Deconsolidation

Group of Blackstone Reorgar- The
Consolidated Funds and ization Consolid- Blackstone
and Elimination of Blackstone and ation of Non-Cash and Group L.P.
Combined  Non-Contributed Group Offering Blackstone Other Consolidated
Historical Entities (1) Deconsolidatec  Adjustments (2 Subtotal Funds (3)  Adjustments (4) Pro Forma
(Dollars in Thousands)

Revenues
Management and

Advisory Fees $1,566,04 $ 54,81 $ 1,620,86. $ — $1,620,86. $(54,819) $ — $1,566,04
Performance Fees a

Allocations 1,125,05: (31,069 1,093,98! — 1,093,98! (34,210 — 1,059,77!
Investment Income ar

Other 359,04 47,52 406,57( — 406,57( — — 406,57(
Total Revenues 3,050,14: 71,27:  3,121,42 — 3,121,421 (89,024 — 3,032,39!
Expenses
Compensatiol 255,427(c)

and Benefite 2,256,64 — 225664 (1,732,13) (d)  779,94( — 2,968,10€(h) 3,748,04(
Interest 32,08( 44 32,52 (26,307) (e) 6,221 — 6,221
General, Administrativ

and Othe 324,20( 7,951 332,15: (117,606 (f) 214,54t 219,014()) 433,55¢
Fund Expense 151,91 (151,91) — — — 61,41° — 61,41
Total Expenses 2,764,84. (143,52) 2,621,32  (1,620,61) 1,000,700 61,41  3,187,12 4,249,23

Other Income
Net Gains from Fun

Investment Activities  5,423,13; (5,423,13) — 797,62: — 797,62
| ncome (Loss) Before

Non- Controlling

Interests in Income

(Loss) of

Consolidated Entities

and Provision for

Taxes 5,708,43! (5,208,33) 500,09¢ 1,620,61! 2,120,71. 647,18¢ (3,187,12) (419,21)
Non-Controlling

Interests in Income

of Consolidated

Entities 4,059,22:  (5,139,23) (1,080,01) 1,080,011(q) — 647,18¢ (817,939 () (170,749
Income (Loss) Before

Provision for Taxes  1,649,21! (69,107 1,580,111 540,60« $2,120,714 — (2,369,18) (248,477)
Provision for Taxes 25,97¢ — 25,97¢ — — 21,334(k) 47,31
Net Income (Loss) $1,623,23 $ (69,10% $ 1,554,13; $ 540,60: $ — $(2,390,52) $ (295,78

* Represents Pro Forma Adjusted Economic Net Incdioia| Reportable Segments. For additional infororaplease see our Forr-K and
related press release furnished with the SEC orcivia®, 2008

June 19, 2007

through
December 31,
2007

Net Loss $ (335,51
Net Income Per Common Unit
Basic $ (1.29 $ 1.14)
Diluted $ (1.29 $ 1.14)
Weighted-Average Per Common Unit
Basic 259,979,60 259,979,60
Diluted 259,979,60 259,979,60
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Notes to Unaudited Consolidated Pro Forma Statemeruf Income
1. Adjustments for Deconsolidation of Blackstone Fundsind Elimination of Non-Contributed Entities

These adjustments reflect the effects of decorstidid of all the Blackstone funds and the elimioatdf the financial results of all entit
that were not contributed to Blackstone Holdingpa of the Reorganization:

Elimination of

Deconsolidation o Non-
Blackstone Funds Contributed
(@) Entities (b) Total
(Dollars in Thousands)
Revenues
Management and Advisory Fe $ 54,81« $ — $ 54,81«
Performance Fees and Allocatic 34,20¢ (65,279 (31,069
Investment Income and Oth 47,52: — 47,52
Total Revenues 136,54! (65,279) 71,27:
Expenses
Compensation and Benef — — —
Interest 44z — 4432
General, Administrative and Oth 7,951 — 7,951
Fund Expense (151,91) — (151,91)
Total Expenses (143,52) — (143,52)
Other Income
Net Gains from Fund Investment Activiti (5,419,301 (3,837) (5,423,13)
Income Before Nor-Controlling Interests in Income of
Consolidated Entities and Provision (Benefit) for Bxes (5,139,23) (69,109 (5,208,33)
Non-Controlling Interests in Income of Consolidated Enities (5,139,23) — (5,139,23)
Income Before Provision (Benefit) for Taxe: — (69,109 (69,109
Provision (Benefit) for Taxes — — —
Net Income $ — $ (69,109 $ (69,109

(&) The portion of the interests of the limitedtpar investors in our deconsolidated investmend$umvhich are reflected in the financial
statement caption Non-Controlling Interests in imnecof Consolidated Entities in our 2007 consolidated combined Statement of
Income, were eliminated in connection with the desmdidation of our investment funds. Accordinglye tdeconsolidation of these
investment funds did not result in a change inime@me in our consolidated and combined statenfeincome, as we continue to reflect
our share of these entities’ results in our nedine. The adjustment reflects the elimination ofabtial aggregate historical amounts for
all Blackstone funds. We continue to consolidateoprietary hedge funds and six of our fundsedde funds (see note 3 belo

(b) This adjustment reflects the elimination of flmancial results of the general partners of éefegacy Blackstone funds and of a number
of investment vehicles through which our predecessmers and other parties have made commitments tovestments in or alongside
of, our investment funds because such entities wetreontributed to Blackstone Holdings as pathef Reorganization. Accordingly, the
adjustment represents the elimination of the adtisdbrical net gain from investment activitiesenitities not contributed to Blackstone
Holdings included in the consolidated and combiS&tement of Incom:e

2.  Reorganization and Offering Adjustments

(c) This adjustment reflects performance compensatié@265.5 million for the year ended December 3)22@Prior to the Reorganizatic
Blackstone was comprised of entities which werengaships or limited liability companies. Accordipgpayments to our senior
managing directors generally had been accounteasfaistributions of partners’ capital rather tlharcompensation expense. Following
our initial public offering, we account for perfoamce payments to our senior managing directorsmpensation. This amount is based
upon historical results and assumed prospectivgpeasation arrangements to our senior managingtdiseprior to the date of the
Reorganization
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(d) As part of the Reorganization, our predecessor cswreeeived 827,516,625 Blackstone Holdings Pastiprunits, of which 387,805, 0¢
were vested and 439,711,537 were unvested. Thested/Blackstone Holdings Partnership units areidensd compensation expense as
these units vest over the requisite service period straight-line basis. The vesting periods ramqg® eight years. At the time of the
initial public offering we also granted 39,067,08ferred restricted common units of The Blackst@neup L.P. to our non-senior
managing director professionals (of which 5,804,2@4e vested upon grant), as well as 974,190 uedaitferred cash settled equity
awards to our other non-senior managing directqgleyees. The fair value of these awards are chaigedmpensation expense over the
vesting period. The deferred restricted commonsugnerally vest over a five year period. The $bill®n represents the amount
recorded in the 2007 consolidated and combine@®&tt of Income for the service period beginningeJ9, 2007 through
December 31, 2007. This adjustment eliminates thapenses. The pro forma effect of a full year'sipensation expense is reflected in
Non-Cash and Other Adjustments (see note 4 bel

(e) This adjustment reflects the elimination ofialerest expense related to our revolving creaditlity. This credit facility was repaid in full
from the proceeds of the Initial Public Offerindhélremaining interest expense results from otheoldngs not related to our revolving
credit facility, which were not repaid with the peeds from the initial public offerin

(H  We acquired finite-lived intangible assets ongunction with the acquisition of non-controllingerests in our business from some of our
predecessor owners. We have reflected $117.6 mitlfamortization expense for the period June 0972hrough December 31, 2007
related to these acquired intangible assets isatedtl in the 2007 consolidated and combined Stateoiéncome. The estimated useful
lives of the finite-lived intangibles range betweabree and ten years. We are amortizing the fiinied intangibles over their estimated
useful lives using the straight-line method. Thdfuatment eliminates the amortization of this exggemhe pro forma effect of a full
yeal's amortization expense for this charge is refleatedor-Cash and Other Adjustments (see note 4 bel

(g) Represents the elimination of N-Controlling Interests in Income of Consolidatedities related to the ni-controlling interests il
Blackstone Holdings retained by the limited parsnefrthe Blackstone Holdings partnerships. FromeJLéy 2007 through December 31,
2007, the limited partners of the Blackstone Haldipartnerships continued to own 77.7% of Blaclestdoldings. These interests are
eliminated for the purposes of management repogimyEconomic Net Incom

3. Consolidation of Blackstone Funds

Reflects the consolidation of our proprietary hetlgels, as well as six of our funds of hedge fuddsgeneral partner, we control the
operations of our proprietary hedge funds and tinel$ of hedge funds that we have determined takahle interest entities to which
Blackstone is the primary beneficiary.

4. Non-Cash and Other Adjustments

(h) As part of the Reorganization, our predecessor cswezeived 827,516,625 Blackstone Holdings PastrprUnits, of which 387,805,0!
were vested and 439,711,537 are to vest over adefiup to 8 years from the IPO date. At the tohéhe initial public offering we also
granted 39,067,034 deferred restricted common ohithe Blackstone Group L.P. to our non-senior agamg director professionals (of
which 5,804,294 were vested upon grant), as wedi7ds190 unvested deferred cash settled equitydsatarour other non-senior
managing director employees. The fair value ofélesards are charged to compensation expensehm/eesting period. The deferred
restricted common units generally vest over a yi@ar period. This adjustment reflects a full yeadspensation expense for all equity-
based award:
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(i)

0

(k)

We acquired finit-lived intangible assets in conjunction with the @sgion of nor-controlling interests in our business from
predecessor owners. Accordingly, we have refleatldl year's amortization of $219.0 million reldtéo these acquired intangible assets.
The estimated useful lives of the finite-lived imggbles range between three and ten years. Warasgiaing the finite-lived intangibles
over their estimated useful lives using the strt-line method

This adjustment reflects the allocation to twm-controlling interest holders of their shareuof pro forma loss totaling $(818.0) million
for the year ended December 31, 2007. The non-giting interest is primarily related to the Blaosseé Holdings Partnership Units held
by the limited partners of the Blackstone Holdipgstnerships. Such Blackstone Holdings Partnenghifs represent 77.7% of all
Blackstone Holdings Partnership Units outstandiegifJune 19, 2007 through December 31, 2007. Tiaireng Blackstone Holdings
Partnership Units are owned by whrowned subsidiaries of The Blackstone Group |

We have historically operated as a partnerfihnif).S. federal income tax purposes and mainlg esrporate entity in non-U.S.
jurisdictions. Accordingly, the tax provision shown the 2007 consolidated and combined statemantome of $26.0 million primaril
includes New York City unincorporated businessaag foreign corporate income taxes for the peniothfJanuary 1, 2007 through
June 18, 200’

Following our initial public offering, the Blackste Holdings partnerships and their subsidiariedicoe to operate in the U.S. as
partnerships and generally as corporate entitie®inU.S. jurisdictions. Accordingly, several eiestcontinue to be subject to the New
York City unincorporated business tax (UBT) and#b8. entities subject to corporate income taxgarisdictions in which they opere
in. In addition, certain newly formed wholly-ownsdbsidiaries of The Blackstone Group L.P. are nolajext to entity level corporate
income taxes.

In calculating the pro forma income tax provision the period presented, the following assumptigase made:

. The amount of net income (loss) before taxes aitith to the entities subject to corporate taxesanlass of $(213.0) million for tt
year ended December 31, 2007 with the remaindébow&itd to the entities not subject to corporat®ime taxes. Net income (los
was attributed to these entities based on inconhesses of the subsidiaries of the entit

. The net loss before taxes attributed to entitidgesi to corporate tax was adjusted to add backmrsgs of $293.9 million for the
year ended December 31, 2007 which are not dedeiétibcorporate income tax purposes. Such expartae primarily tc
compensation charges recognized for book purpbsesvill not be deductible for tax, principally algas associated with the senior
managing directo’ unvested Blackstone Holdings Partnership Unitsaarthin employee compensation chari

. The resulting balances of $80.9 million for theryeaded December 31, 2007 were then multiplied bieaded statutory tax rate of
45% and such amounts were added to the estimatet & jurisdiction tax provisions and non-credigaNew York City
unincorporated business tax provisions to arrith@taggregate tax provision of $47.3 million foe tyear ended December 31,
2007. The blended statutory rate reflects statutatey of 35% for federal taxes and the blendee stae (net of federal benefit) of
10%.

Determination of Earnings per Common Unit

For purposes of the pro forma net loss per comnmitncalculation, the Weighted-Average Common Ufitgstanding, Basic and

Diluted, are calculated in accordance with Notef.the historical financial statements includedelkere in this report. The Partnership has
utilized the weighted-average basic and dilutedsumitstanding for the period from June 19, 200@ugh December 31, 2007 for the purposes
of calculating its Pro Forma Net Loss per Commotit.Un
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Basic and diluted pro forma net loss per commoh ana calculated as follows:

Year Ended
December 31, 2007
Basic Diluted
(Dollars in Thousands,
Except Unit and Per Unit Data)

Net Loss Available to Common Unit Holde $ (335,519 $ (335,519
Weighte-Average Common Units Outstandi 259,979,60 259,979,60
Pro Forma Net Loss per Common U $ (1.29 $ (1.29

For the year ended December 31, 2007, a total 4084113 deferred restricted common units and &A73U9 Blackstone Holdings
Partnership Units were anti-dilutive and as suckehzeen excluded from the calculation of pro fodilated earnings per unit.
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ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

The following discussion and analysis should belieaconjunction with The Blackstone Group L.Pdssolidated and combined
financial statements and the related notes includgldin this Annual Report on Form -K.

During 2007 we consummated a humber of signifit@misactions, including the reorganization on Jurge 2007, the concurrent
completion of our initial public offering and sad& non-voting common units to Beijing Wonderfulelstments on June 27, 2007, and the
deconsolidation of a number of Blackstone Funde¢éf’e June 27, 2007 and July 1, 2007). Theses&retions have had significant effects on
many of the items within our consolidated and comtbifinancial statements and affect the comparifdhe current year with the prior years.

Our Business

Blackstone is one of the largest independent atamm asset managers in the world. We also praaidéde range of financial advisory
services, including corporate and mergers and aitiguis advisory, restructuring and reorganizatidmisory and fund placement services.

Our business is organized into four business setgnen

» Corporate Private Equity. We are a world leader in private equity investingving managed five general private equity funds, a
well as one specialized fund focusing on media@rdmunications-related investments, since we dshadal this business in 1987.
Through our corporate private equity funds we persansactions throughout the world, including teged buyout acquisitions of
seasoned companies, transactions involving stabusmesses in established industries, turnaroumid®rity investments,
corporate partnerships and industry consolidati

* Real Estate.Our Real Estate segment is diversified geogragiieald across a variety of sectors. We launchedimireal estat
fund in 1994 and currently manage six generalestdte funds and two internationally focused retdte funds. Our real estate
funds have made significant investments in lodgimgjor urban office buildings, distribution and whousing centers and a variety
of real estate operating compani

* Marketable Alternative Asset Management Established in 1990, our marketable alternativetassinagement segmen
comprised of our management of funds of hedge fumeggzanine funds and senior debt vehicles, prigpyidiedge funds and
publicly-traded closed-end mutual funds. These petslare intended to provide investors with grelatesls of current income and
for certain products, a greater level of liquid

» Financial Advisory . Our financial advisory segment serves a divemseghobal group of clients with corporate and mesgnd
acquisitions advisory services, restructuring aatganization advisory services and fund placersentices for alternative
investment funds

We generate our revenue from fees earned pursmaonntractual arrangements with funds, fund inwssamd fund portfolio companies
(including management, transaction and monitorees}, and from corporate and mergers and acquisiéidvisory services, restructuring and
reorganization advisory services and fund placersentices for alternative investment funds. We #&twe the funds we manage and, in most
cases, receive a preferred allocation of inconee, @ “carried interest”) or an incentive fee framinvestment fund in the event that specified
cumulative investment returns are achieved. Theposition of our revenues will vary based on madaetditions and cyclicality of the
different businesses in which we operate. Net itnaest gains and resultant investment income geeeiat the Blackstone funds, principally
private equity and real estate funds, are drivemdiye created by our strategic initiatives as \aslbverall market conditions. Our funds
initially record fund investments at cost and tlaea subsequently recorded at fair value. Fair wadue affected by changes in the fundame:
of the portfolio company, the portfolio companyslustry, the overall economy as well as other ntaz&editions.
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Our most significant expense is compensation anéfits. Prior to our initial public offering, albenpensation to our senior managing
directors and selected other individuals engagediirbusinesses had been accounted for as paimeistributions rather than as employee
compensation and benefits expense. Following tle iR have included all payments for services regalby our senior managing director:
employee compensation and benefits expense. Clyrreatme senior managing directors and certainrgibesonnel share in profits based on
their Blackstone Holdings Partnership Units as welteceive a portion of the carried interest ine@arned with respect to certain of the fu
Other employees receive cash compensation and estricted deferred common units and phantom catsleg@wards.

Business Environment

Blackstone’s businesses are materially affecteddmgitions in the financial markets and economicditions in the United States,
Western Europe, Asia and to some extent elsewheteiworld.

The first half of 2007 was characterized by risghgpal stock markets and unusually strong debt starlBeginning in the last week of
June 2007, the U.S. experienced considerable tmbalin the housing and sub-prime mortgage mankéish had a significant negative
impact on other fixed income markets. Equity maslegtme under pressure in the latter part of 20@baserns of an economic slowdown w
factored into portfolio company valuations. As auk of reduced liquidity and greater volatilitgveral commercial and investment banks and
hedge funds significantly reduced the carrying galfisome of their fixed income holdings, threatgrgeneral market liquidity. The U.S. and
other governments injected meaningful liquidityoitihe financial system and have lowered benchnearitihg rates in an attempt to avoid a
liquidity crisis and stabilize economies.

Beginning in July 2007, deteriorating conditiondiked income markets has deterred lenders fromnaitting to new senior loans and
high yield debt. Debt underwriting declined mearfitig in the second half of 2007 and the backloguteéng from pending private equity-led
transactions reached record levels. This backlogpled with other poor-performing fixed income sdtées, has materially hindered lenders’
willingness to fund new, large-sized acquisitios.a consequence of reduced borrowing ability villame of new private equity acquisitions
declined significantly in the second half of 20&&cently announced private equity-led acquisitioenge mostly been smaller in size, with less
leverage and less favorable terms for the debtigealy all of which has had a significant impactseweral of our businesses. The duration of
current conditions in the credit markets is unknown

While it is unclear whether the U.S. economy is irecession, economic indicators point to a slowddlie slowdown of the U.S.
economy could have negative implications for otjlebal economies and markets. The duration of atigeonomic conditions is unknown.

Significant Transactions
Reorganization

The Blackstone Group L.P. was formed as a Delajimited partnership on March 12, 2007. The Blackst&roup L.P. is managed and
operated by its general partner, Blackstone Groapagement L.L.C., which is in turn wholly-owned Bkackstone’s senior managing
directors and controlled by our founders.

Blackstone’s business was historically conductedugh a large number of entities as to which thee no single holding entity but
which were separately owned by its predecessor mwvheorder to facilitate the initial public offag, as described in further detail below, the
predecessor owners completed a reorganizatiorfberganization”as of the close of business on June 18, 2007 whenéth certain limites
exceptions, each of the operating entities of tieel@cessor organization and the intellectual ptgpgghts associated with the Blackstone
name, were contributed to five newly-formed holdpagtnerships (Blackstone Holdings | L.P., Blackst¢loldings Il L.P., Blackstone
Holdings Il L.P., Blackstone Holdings IV L.P. aBdackstone Holdings V L.P. (collectively, “Blackst® Holdings”)) or sold to wholly-owned
subsidiaries of The Blackstone Group L.P. (whickuim contributed them to Blackstone Holdings). Bé&ckstone Group L.P., through
wholly-owned subsidiaries, is the sole generalrgarof each of the Blackstone Holdings partnerships
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The Reorganization was accounted for as an exchafng&ities under common control for the interesthe Contributed Businesses
which were contributed by the founders and theratkaior managing directors (collectively, the “@ohGroup”) and as an acquisition of non-
controlling interests using the purchase methoacebunting for all the predecessor owners other tha Control Group pursuant to Statement
of Financial Accounting Standard (“SFAS”) No. 18lsiness Combinatior{sSFAS No. 141").

Blackstone also entered into an exchange agreemitmholders of Blackstone Holdings Partnershiptslifdther than The Blackstone
Group L.P.’s whollyewned subsidiaries) so that these holders, sutgjgbe vesting and minimum retained ownership regoénts and transt
restrictions set forth in the partnership agreementhe Blackstone Holdings partnerships, mayoufotir times each year, exchange their
Blackstone Holdings Partnership Units for our comroaits on a one-for-one basis, subject to custpro@nversion rate adjustments for splits,
unit distributions and reclassifications. A Blaaks Holdings limited partner must exchange onengaship unit in each of the five Blackstone
Holdings partnerships to effect an exchange fayrarnon unit in Blackstone.

Initial Public Offering

On June 27, 2007, The Blackstone Group L.P. comgltte initial public offering (“IPO”) of its commmounits representing limited
partner interests. Upon the completion of the Ip@hlic investors owned approximately 14.1% of Bltoke’s equity. Concurrently with the
IPO, The Blackstone Group L.P. completed the sif®n-voting common units, representing approxiya®e3% of Blackstone’s equity, to
Beijing Wonderful Investments, an investment vehiestablished by the People’s Republic of China vaspect to its foreign exchange
reserve. Beijing Wonderful Investments is restddi®m purchasing additional common units in theeife which would result in its equity
interest in Blackstone exceeding 10%.

The Blackstone Group L.P. contributed the procdema the IPO and the sale of non-voting commonautatBeijing Wonderful
Investments to its wholly-owned subsidiaries, whichurn used these proceeds to (1) purchase siteirethe Contributed Businesses from the
predecessor owners (and contribute these intaeBisickstone Holdings in exchange for a numbereafly-issued Blackstone Holdings
Partnership Units) and (2) purchase a number dtiaddl newly-issued Blackstone Holdings Partngrdbinits from Blackstone Holdings.

The net proceeds retained by Blackstone from tlk tBtaling approximately $2.93 billion, were ugedepay $1.21 billion of
indebtedness outstanding under Blackstone’s renvgleredit agreement, with the balance being ingeatel/or committed as general partner
investments in Blackstone sponsored funds, incly@scorporate private equity funds, real estatel§, mezzanine funds, funds of hedge f
and proprietary hedge funds, and invested in tearganterest bearing investments.

Consolidation and Deconsolidation of Blackstone Fds

In accordance with accounting principles generatlgepted in the United States of America (“GAAR umber of the Blackstone funds
were historically consolidated into Blackstone’sntined financial statements.

Concurrently with the Reorganization, the ContrdslBusinesses that act as a general partner ofsalodated Blackstone fund (with the
exception of Blackstone’s proprietary hedge funus fve of the funds of hedge funds) took the neagssteps to grant rights to the
unaffiliated investors in each respective fundrovile that a simple majority of the fund’s unaé#fied investors will have the right, without
cause, to remove the general partner of that furtd accelerate the liquidation date of that fuméc¢cordance with certain procedures. The
granting of these rights resulted in the deconsatitish of such investment funds from the Partnefshipnsolidated financial statements and the
accounting of Blackstone’s interest in these fumader the equity method. With the exception ofaiarfunds of hedge funds, these rights
became effective on June 27, 2007 for all Blackstiomds where these rights were granted. The afeedate of these rights for the applicable
funds of hedge funds was July 1, 2007. The conat@diresults of these funds have been reflectdteifPartnership’s consolidated and
combined financial statements up to the effectizve @f these rights.
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Key Financial Measures and Indicators
Revenues
Revenues consist of primarily management and adufses, performance fees and allocations and tmesst income and other.

Management and Advisory Feeglanagement and advisory fees consist of (1) fuadagement fees and (2) advisory fees.

(1) Fund Management Fe. Fund management fees are comprised of fees ahdigeetly to funds, fund investors and fund pditfo
companies (including management, transaction antoring fees). Such fees are based upon the ainaterms of investment
advisory and related agreements and are recoga&edrned over the specified contract period. @ugstment advisory agreeme
generally require that the investment advisor shapertion of certain fees and expenses with thadd partners of the fund. These
shared items“management fee reducti(’) reduce the management fees received from the tinpidetners

(2) Advisory FeesAdvisory fees consist of advisory retainer and $eantion based fee arrangements related to meegasisitions
restructurings, divestitures and fund placementices for alternative investment funds. Advisortaneer fees are recognized when
services are rendered. Transaction fees are rexaynihen (i) there is evidence of an arrangemethit avclient, (ii) agreed upon
services have been provided, (iii) fees are fixedederminable and (iv) collection is reasonablyuasd. Fund placement services
revenue is recognized as earned upon the acceptgirecéund of capital or capital commitmer

Performance Fees and Allocatio®erformance fees and allocations represent thenergfal allocations of profits (“carried interest”
which are a component of our general partnershgrésts in the corporate private equity, real estati mezzanine funds. We are entitled to
carried interest from an investment fund in thenéwevestors in the fund achieve cumulative investtireturns in excess of a specified rate.
We record as revenue the amount that would bealus pursuant to the fund agreements at each pendas if the fund agreements were
terminated at that date. Additionally, in certagrformance fee arrangements related to hedge faralg marketable alternative asset
management segment, we are entitled to receivenpesthce fees and allocations when the return atsassder management exceeds certain
benchmark returns or other performance targetsu¢h arrangements, performance fees and allocatiensccrued monthly or quarterly based
on measuring account / fund performance to dateugethe performance benchmark stated in the ineggtmanagement agreement.

Investment Incom@&lackstone and its consolidated funds generat&zeshhnd unrealized gains from underlying principgkstments in
corporate private equity, real estate and marketaliérnative asset management funds. Net gaisse@) from our principal investment
activities and resultant Investment Income reflecombination of internal and external factors. €keernal factors affecting the net gains
associated with our investing activities vary bgedslass but are broadly driven by the marketidenstions discussed above. The key exte
measures that we monitor for purposes of derivimgimvestment income include: price/earnings rasiod earnings before interest, taxes,
depreciation and amortization (“EBITDA") multiplésr benchmark public companies and comparable aaimns and capitalization rates
(“cap rates”) for real estate property investmeitsese measures generally represent the relatiue eawhich comparable entities have either
been sold or at which they trade in the public refplace. In addition, third-party hedge fund mamageovide information regarding the
valuation of hedge fund investments. Other tharirtf@mation from our hedge fund managers, we refeghese measures generally as exit
multiples. Internal factors that are managed anditared include a variety of cash flow and opemfierformance measures, most commonly
EBITDA and net operating income.

The funds’ investments are diversified across &Waof industries and geographic locations, andueh we are broadly exposed to the
market conditions and business environments reféo@bove. As a result, although our funds areseg to market risks, we continuously
seek to limit concentration of exposure in anyipatar sector.
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Expenses

Compensation and Benefits Experiagor to the IPO, our compensation and benefitengp reflected compensation (primarily salary
bonus) paid solely to our non-senior managing ttireemployees. Subsequent to our IPO, compensatidrbenefits expense reflects
(1) employee compensation and benefits expenseaidr employees, including our senior managimgators, (2) equitysased compensati
associated with grants of unvested deferred réstiicommon units, phantom units and Blackstone iHgilPartnership Units awarded to
senior managing directors, employees and selethedt mdividuals engaged in our businesses angdr8)t sharing-based compensation
payments for Blackstone personnel and profit sigariterests in carried interest.

(1) Employee Compensation and Bene. Our compensation costs reflect the increasedstnvent in people as we expse
geographically and create new products and busseshstorically, all payments for services renddrg our senior managing
directors and selected other individuals engagemlirbusinesses have been accounted for as p&imeistributions rather than as
employee compensation and benefits expense. Asuli,reur employee compensation and benefits explead not reflected
payments for services rendered by these individ&akowing the IPO, we have included all paymdntsservices rendered by our
senior managing directors in employee compensatimhbenefits expens

(2) Equity-based Compensatic. Nor-cash equit-based compensation expense associated with trenssof unvested Blacksto
Holdings Partnership Units received in the Reorzgtion by our senior managing directors and othéividuals engaged in some
of our businesses, and unvested deferred restiat@anon units and phantom units granted to ourseier managing director
professionals at the time of and subsequent tdRDr The expense is recognized over the correspgratirvice period of the
underlying grant

(3) Profit Sharing Arrangemen. We have implemented profit sharing arrangement8Fackstone personnel working in our
businesses across our different operations designachieve a relationship between compensatiogideand results that are
appropriate for each operation given prevailingkaticonditions. In addition, Blackstone personnetking in our businesses, otl
professionals and selected other individuals whkwa our carry funds have a profit sharing inteinesghe carried interest earned
in relation to these funds in order to better aligeir interests with our own and with those of itmestors in these funds. Departed
partners are also entitled to their vested shaoaofed interest distributions received and pdgsilrecontribution of previously
received carried interest from our carry funds aredalso liable for their applicable share of lssse carry funds up to the amount
of the after-tax carried interest distributionsytheceived from a carry fund. Therefore, as ouraeénues increase, our
compensation costs also rise; as our net reveragsabse, our compensation costs may decr

General, Administrative and Otherhe balance of our expenses include interest egp@asupancy and equipment expenses and ge
administrative and other expenses, which consiptafessional fees, public company costs, travdlratated expenses, communications and
information services, depreciation and amortizatiod other operating expenses. As part of the Reargtion, we acquired interests in our
businesses from Blackstone personnel. We accotdimtéde acquisition of the interests from Blackgqrersonnel other than our Founders and
other senior managing directors using the purchatbod of accounting, and reflected the exceskeoptirchase price over the fair value of
tangible assets acquired and liabilities assumemadwill and intangible assets in our consolidattdement of financial condition. We have
recorded in excess of $722.3 million of finite livetangible assets (in addition to approximately6® billion of goodwill). We have been
amortizing these finite lived intangibles over thestimated useful lives, which range between tarekten years, using the straight line
method. In addition, as part of the Reorganizatitlackstone personnel received 827,516,625 Blaokskoldings Partnership Units, of which
439,711,537 were unvested. The grant date fairevafuhe unvested Blackstone Holdings Partnershipslwhich is based on the initial puk
offering price per common unit of $31.00) is charge expense as the Blackstone Holdings Partnetshiis vest over the assumed service
periods, which range up to eight years, on a ditdige basis. The amortization of these finiteethvintangible assets and of this non-cash
equity-based compensation will increase our expessbstantially during the relevant periods andy essult, we expect to record significant
net losses for a number of years.
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Fund Expensed.he expenses of our consolidated Blackstone fuadsist primarily of interest expense, professidaas and other third-
party expenses.

Non-Controlling Interests in Income of Consolidated Hties

On a historical basis, non-controlling interestiicome of consolidated entities has primarily éstes! of interests of unaffiliated third-
party investors and AIG’s investments in Blackstfurads pursuant to AIG’s mandated limited partregsital commitments, on which we
receive carried interest allocations and which gferrto collectively as “Limited Partners” or “LPa% well as discretionary investments by
Blackstone personnel and employees. Non-controlliteyests related to the corporate private equitgl estate and mezzanine funds are
subject to on-going realizations and distributiohproceeds therefrom during the life of a fundhaatfinal distribution at the end of each
respective fund’s term, which could occur undetaiarcircumstances in advance of or subsequetatdftind’s scheduled termination date.
Non-controlling interests related to our funds of hedgnds and hedge funds are generally subjectriosdnsemi-annual or quarterly
withdrawal or redemption by investors in our heflgeds following the expiration of a specified petiof time when capital may not be
withdrawn (typically between one and three yeatf)en redeemed amounts become legally payable éstiors in our hedge funds on a
current basis, they are reclassified as a liabilty the date of the Reorganization, such non-odimy interests were initially recorded at their
historical carry-over basis as those interests imeedeoutstanding and were not being exchanged lfmkiBtone Holdings Partnership Units.

Following the IPO, we are no longer consolidatingstrof our investment funds, as we granted to tedfiliated investors the right,
without cause, to remove the general partner di epplicable fund or to accelerate the liqguidatéeach applicable fund in accordance with
certain procedures (see “—Consolidation and Dedatatmn of Blackstone Funds”), and accordingly rammtrolling interests in income of
consolidated entities related to the Limited Paringerests in the deconsolidated funds were swesdty no longer reflected in our financial
results. However, we record significant non-cotitnglinterests in income of consolidated entitielting to the ownership interest of
Blackstone personnel in Blackstone Holdings andithiged partner interests in our investment futitst remain consolidated. As described in
“Reorganization of The Blackstone Group L.P.”, Biackstone Group L.P. is, through wholly-owned sdiasies, the sole general partner of
each of the Blackstone Holdings partnerships. Tlaek&tone Group L.P. consolidates the financiallte®f Blackstone Holdings and its
consolidated subsidiaries, and the ownership iaterethe limited partners of Blackstone Holdingséflected as a non-controlling interest in
The Blackstone Group L.P.’s consolidated and costbiinancial statements.

Income Taxes

We have historically operated as a partnershipmitdd liability company for U.S. federal incometpurposes and mainly as a corporate
entity in non-U.S. jurisdictions. As a result, ducome was not subject to U.S. federal and statenie taxes. Generally, the tax liability related
to income earned by these entities representsatldits of the individual partners and members. imedaxes shown on The Blackstone
Group’s historical combined income statements #riatable to the New York City unincorporated imgss tax and other income taxes on
certain entities located in non-U.S. jurisdictions.

Following the IPO, the Blackstone Holdings parth@s and certain of their subsidiaries continuegerate in the United States as
partnerships for U.S. federal income tax purposesgenerally as corporate entities in non-U.Ss{lidtions. Accordingly, these entities in
some cases will continue to be subject to New YGiti unincorporated business taxes or non-U.S.nmetaxes. In addition, certain of the
wholly-owned subsidiaries of The Blackstone Group L.P.taedBlackstone Holdings partnerships will be sabje corporate federal, state i
local income taxes that will be reflected in ounsolidated and combined financial statements.

There remains some uncertainty regarding Black&dnture taxation levels. (See “ltem 1A. Risk Fast—Legislation has been
introduced that would, if enacted, preclude us fipmalifying as a partnership for U.S. federal ineotax purposes. If this or any similar
legislation or regulation were to be enacted amlyajp us, we would incur a material increase in tax liability that could result in a reducti
in the value of our common units.”) In June 200Bjlewas introduced in the U.S. Senate that waarleclude Blackstone from qualifying for
treatment as a partnership for U.S. federal inctargourposes under the publicly traded partnemlkigs. In addition, other bills relating to the
taxation of investment partnerships have previobskgn introduced in the U.S.
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House of Representatives. In November 2007, theséldviays & Means Committee approved a bill that wagdnerally (1) treat carried

interest as nowualifying income under the tax rules applicablgtblicly traded partnerships, which would requtackstone to hold interes

in entities earning such income through taxablesislidry corporations starting in 2010, and (2) ¢aried interest as ordinary income for U.S.
federal income tax purposes, rather than in acomelavith the character of income derived by theeulythg fund, which is in many cases
capital gain. If any such proposed legislation werbe enacted and it applied to us, it would mallgrincrease the amount of taxes payable by
Blackstone and its unitholders.

Operating Metrics

The alternative asset management business is de&olmpsiness that is unusual due to its abilitgupport rapid growth without requiri
substantial capital investment. However, there etésobe volatility associated with its earnings aash flow. Since our inception, we have
developed and used various key operating metriesgess and monitor the operating performancerofarious alternative asset management
businesses in order to monitor the effectivenessiofalue creating strategies.

Assets Under ManagemeAssets under management refers to the assets wagmadur assets under management equal the sum of:
(1) the fair value of the investments held by canrg funds plus the capital that we are entitledath from investors in those funds pursuant to
the terms of their capital commitments to thosalfuplus the fair value of co-investments arranigeds that were made by limited partners in
portfolio investments of our corporate private ¢gjaind real estate funds as to which we receive de@ carried interest allocation); (2) the net
asset value of our funds of hedge funds, propsigiadge funds and closemd mutual funds; and (3) the amount of capitaesifor our senic
debt funds. The assets under management measoiiaclisies assets under management relating townoiand our employees’ investments
in funds for which we charge either no or nominalnagement fees. As a result of raising new fundls svkzeable capital commitments, and
increases in the net asset values of our fundshegidretained profits, our assets under managetrerg increased significantly over the
periods presented.

Limited Partner Capital Investedlimited Partner capital invested represents thewarhof Limited Partner capital commitments which
were invested by our carry funds during each pepredented, plus the capital invested through gestments arranged by us that were made
by limited partners in portfolio investments of @marporate private equity and real estate funds asich we receive fees or a carried interest
allocation. Over our history we have earned agdesgaultiples of invested capital for realized amdtially realized investments of 2.6x and
2.5x in our corporate private equity and real estanhds, respectively.

We manage our business using traditional finamedsures and our key operating metrics since vieviedihat these metrics measure
productivity of our investment activities.

Consolidated and Combined Results of Operations

Following is a discussion of our consolidated aadhbined results of operations for each of the ygatise three year period ended
December 31, 2007. For a more detailed discusditimedactors that affected the results of our fousiness segments (which are presented on
a basis that deconsolidates the investment fundsaveage) in these periods, see “—Segment Analpsisiw.
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The following table sets forth information regamgliour consolidated and combined results of operatamd certain key operating metrics
for the years ended December 31, 2007, 2006 ansl. 200

Year Ended December 31 2007 vs. 200! 2006 vs. 200!
2007 2006 2005 $ % $ %
(Dollars in Thousands)

Revenues
Management and Advisory Fe $ 1,566,044 $ 1,077,13¢ $ 478,90¢ $ 488,90¢ 45% $ 598,23. 12t%
Performance Fees and Allocatic 1,125,05: 1,267,76: 880,90¢ (142,71) (11)% 386,85¢ 44%
Investment Income and Oth 359,04t 272,52t 208,41t 86,52: 32% 64,10¢ 31%

Total Revenues 3,050,14: 2,617,42! 1,568,23. 432,71¢ 17% 1,049,19 67%
Expenses
Compensation and Benef 2,256,64 250,06° 182,60¢ 2,006,581 802% 67,46 37%
Interest 32,08( 36,93: 23,83( (4,852) (13)% 13,10 55%
General, Administrative and Oth 324,20( 122,39! 87,41: 201,80 165% 34,98: 4%
Fund Expense 151,91° 143,69! 67,972 8,22 6% 75,727 111%

Total Expenses 2,764,84. 553,08 361,81¢ 2,211,75!  400% 191,27 53%
Other Income

Net Gains from Fund Investment Activiti 5,423,13. 6,090,14! 4,071,041 (667,01) (11)% 2,019,090 50%

Income Before Nor-Controlling Interests in
Income of Consolidated Entities and

Provision for Taxes 5,708,43 8,154,48! 5,277,45"  (2,446,04) (30)% 2,877,021  55%
Non-Controlling Interests in Income of
Consolidated Entities 4,059,22. 5,856,34! 3,934,531 (1,797,12) (31)% 1,921,80' 49%
Income Before Provision for Taxes 1,649,21! 2,298,141 1,342,92: (648,92) (28)% 955,21° 71%
Provision for Taxes 25,97¢ 31,93¢ 12,26( (5,956 (19% 19,67¢ 16C%
Net Income $ 162323 §$ 2266200 § 1,330,66 § (642,969 (28% $ 935,541 _70%
Assets Under Management (at Period E $102,427,37 $69,512,20 $51,098,82 $32,915,17 47% $18,413,37 _36%
Capital Deployed
Limited Partner Capital Investt $ 14,503,15 $10,680,39 § 2,962,371 § 3,822,76. 36% $ 7,718,02 261%

Year Ended December 31, 2007 Compared to Year Hddeember 31, 2006
Revenues

Revenues were $3.05 billion for the year ended Béez 31, 2007, an increase of $432.7 million or Xt¥pared with the prior year.
The change was due to increases of $488.9 millididanagement and Advisory Fees and $86.5 millidmiestment Income and Other,
partially offset by a $142.7 million decrease infBenance Fees and Allocations. The change in Mamegt and Advisory Fees was primarily
due to an increase in fund management and transdetts in our Real Estate, Marketable Alternafisset Management and Financial
Advisory segments of $306.6 million, $134.5 milliand $103.4 million, respectively. The Real Est#gment change was driven by an
increase in transaction fees of $205.2 million priity related to the acquisitions of Hilton Hotelsd Equity Office Properties Trust, as well as
an increase in net fund management fees of $99li@mprimarily related to fees generated from #10billion of capital raised for our new
fund, Blackstone Real Estate Partners VI (“BREP)VThe Marketable Alternative Asset Management segroiesshge was primarily driven |
a $17.59 billion increase in Assets Under Manageénppemmarily due to significant net inflows fromgtitutional investors in new and existing
funds, an increase in net appreciation of the pliotind the launch of our equity hedge fund infdwath quarter of 2006. The change in our
Financial Advisory segment was primarily drivenibgreases in our fund placement business and etructuring and reorganization advisory
services. The change in Investment Income and @thsrprincipally due to increases in our Marketaiternative Asset Management and
Real Estate segments of $83.7 million and $34.lianjlrespectively. The change in Investment

60



Table of Contents

Income and Other in our Marketable Alternative Addanagement segment was principally driven byrretearned on a $1.00 billion
investment of a portion of our IPO proceeds infomds of hedge funds, as well as returns earnezlioinvestment in certain of our propriet
hedge funds. The Real Estate segment change istingat Income and Other was attributable to fumdllancreases in the value of
investments compared with the prior year due toedis@ sales within our existing office and limitedspitality sector portfolios. The change
Performance Fees and Allocations resulted prim&dgn a decrease in these revenues in our CorpBratate Equity segment of

$215.0 million. This was due to a lower increasthimnet carrying value of our Corporate Privateifgsegment’s underlying portfolio
investments as compared to 2006. In 2007, thealae\of our Corporate Private Equity segment’s dyae portfolio increased by
approximately 16% as compared to an increase imaleé of approximately 30% in 2006. The 2007 wegdkhaverage base on which this
increase was calculated was approximately 57% gréaan the comparable base in 2006. Most sigmifigadue to the adverse conditions
affecting monoline financial guarantors resultingnfi the turmoil in the credit markets, Blackstoaduced the carrying value of its portfolio
investment in Financial Guaranty Insurance Compuaych accounted for $110.2 million or 51% of thexline in our Corporate Private Eqt
segment’s Performance Fees and Allocations. For,20@ net value of our Real Estate segnsemtiderlying portfolio investments increase:
approximately 35% as compared to an increase imaleé of approximately 85% in 2006. The 2007 waidhaverage base on which this
increase was calculated was approximately threestigneater than the comparable base in 2006. Tdreate in our Corporate Private Equity
segment was partially offset by a $89.3 millionrewse in our Marketable Alternative Asset Managdrmegment primarily attributable to
strong performance in certain of our funds of hefigels, our corporate debt vehicles and certamuofproprietary hedge funds.

Expenses

Expenses were $2.76 billion for the year ended Bxdeg 31, 2007, an increase of $2.21 billion comgavith the prior year. The change
reflected higher Compensation and Benefits of $Bibibn, principally resulting from an increaseéquitybased compensation of $1.77 bill
arising from an equity-based compensation plandfthhot exist prior to our IPO, and $128.8 milliohincreased compensation expenses
including profit sharing arrangements associatetl wir senior managing directors, departed partaedsother selected employees which v
accounted for as partnership distributions pricodo IPO. The net addition of personnel to supfreatgrowth of each of our business segm
including office openings and expansion in Londdong Kong, Japan and India, also contributed tariheease in Compensation and Bene
Additionally, General, Administrative and Otherieased $201.8 million primarily due to $117.6 roifliof amortization expense associated
with our intangible assets which did not existtie period prior to our IPO and an increase of $4%lBon of professional fees due to the costs
of being a public company. Our expenses are priyndriven by levels of business activity, revenuevgth and headcount expansion. In
addition, we expect Compensation and Benefits, @én&dministrative and Other to increase in absotipllars in 2008 related to costs
associated with being a public company.

Other Income

Other Income was $5.42 billion for the year ended@mnber 31, 2007, a decrease of $667.0 milliorlés tompared with the prior year.
The change was due to the deconsolidation of ceofadur funds in our Corporate Private Equity, Restate and Marketable Alternative As
Management segments as described above in “—Cdas$ioli and Deconsolidation of Blackstone Funds&sghgains arose at the Blackstone
funds level, of which $4.06 billion and $5.86 kil were allocated to non-controlling interest hodder the years ended December 31, 2007
and December 31, 2006, respectively.

Capital Deployed

Limited Partner Capital Invested was $14.50 bilfonthe year ended December 31, 2007, an increfa$8.82 billion, or 36%, compatre
with the prior year. The change was due to LimRedtner Capital Invested in our Real Estate segufed.04 billion, offset by a decrease in
our Corporate Private Equity segment of $1.22duilli
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Year Ended December 31, 2006 Compared to Year Hddeember 31, 2005
Revenues

Revenues were $2.62 billion for the year ended Bées 31, 2006, an increase of $1.05 billion or &&pared with the prior year. The
change was due to increases of $598.2 million imddg@ment and Advisory Fees, $386.9 million in Renfmce Fees and Allocations and
$64.1 million in Investment Income and Other. Theréase in Management and Advisory Fees was phinthre to increased fund related fees
in our Corporate Private Equity, Real Estate amdi¢ial Advisory segments of $228.5 million, $1681illion and $136.8 million,
respectively. The Corporate Private Equity segnebahge was driven by an increase in transactionffeen increased investment activity
compared with the prior year and an increase id fuanagement fees principally attributable to B&ioke Capital Partners V (“BCP V"), a
new fund that commenced in December 2005. The Rstate segment change was primarily driven by as@s in transaction fees and fund
management fees due to the net impact of a full gefees earned from two real estate funds, BlmtiesReal Estate Partners V (“BREP V”)
and Blackstone Real Estate Partners Internatibff@REP Int’l II”), which commenced in the secohdlf of 2005, as well as an increase in
both the size and volume of investments as compaithcthe prior year. The change in our Financidiv&sory segment was primarily due to
increase in our corporate and mergers and acaquisiidvisory services fees and from our fund platgrousiness. The changes in both
Performance Fees and Allocations and Investmeihecand Other was primarily driven by an increaseur Real Estate segment due to an
increase in the net appreciation of portfolio irwesnts, as compared with the prior year, partitylarour hospitality and office sectors.

Expenses

Expenses were $553.1 million for the year endecebdoer 31, 2006, an increase of $191.3 million é6E®mpared with the prior year.
The change was primarily due to an increase in @usgtion and Benefits of $67.5 million which reftgtincreased investment activities in
2006, as well as the net addition of personnehddition, Fund Expenses increased $75.7 million@eaderal Administrative and Other
increased $35.0 million primarily due to an inceeasprofessional fees of $14.9 million.

Other Income

Other Income totaled $6.09 billion for the year etdecember 31, 2006, an increase of $2.02 bitlids0% compared with the prior
year. The change was primarily due to increasegirappreciation of portfolio investments in ouraREstate segment, particularly in ¢
hospitality and office sector portfolios. Approxitely $5.86 billion of the increase in Net Gainsnfréund Investment Activities was allocated
to minority interest holders.

Assets Under Management

Assets Under Management were $69.51 billion at Bbez 31, 2006, an increase of $18.41 billion or 3&¥pared with the prior year.
The change was due to increases in Assets Undeadéament of $10.00 billion in our Marketable Alteima Asset Management segment,
$5.87 billion in our Real Estate segment and $Bii#n in our Corporate Private Equity segment.

Capital Deployed

Limited Partner Capital Invested was $10.68 bilfonthe year ended December 31, 2006, an increfa®e.72 billion compared with the
prior year. The increase in Limited Partner Capitakested was due to increased levels of investinemtir Corporate Private Equity and Real
Estate segments and growth in our investment teartiglobal presence.

62



Table of Contents

Segment Analysis

Discussed below are our results of operationsdchef our reportable segments. This informatiorikected in the manner utilized by
our senior management to make operating decisamsgss performance and allocate resources. A kiyrmpance measure historically used
management is Economic Net Income (“ENI"). Refeenio “our”sectors or investments refer to portfolio compaaies investments includ
in the underlying funds that we manage.

ENI represents net income excluding the impachobime taxes and transaction related items, inofudon-cash charges associated with
equity-based compensation and the amortizationtafgibles. However, our historical combined finahstatements prior to the IPO do not
include these non-cash charges nor do such finlsstei@ments reflect compensation expenses inaualiofit-sharing arrangements associated
with our senior managing directors, departed pastaad other selected employees which were acabdmtes partnership distributions prior
to our IPO but are now included as a componenbofgensation and benefits expense for the year ebdeember 31, 2007. Therefore, EN
equivalent to income before taxes in our historemahbined financial statements prior to our IPOl ENused by management for our segments
in making resource deployment and compensatiorsibes.

Revenues and expenses are presented on a baslet¢basolidates the investment funds we managa.rdsult, segment revenues are
greater than those presented on a combined GAAR basause fund management fees recognized irircegi@gments are received from the
Blackstone funds and eliminated in consolidatiorewpresented on a combined GAAP basis. Furtherraegenent expenses are lower than
related amounts presented on a combined GAAP Hasito the exclusion of fund expenses that arepaldmited Partners and the
elimination of non-controlling interests.

Corporate Private Equity
The following table presents our results of operaifor our Corporate Private Equity segment:
Year Ended December 31, 2007 vs. 2006 2006 vs. 2005

2007 2006 2005 $ % $ %
(Dollars in Thousands)

Segment Revenut

Management Fee $367,87¢ $ 404,29¢ $175,77: $ (36,417) (9% $228,52: 13(%
Performance Fees and Allocatic 379,47¢ 594,49: 607,50¢ (215,01) (36)% (13,015 (2%
Investment Income and Oth 117,97: 128,78 131,66: (10,810 (8% (2,876 (2%
Total Revenue 865,32¢ 1,127,57 914,94. (262,249 (239% 212,630 23%

Expense:
Compensation and Benef 96,40: 61,88 42,86 34,52( 56% 19,02: 44%
Other Operating Expens 78,47 55,84 35,38¢ 22,63: 41% 20,45  58%
Total Expense 174,87¢ 117,72: 78,24, 57,15:  49% 39,47¢ 5%
Economic Net Incom $690,45: $1,009,85- $836,69° $(319,400 (32)% $173,157 21%

The following operating metrics are used in the aggament of this business segment:

Year Ended December 31 2007 vs. 2001 2006 vs. 200!
2007 2006 2005 $ % $ %
(Dollars in Thousands)
Assets Under Management (at Period E $31,802,95 $29,808,11 $27,263,41 $1,99484 7% $2,544,69 9%
Capital Deployed
Limited Partner Capital Investe $ 6,331,30- $ 7,549,44' $ 1,856,48! $(1,218,14) (16)% $5,692,96. 307%
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Our Corporate Private Equity segment experiencgtbap rise in revenues during the first half of 200llowed by a steep decline duri
the second half. The investing climate in the firalf of 2007, similar to 2006 and 2005 discusseldw, was generally positive. However,
throughout the second half of 2007, fixed incomek®agdislocations caused a substantial tightenfrayexdit which significantly reduced
funding availability to initiate new, largeized leveraged transactions. Although the aggeegatie of the portfolio investments in our corpe
private equity funds increased from the prior yea¥,did experience a net decrease in the valuertdio investments held in our private equity
funds. Notably, we had a significant decrease énvidlue of our investment in Financial Guarantyragce Company, a monoline financial
guarantor. Since the end of 2007, equity markeis lb@come more challenging globally and fixed ineamarkets have remained challenged.
The duration of the current difficulties is unknaovirut a prolonged continuation of current condisiom the lending markets could have a
significant adverse effect on our Corporate Prideity segment.

During 2006 and 2005, the investing climate for Gorporate Private Equity segment was fundamenpalgjtive. The global economy,
particularly in the United States, performed wetlfporate sale transactions were relatively acpvieate equity funds were increasingly being
considered for acquisitions of public and privatenpanies and debt was available on attractive tefims institutional loan and high yield
markets experienced unprecedented liquidity andeaszd consumer demand for non-investment gradekdpbmarket rate spreads at
historical lows. These market dynamics led to sigaint growth in leveraged buyouts as the avaiighdf low-cost debt lowered our corporate
equity funds’ cost of capital and permitted the akgreater amounts of debt in individual transawsi resulting in higher returns or the ability
to offer additional purchase consideration to thlées.

Year Ended December 31, 2007 Compared to Year Hddeember 31, 2006
Revenues

Revenues were $865.3 million for the year endecebder 31, 2007, a decrease of $262.2 million or 28#6pared with the prior year.
The change was due to decreases of $215.0 milli®eiformance Fees and Allocations, $36.4 millioManagement Fees and $10.8 million
in Investment Income and Other. The change in Pettiormance Fees and Allocations and Investmewniiecand Other was driven primarily
by a lower increase in the net carrying value efunderlying funds’ portfolio investments as conagbto 2006. Specifically, in 2007 the net
value of the underlying portfolio increased by apgmately 16% as compared to an increase in netevall approximately 30% in 2006. The
2007 weighted-average base on which this increasecalculated was approximately 57% greater thadimparable base in 2006. Most
significantly, due to the adverse conditions affegmonoline financial guarantors resulting frore thrmoil in the credit markets, Blackstone
reduced the carrying value of its portfolio inveetthin Financial Guaranty Insurance Company, whittounted for $110.2 million or 51% of
the decline in Performance Fees and Allocations. difange in Management Fees was primarily drivea thgcrease in transaction fees of
$40.8 million due to fewer closed transactions teaterated transaction fees as compared with they@ar. An increase in fund management
fees of $47.2 million, as a result of $4.68 billiohadditional capital raised for BCP V during tear ended December 31, 2007, was entirely
offset by increased management fee reductions D#%4illion. The increase in management fee redastivas due to increases of $38.2
million of broken deal expenses, which includec?d.@ million reverse termination fee incurred impection with the termination of BCP V’s
planned acquisition of a subsidiary of PHH Corpiorgtand $9.2 million of placement fees paid foditidnal capital raised by BCP V.

Expenses

Expenses were $174.9 million for the year endedebdoer 31, 2007, an increase of $57.2 million or 4@#ipared with the prior year.
The increase was primarily due to an increase im@msation and Benefits of $34.5 million, principaésulting from compensation expenses
including profit sharing arrangements associatetl wir senior managing directors, departed partaedsother selected employees which v
accounted for as partnership distributions pricodo IPO. Additionally, Other Operating Expenseg@ased $22.6 million primarily due to a
$18.1 million increase in professional fees priyaiglated to the costs of being a public company.

64



Table of Contents

Assets Under Management

Assets Under Management were $31.80 billion at Béez 31, 2007, an increase of $1.99 billion or ®hpared with the prior year.
The increase was primarily due to $4.68 billioradtlitional capital raised for BCP V. This increasss partially offset by asset dispositions
and a net decrease in value of certain portfokestments, particularly in our financial servicester.

Capital Deployed

Limited Partner Capital Invested was $6.33 billfonthe year ended December 31, 2007, a decregkk 22 billion or 16%, compared
with the prior year. This decrease reflects reduoedstment activity during the year ended Decen®ie2007 due to a substantial tightening
of credit which significantly reduced funding awillity to initiate new, large-sized leveraged #actions.

Year Ended December 31, 2006 Compared to Year Hddeember 31, 2005
Revenues

Revenues were $1.13 billion for the year ended Bédez 31, 2006, an increase of $212.6 million or 23¥hpared with the prior year.

The increase was due to an increase in Manageneestd? $228.5 million, partially offset by an aggate decrease of $15.9 million in
Performance Fees and Allocations and Investmeihecand Other. The increase in Management Feednvas by an increase in transact
fees of $149.6 million resulting from increaseddstment activity in the year ended December 316 2@Mnpared with the prior year and an
increase in fund management fees of $95.8 millet,of management fee reductions, principally lattgble to BCP V, a new fund that
commenced in December 2005. The decrease in Perfoerees and Allocations and Investment IncomeéXdher reflected differences in t
amount of net appreciation, compared with the préear, of certain portfolio investments, particlyaur energy sector which benefited from
increases in exit multiples in 2005.

Expenses

Expenses were $117.7 million for the year endedebdoer 31, 2006, an increase of $39.5 million or B@#pared with the prior year.
The increase was primarily due to an increase im@msation and Benefits of $19.0 million reflectangrowth in headcount to support
increased investment activity. Additionally, Ott@perating Expenses increased $20.5 million primakhiiven by increases in professional fees
of $9.3 million and interest expense of $5.9 millio

Assets Under Management

Assets Under Management were $29.81 billion at Béez 31, 2006, an increase of $2.54 billion or @¥hpared with the prior year,
arising primarily from $3.81 billion of additionabpital raised for BCP V during the year ended Demer 31, 2006.

Capital Deployed

Limited Partners Capital Invested was $7.55 billionthe year ended December 31, 2006, an increa®®.69 billion, compared with the
prior year. This increase reflected increasesérsthe and volume of investment activity in theryesaded December 31, 2006 compared with
the prior year due to growth in the availabilitydebt financing for private equity buyers on attirgeterms.
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Real Estate
The following table presents our results of operatifor our Real Estate segment:
Year Ended December 31, 2007 vs. 2006 2006 vs. 2005

2007 2006 2005 $ % $ %
(Dollars in Thousands)

Segment Revenut

Management Fee $ 569,76! $263,13( $100,07¢ $306,63! 117% $163,05 165%
Performance Fees and Allocatic 623,20( 633,59¢ 242,46. (10,39¢ (2% 391,13: 161%
Investment Income and Oth 136,57¢ 102,44 50,87¢ 34,13¢  33% 51,56¢ 101%
Total Revenue 1,329,54: 999,17( 393,410 330,37 33% 605,75 154%

Expense:
Compensation and Benef 145,14¢ 67,761 47,21t 77,37¢  114% 20,55 44%
Other Operating Expens 54,82¢ 28,65¢ 21,21 26,17C  91% 7,446  35%
Total Expense 199,97¢ 96,42¢ 68,42¢ 103,54¢ 107/% 27,99¢  41%
Economic Net Incom $1,129,56! $902,74« $324,98! $226,82: 25% $577,75¢ 17&%

The following operating metrics are used in the aggament of this business segment:

Year Ended December 31 2007 vs. 200! 2006 vs. 200!
2007 2006 2005 $ % $ %
(Dollars in Thousands)
Assets Under Management (at Period E $26,128,04 $12,796,99 $6,927,99 $13,331,05 104% $5,869,000 _85%
Capital Deployed
Limited Partner Capital Investt $ 8,171,85- $ 3,130,94' $1,105,88. $ 5,040,90! 161% $2,025,06: 18:%

During the first half of 2007, the environment fmmmercial real estate investments including léegeraged transactions was robust,
with rising asset prices and easy credit. In ttoeseé half of 2007, downturns in sub-prime marketstb liquidity issues in other fixed income
markets, which had a negative impact on the comialdending markets. Since the beginning of theosechalf of 2007, commercial lenders
have been reluctant to make new large scale IGanthe extent that existing real estate loans wwemewed or smaller individual asset loans
were initiated, lenders have generally employeidtstrcovenants, lower loan-to-asset value pergestand higher spreads. The reduced credit
availability impeded our ability to initiate largkeveraged asset acquisitions or dispositions. é¢dinber 31, 2007, the real estate lending
environment showed no signs of near term improvémen

Despite these conditions, underlying commercidl estate fundamentals have remained generallyhyealith pockets of weakness.
Certain office markets, such as South Florida, Bi@go and Orange County showed weakness as a oésaltent new construction and
reduced tenant demand due to sub-prime and refaedt dislocation. Most other office markets remadistable as office supply and demand
generally remained in balance. At December 31, 2060i@ditions in certain office markets, such astBosNew York, Los Angeles and
Northern California, where the vast majority of dund< office portfolio investments are located, remairfavorable as a result of limited new
supply and stable leasing demand. Hotel fundameatab remained favorable in late 2007 with cothmodest growth. While U.S.
residential housing markets have experienced $igmif weakness with no evidence of any improverasrif yet, we have very minimal
exposure to residential housing.

During 2005 and 2006, macroeconomic conditions gglyesupported continued economic growth. Thergjtie of demand for real
estate, particularly in our office and lodging sest continued to be heavily correlated with therggth of the U.S. economy, as indicated by
gross domestic product and office employment growth

Economic slowdowns and/or recessions will havedureise impact on most commercial real estate, adhaisually with a time lag to
other major industries. If U.S. growth slows madhyi it is likely that hotel demand will soften dudemand for new office space will be
curtailed. At the same time, new commercial real
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estate construction is likely to be curtailed. tiigion, it is likely that commercial real estatécpng will further soften putting pressure on
existing asset values, which could create attracicquisition opportunities in the future. A conta reduction of interest rates by Federal
Reserve might lessen the impact of a general ecimnglowdown on fundamentals from a valuation pectipe.

Year Ended December 31, 2007 Compared to Year Hddeember 31, 2006
Revenues

Revenues were $1.33 billion for the year ended Béez 31, 2007, an increase of $330.4 million or 3%¥hpared with the prior year.
The change was due to increases of $306.6 millidianagement Fees and $34.1 million in Investmeodrine and Other, partially offset by a
decrease in Performance Fees and Allocations aB$thdlion. The change in Management Fees was dribyea $205.2 million increase in
transaction fees, primarily due to the acquisitiohBlilton Hotels and Equity Office Properties Trdsiring 2007. Additionally, fund
management fees increased $99.0 million, net @fierease in management fee reductions of $2.3anjlattributable to $114.3 million of ful
management fees generated from $10.11 billion pitalaraised for our new fund, BREP VI, which conmoed in February 2007. The change
in Investment Income and Other was attributableital level increases in the value of investmentagared with the prior year due to
accretive sales within our existing office and tiedi hospitality sector portfolios. Overall, for thear ended December 31, 2007, the net value
of the underlying portfolio investments increasgdapproximately 35% as compared to an increasetivalue of approximately 85% in the
prior year. The year ended December 31, 2007 waighverage base on which this increase was catdueds approximately three times
greater than the comparable base in the prior yarrelated current year Performance Fees anadtilons were slightly lower compared w
the prior year due to the increased amount of icefées and expenses that must be deducted whéitthbeaeffect of reducing our carried
interest share of such increases in value.

Expenses

Expenses were $200.0 million for the year endedebdoer 31, 2007, an increase of $103.5 million cawgbavith the prior year. The
change was primarily driven by an increase in Campgon and Benefits of $77.4 million, principatBlated to compensation expenses
including profit sharing arrangements associatetl wiir senior managing directors, departed partmedsother selected employees which v
accounted for as partnership distributions prioouo IPO. Headcount additions required to meetimeneased investment activity, due to
expansion into Asia and the launch of BREP VI, a@gntributed to the increase in Compensation ameits. Other Operating Expenses
increased $26.2 million, primarily related to anriase in professional fees of $17.5 million duth&costs of being a public company.

Assets Under Management

Assets Under Management were $26.13 billion at Bbez 31, 2007, an increase of $13.33 billion coragavith the prior year. The
change was primarily due to $10.11 billion of capraised for BREP VI and an increase in the nptepation of portfolio investments,
primarily in our office and hospitality sectors.

Capital Deployed

Limited Partner Capital Invested was $8.17 billfonthe year ended December 31, 2007, an increfadb® @4 billion compared with the
prior year. The change reflected an increase mai volume of investment activity in 2007, mastiably the acquisitions of Hilton Hotels for
$3.71 billion and Equity Office Properties Trust £8.27 billion.

Year Ended December 31, 2006 Compared to Year Hddeember 31, 2005
Revenues

Revenues were $999.2 million for the year endecebdxer 31, 2006, an increase of $605.8 million cawgbavith the prior year. The
change was due to increases in Performance Feesllandtions of $391.1 million, Management Fee$®63.1 million and Investment Incol
and Other of $51.6 million. The change in both Beniance Fees and Allocations and Investment IncmdeOther reflected an increase in the
net appreciation of portfolio investments, as coragawith the prior year, particularly in our hosgity and office
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sectors. The change in Management Fees was piyndaiven by increases in transaction fees of $&aillion and fund management fees of
$75.6 million, net of management fee reduction® ferease in fund management fees was due tcetiimpact of a full year of fees earned
from two real estate funds, BREP V and BREP Inf'Which commenced in the second half of 2005 a$ agean increase in both the size and
volume of investments as compared with the pri@ryEor the year ended December 31, 2006, thenremtal Management Fees generated
from BREP V and BREP Int'l Il were $75.7 million @$20.1 million, respectively, as compared with phier year.

Expenses

Expenses were $96.4 million for the year ended Bdee 31, 2006, an increase of $28.0 million or 4B pared with the prior year.
Compensation and Benefits increased $20.6 millieffiecting increased compensation to existing persbin addition to a growth in
headcount to support increased investment actiitglitionally, Other Operating Expenses increased $illion primarily due to an increase
in professional fees of $3.2 million and interegbense of $2.7 million.

Assets Under Management

Assets Under Management were $12.80 billion at Bbex 31, 2006, an increase of $5.87 billion or 8&#tpared with the prior year.
The increase was primarily due to a subsequeningas $3.38 billion of Limited Partner commitmenitsthe first half of 2006 in BREP V, a
net appreciation of portfolio investments.

Capital Deployed

Limited Partners Capital Invested was $3.13 billionthe year ended December 31, 2006, which reptssn increase of $2.03 billion
compared with the prior year. This change refleetedncrease in the size and volume of investmetintity in 2006, which included major
acquisitions, as well as add-on investments inoffice and hotel sector portfolios of $1.49 billiand $1.50 billion, respectively.

Marketable Alternative Asset Management
The following table presents our results of operatifor our Marketable Alternative Asset Managensegfment:
Year Ended December 31, 2007 vs. 2006 2006 vs. 2005

2007 2006 2005 $ % $ %
(Dollars in Thousands)

Segment Revenut

Management Fee $322,93: $188,39! $117,83: $134,54. 71% $ 70,55¢ 60%
Performance Fees and Allocatic 156,58 67,32: 44,66¢ 89,26 13%% 22,65¢ 51%
Investment Income and Oth 148,47¢  64,75!  44,43¢ 83,72t 12% 20,31: 46%
Total Revenue 627,99¢ 320,46¢ 206,93¢ 307,53( 96% 113,52 55%

Expense:
Compensation and Benef 150,33( 74,85" 55,92: 75,47% 101% 18,93 34%
Other Operating Expens 74,72¢ 53,94: 36,88¢ 20,78¢ 39% 17,05¢ 46%
Total Expense 225,05¢ 128,79 92,80¢ 96,26 75% 35,98t 39%
Economic Net Incom $402,93¢ $191,66¢ $114,13( $211,26¢ 11C% $ 77,53¢ 68%

The following operating metrics are used in the aggament of this business segment:

Year Ended December 31, 2007 vs. 2006 2006 vs. 2005
2007 2006 2005 $ % $ %
(Dollars in Thousands)
Assets Under Management (at Period E $44,496,37 $26,907,09 $16,907,42 $17,589,27 65% $9,999,67. 5%
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The Marketable Alternative Asset Management segmeaw significantly during the year ended Decen81er2007 as we expanded our
funds of hedge funds products to include four neretegies, expanded our investor base and delifaxedable investment performance.

During 2007, the performance of our Marketable miggive Asset Management segment was primarilycegteby the dislocation in the
credit markets in the second half of 2007. Our fuaftihedge funds business as well as our propyigtaestment funds had positive investm
returns in 2007. Although the current conditionghia credit markets have somewhat tempered invdstoand for new traditional senior debt
vehicles that we might seek to create, it may afard us opportunities to expand the breadth ofiovestment market product offerings. Our
business is subject to unforeseen changes in meokelitions and we cannot predict how long theenirunsettled market conditions will
continue.

During 2006, our funds of hedge funds experienggaifscant inflows of investments from our predoraintly institutional investor base.
Overall, our portfolios benefited from improved femance. Market conditions in the distressed sgesmarket were adversely affected by
record low “high-yield” default rates and “stressednds trading at tight credit spreads over treasu

Year Ended December 31, 2007 Compared to Year Hddeember 31, 2006
Revenues

Revenues were $628.0 million for the year endedebder 31, 2007, an increase of $307.5 million &6 ¥®mpared with the prior year.
The change was due to increases of $134.5 millidianagement Fees, $89.3 million in Performance faed Allocations and $83.7 million
Investment Income and Other. The change in ManageRees was primarily due to an increase in Addatter Management of $17.59 billic
resulting from significant net inflows from institanal investors in new and existing funds, anéase in net appreciation of the portfolio and
the launch of our equity hedge fund in the fountlarer of 2006. The change in Performance Fee®\lnchtions was primarily attributable to
favorable investment performance in certain offoads of hedge funds, our corporate debt vehiatelscartain of our proprietary hedge funds.
The change in Investment Income and Other was ipaiig driven by returns earned on a $1.00 billiomestment of a portion of our IPO
proceeds in our funds of hedge funds, as well asme earned on our investment in certain of ooppetary hedge funds.

Expenses

Expenses were $225.1 million for the year endedebdoer 31, 2007, an increase of $96.3 million or Za¥hipared with the prior year.
The change was primarily due to an increase in @Gusgtion and Benefits of $75.5 million, principaidfated to compensation expenses
including profit sharing arrangements associatetl wir senior managing directors and other selestegloyees which were accounted for as
partnership distributions prior to our IPO. Persalradditions to support asset growth, expansiamrietv business initiatives and the creatic
new investment products contributed to the incréasempensation expenses. Additionally, Other @peg Expenses increased $20.8 milli
primarily due to an increase in professional feesaiated with raising capital and costs of beipglaic company.

Assets Under Management

Assets Under Management were $44.50 billion at Béez 31, 2007, a net increase of $17.59 billio65%¥ compared with the prior
year. The change was due to significant inflowsfi@ globally diverse base of clients, as well as&iu25 billion investment of some of c
IPO proceeds in our funds of hedge funds and petarsi hedge funds. Additionally, an increase inapgdreciation of the portfolio contributed
to the total increase. Our funds of hedge funddritnried $11.93 billion, or 68%, to the overall iease, primarily arising from new
contributions from pension funds and financialitasibns worldwide as well as a $1.00 billion intregnt of some of our IPO proceeds. Our
proprietary hedge funds and our corporate debtclehcontributed $2.64 billion and $2.13 billioaspectively, of the overall increase.
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Year Ended December 31, 2006 Compared to Year Hddeember 31, 2005

Revenues

Revenues were $320.5 million for the year endedebdxer 31, 2006, an increase of $113.5 million,58%65compared with the prior ye
The change was due to increases in ManagemenbF&&8.6 million, $22.6 million in Performance Fesesl Allocations and $20.3 million in
Investment Income and Other. The change in ManageRees was due to a $10.00 billion increase iressgnder Management, for the year
ended December 31, 2006 as compared with the yeam, particularly related to funds of hedge furmsporate debt vehicles and our
proprietary hedge funds. The change in Perform&ees and Allocations and Investment Income andr@the primarily due to an increase in
net appreciation in our funds of hedge funds awgpetary hedge funds. Additionally, the launchoaf equity hedge fund in the fourth quarter
of 2006 contributed to the increase in Performdrees and Allocations and Investment Income andrOithese increases were partially offset
by a decrease in net appreciation in our mezzdnmas.

Expenses

Expenses were $128.8 million for the year endedebdoer 31, 2006, an increase of $36.0 million, &b638ompared with the prior year.
Compensation and Benefits increased $18.9 millio486 primarily due to an increase in headcoursfgport expansion into new areas and
the creation of new investment products. Other @p®y Expenses increased $17.1 million primarilg ¢luincreases in interest expense of
$4.5 million and professional fees of $4.0 millidriven by increased investment activity.

Assets Under Management

Assets Under Management were $26.91 billion at Bbez 31, 2006, an increase of $10.00 billion or 3@¥mpared with the prior year.
The increase was due to increased net capitaltenés existing funds of $7.00 billion and net ¢apinvested in new funds of $3.00 billion.

Financial Advisory
The following table presents our results of operatifor our Financial Advisory segment:
Year Ended December 31, 2007 vs. 2006 2006 vs. 2005

2007 2006 2005 $ % $ %
(Dollars in Thousands)

Segment Revenut

Advisory Fees $360,28: $256,91« $120,13t $103,37( 40% $136,77¢ 114%
Investment Income and Oth 7,374 3,40¢ 1,33i 3,96€ 11€% 2,071 15%%
Total Revenue 367,65t 260,32 121,47 107,33t 41% 138,84 114%

Expense:
Compensation and Benef 132,63: 45,56 36,60¢ 87,07C 191% 8,957 24%
Other Operating Expens 39,03} 20,88t 17,75¢ 18,15! 87% 3,12¢ 18%
Total Expense 171,67 66,44¢ 54,36+ 105,22] 15&% 12,08¢ 22%
Economic Net Incom $195,98¢ $193,87. $ 67,117 § 2,11t 1% $126,76: 18%

After steady growth during 2005, 2006 and the fiif of 2007, the financial advisory businessteslao acquisitions in the U.S., began
to decline in the second half of 2007. However,dpean transactions among corporate buyers incre@lednarket for restructuring and
reorganization advisory services activity improvede in part to the recent turmoil in the creditrkess. Our fund placement business
experienced substantial growth throughout the pefidis growth was the result of a continued fabtgand expanding global environment
fund-raising. Although the tightening of the credlifrkets caused some slowdown in the fund-raisiMy@nment, it also created new fund-
raising opportunities for distressed debt relatedl§, which benefited our placement business.
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In 2006 and 2005, the conditions in the mergersamugisitions market were favorable as senior mamagt and boards of directors
increased their focus on expansion. This in tusldd an increase in mergers and acquisitions. Aaddilly, the increase in assets under
management among private equity funds and the &eiconditions in the debt capital markets lethtwe acquisition transactions involving
private equity firms. Considerable capital flowghe alternative investment sector led to the comomament and subsequent growth of our 1
placement business. The market for restructuringranrganization advisory services was adverségctedd by the reduction in bankruptcies
and debt defaults due to the strong positive ecamenvironment and robust liquidity in the market.

Year Ended December 31, 2007 Compared to Year Hddeember 31, 2006
Revenues

Revenues were $367.7 million for the year endecebdxer 31, 2007, an increase of $107.3 million &64&bmpared with the prior year.
The increase was primarily driven by increase®esfof $111.0 million generated from our fund ptaert business and $13.0 million from
restructuring and reorganization advisory servipastially offset by a $20.6 million decrease irdeearned by our corporate and mergers and
acquisitions advisory services. The revenues g&efzy each of the businesses in our financialssmlyisegment are transactional in nature
and therefore results can fluctuate significantbynf period to period.

Expenses

Expenses were $171.7 million for the year endecebBdoer 31, 2007, an increase of $105.2 million cawgbavith the prior year. The
increase was primarily due to an increase in Comsgion and Benefits of $87.1 million, principallated to compensation expenses
associated with our senior managing directors dherselected employees which were accounted fpadsership distributions prior to our
IPO. Personnel additions in our fund placement@nrgorate and mergers and acquisitions businetsesantributed to the overall increase in
compensation expense. Additionally, Other Operafirgenses increased $18.1 million, principally tuacreased professional fees of $8.8
million primarily due to the costs of being a paltiompany and other costs of $9.1 million primadie to the expansion of our London-based
fund placement and corporate and mergers and dogpssadvisory services businesses.

Year Ended December 31, 2006 Compared to Year Hddeember 31, 2005
Revenues

Revenues were $260.3 million for the year endecebdxer 31, 2006, an increase of $138.8 million caegbavith the prior year. The
increase was primarily due to an increase of $80llion in our corporate and mergers and acquisgiadvisory services fees and $45.4 mil
of fees arising from our fund placement business.

Expenses

Expenses were $66.4 million for the year ended Beg 31, 2006, an increase of $12.1 million or 22%¥hpared with the prior year.
The increase was primarily due to an increase img@@msation and Benefits expense of $9.0 milliontdueeadcount growth in our fund
placement business and our corporate and mergéracauisitions advisory businesses. Additionallihed Operating expenses increased $3.1
million.

Liquidity and Capital Resources
Historical Liquidity and Capital Resource

On a historical basis we have drawn on the captdurces of Blackstone personnel together witlcgmemitted capital from our Limite
Partners in order to fund the investment requirdmefthe Blackstone funds. In addition, we reqa@pital resources to support the working
capital needs of our businesses as well as todumgth and investments in new business initiatiVés.have multiple sources of liquidity to
meet these capital needs, including accumulatedregs in the businesses and access to the comrittdit facilities described in Note 9 to
consolidated and combined financial statementsided in this Form 10-K.
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Our historical consolidated and combined statemeintash flows reflect the cash flows of the Blaoke operating businesses as well as
those of our consolidated Blackstone funds. Thetass the consolidated Blackstone funds, on asgpasis, had been much larger than the
assets of our operating businesses and therefdra Babstantial effect on the reported cash fleflected in our statement of cash flows. As
stated above in “Combined Results of Operationgt”assets under management, which are primarikeseptative of the net assets within the
Blackstone funds, have grown significantly durihg periods reflected in our consolidated and coetbfinancial statements. This growth is a
result of these funds raising and investing capétatl generating gains from investments, duringefperiods. Their cash flows, which were
historically reflected in our combined statementash flows, increased substantially as a resuhisfgrowth. More specifically, the primary
cash flow activities of the consolidated Blackstéumeds have historically been in (1) raising cdditam their investors, which have historice
been reflected as narentrolling interests of consolidated entities ur oconsolidated and combined financial stateméRjysing this capital t
make investments, (3) financing certain investmauitls debt, (4) generating cash flow from operagitirough the realization of investments,
and (5) distributing cash flow to investors. Tha&dstone funds are treated as investment compfmiascounting purposes and therefore
these amounts are included in cash flows from djpers As described above under “—Consolidation Badonsolidation of Blackstone
Funds,” concurrently with the Reorganization, ttentibuted Businesses that act as a general patr@econsolidated Blackstone fund (with
the exception of Blackstone’s proprietary hedgedfuand four of the funds of hedge funds) took teessary steps to grant rights to the
unaffiliated investors in each respective fundrovile that a simple majority of the fund’s unaéfied investors will have the right, without
cause, to remove the general partner of that furid accelerate the liquidation date of that fum@écordance with certain procedures. The
granting of these rights resulted in the deconatitish of such investment funds from the Partnefshipnsolidated financial statements and the
accounting of Blackstone’s interest in these fumalder the equity method. With the exception ofaiarfunds of hedge funds, these rights
became effective on June 27, 2007 for all Blackstiomds where these rights were granted. The aféedate of these rights for the applicable
funds of hedge funds was July 1, 2007. The conat@diresults of these funds have been reflectdteiartnership’s consolidated and
combined financial statements up to the effectize @f these rights.

We have managed our historical liquidity and cdpeguirements by focusing on our deconsolidatesth deows. Our primary cash flow
activities on the basis of deconsolidating the Bsagne funds are (1) generating cash flow from afgens, (2) funding general partner capital
commitments to Blackstone funds, (3) generatingrme from investment activities, (4) funding cap&apenditures, (5) funding new business
initiatives, (6) borrowings and repayments undediragreements and (7) distributing cash flowmwmers. Cash distributed to unitholders may
be provided through distributions received fromd&ktone funds or through borrowings from existingdit facilities described in Note 9 to t
consolidated and combined financial statements.

We have managed the historical liquidity and capéquirements of Blackstone Group by focusing anaash flows before the
consolidation of the Blackstone funds and the ¢féé@ormal changes in assets and liabilities whighanticipate will be settled for cash wit
one year. Normal movements in our short-term ass®tdiabilities do not affect our distribution @&ons given our current and historically
available borrowing capability. We use adjustechdémwy from operations as a supplemental non-GAAdasure to assess liquidity and
amounts available for distribution to Blackstonespanel. See a discussion of our cash distribygaity under”’- Our Future Sources of Cash
and Liquidity Needs.” As noted above, in accordanith GAAP, certain of the Blackstone funds aresaitated into the consolidated and
combined financial statements of Blackstone Growgyithstanding the fact that Blackstone Groupdrag a minority economic interest in
these funds. Consequently, Blackstone Group’s dimtleded and combined financial statements refleetdash flow of the consolidated
Blackstone funds on a gross basis rather thanasie ftow attributable to Blackstone. Adjusted cisWv from operations is therefore intended
to reflect the cash flow attributable to Blackst@amel is equal to cash flow from operations preskmeccordance with GAAP, adjusted for
cash flow relating to changes in our operating tasaed liabilities, Blackstone funds-related inwesit activity, net realized gains on
investments, differences in the timing of realipmihs between Blackstone and Blackstone funds, nityriaterest related to departed partners
and non-controlling interests in income of consatiédi entities and other non-cash adjustments. \lilevbehat adjusted cash flow from
operations provides investors with useful inforroaton the cash flows of Blackstone Group relatmgur required capital investments and our
ability to make annual cash distributions. Howeegljusted cash flow from operations should notdresitlered in isolation or as an alternative
to cash flow from operations presented in accordavith GAAP.
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Following is a reconciliation of Net Cash (Used Rrpvided by Operating Activities presented on aABAasis to Adjusted Cash Flow
from Operations:

Year Ended December 31

2007 2006 2005
(Dollars in Thousands)

Net Cash (Used in) Provided by Operating Activi $ (850,29t $(4,396,61) $2,709,25
Changes in Operating Assets and Liabili 188,58: 1,154,68I 4,13¢
Blackstone Funds Related Investment Activi 1,699,43. 3,776,32! (2,608,41)
Net Realized Gains on Investme 3,800,13 5,054,99! 4,918,36:
Non-controlling Interests in Income of Consolidated it (1,521,30) (3,950,66) (3,631,179
Other Nor-Cash Adjustment (11,22) 41,92¢ 52,421

Adjusted Cash Flow from Operatio $3,305,33; $1,680,65 $1,444,59

Operating Activities

Our net cash flow used in operating activities $850.3 million for the year ended December 31, 2@0fecrease of $3.55 billion
compared with the prior year. Our usage primarilgsisted of net purchases of investments by cateselil Blackstone funds, after proceeds
from sales of investments, of $1.70 billion and retlized gains on investments of the Blackstomel$wf $3.80 billion. These usages were
partially offset by non-controlling interests ircome of consolidated entities of $1.52 billion auglity-based compensation expense of
$1.77 billion. These amounts also represent theafiignt variances between net income of $1.62dniland cash flow from operations and are
reflected as operating activities pursuant to itmesit company accounting. The increasing capitatiseeflect the growth of our business
while the fund-related activities requirements vlaged upon the specific investment activitiesdpewnducted at a point in time. These
movements do not adversely affect our liquidityearnings trends because we currently have, andate having, access to available
borrowing capability.

Our net cash flow used in operating activities %<0 billion for the year ended December 31, 2@06&pared with cash provided by
operations of $2.71 billion for the year ended Dweber 31, 2005. Our usage primarily consisted ofuethases of investments by consolid
Blackstone funds, after proceeds from sales ofstments, of $3.78 billion and net realized gainsnmestments of the Blackstone funds of,
$5.05 billion, partially offset by non-controllirigterests in income of consolidated entities 0B$3illion.

Investing Activities

Our net cash flow used in investing activities &5.6 million for the year ended December 31, 2@®7increase of $31.4 million
compared with the prior year. The increase from62@8s primarily due to the deconsolidation of derte our funds in our Corporate Private
Equity, Real Estate and Marketable Alternative A88anagement segments as described under “Consoticend Deconsolidation of
Blackstone Funds.” Our investing activities inclddbe purchases of furniture, equipment and leddeimprovements.

Our net cash flow used in investing activities Bad4.2 million for the year ended December 31, 2@d6ncrease of $16.8 million
compared with the prior year. The change was damtiocrease in the purchase of furniture and exei to support a net increase in
headcount.

Financing Activities

Our net cash provided by financing activities wa$8 billion for the year ended December 31, 2@0decrease of $2.82 billion from the
prior year. Our financing activities generated cadlows primarily from
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receiving $7.50 billion in cash proceeds from tuance of units in our IPO and the sale of nomgatommon units to Beijing Wonderful
Investments (see “—Significant Transactions-IniBablic Offering”), contributions made by, net d$ttibutions made to, the investors in our
consolidated Blackstone funds, which were histdisicaflected as non-controlling interests in colidated entities, of $1.40 billion during the
year. These activities were partially offset by phechase of interests from our predecessor ovafe$4.57 billion for the year ende
December 31, 2007 (see “—Significant TransactioeefBanization”; “—Significant Transactions-InitRublic Offering”) and making
distributions to, net of contributions by, our peedssor owners of $2.35 billion.

Our net cash flow provided by financing activitieas $4.46 billion for the year ended December BD62 compared with cash used in
financing operations of $2.74 billion for the yesnded December 31, 2005. Our financing activitersegated cash inflows primarily from
contributions made by, net of distributions madehe investors in our consolidated Blackstone fyn¢hich were historically reflected as non-
controlling interests in consolidated entities$6f67 billion and net draws on our credit agreenoéi$134.9 million. These activities were
partially offset by distributions to, net of cotumitions by, Blackstone personnel of $1.34 billion.

Our Future Sources of Cash and Liquidity Needs

We expect that our primary liquidity needs will tegsh to (1) provide capital to facilitate the growf our existing asset management and
financial advisory businesses, including throughding a portion of our general partner commitmeatand alongside our carry funds,
(2) provide capital to facilitate our expansiorimew businesses that are complementary to ouirexisset management and financial
advisory businesses and that can benefit from hegfiiiigated with us, (3) pay operating expensesjuding cash compensation to our
employees, (4) fund capital expenditures, (5) rdpayowings and related interest costs, (6) pagrime taxes and (7) make distributions to our
unitholders and the holders of Blackstone HoldiRgstnership Units in accordance with our distrimitpolicy. Our own capital commitments
to our funds and funds we invest in as of DecerBlie2007, consisted of the following:

Original Remaining
Fund Commitment Commitment
(Dollars in Thousands)

Corporate Private Equity and Related Funds

BCP V $ 629,35¢ $ 348,68t
BCP IV 150,00( 25,55¢
BCOM 50,00( 6,57¢
Real Estate Funds
BREP VI 750,00( 464,35
BREP V 52,54¢ 9,61(
BREP International | 29,45¢ 7,83
BREP IV 50,00( 4,96
BREP Internationz 20,00( 3,69¢
Marketable Alternative Asset Management
BMEZZ Il 17,69: 8,62¢
BMEZZ 41,00( 2,60¢
Strategic Alliance 50,00( 43,06¢
Value Recoven 25,00( 22,74¢
Credit Liquidity Partner: 32,24« 32,24
Total $1,897,29! $ 980,57¢

Taking into account generally expected market diorts, we believe that the sources of liquidityadsed below will be sufficient to
fund our working capital requirements.

In addition to the cash we received in connectidth wur IPO, we receive cash from time to time fr(ih cash generated from operatic
(2) carried interest and incentive income real@agiand (3) realizations on the investments thatake. We expect to use this cash to assi
in making cash distributions to our common unitleotdon a quarterly basis in accordance with ourildigion policy. Our ability to make cash
distributions to
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our common unitholders will depend on a numbeiactdrs, including among others general economicoaisthess conditions, our strategic
plans and prospects, our business and investmeottopities, our financial condition and operatnegults, working capital requirements and
anticipated cash needs, contractual restrictiodsoafigations, legal, tax and regulatory restriciprestrictions and other implications on the
payment of distributions by us to our common urilkes or by our subsidiaries to us and such otheiofs as our general partner may deem
relevant. Cash distributed to unitholders may lwidled through distributions from the entities thaimprise our business or through
borrowings from our existing or future credit fatbds.

Under the Delaware Limited Partnership Act, we maymake a distribution to a partner if after tigtribution all our liabilities, other
than liabilities to partners on account of theirtparship interests and liabilities for which tleeourse of creditors is limited to specific prog:
of the partnership, would exceed the fair valuewfassets. If we were to make such an impermessiistribution, any limited partner who
received a distribution and knew at the time ofdistribution that the distribution was in violatiof the Delaware Limited Partnership Act
would be liable to us for the amount of the disitibn for three years. In addition, the terms of myolving credit facility require that the ratio
of recourse debt of the Blackstone Holdings pastnigs on a combined basis to partners’ capitah@Blackstone Holdings partnerships on a
combined basis be no greater than one to one, whaghprohibit us from making certain distributioSsibject to a notice period and a cure
period, distributions in violation of the termsair revolving credit facility would result in a defit under our revolving credit facility.

In the future, we may also issue additional commmoits and other securities to investors and ourleyegs with the objective of
increasing our available capital which would bedusfse purposes similar to those noted above.

In January 2008, the Board of Directors of our gahgartner, Blackstone Group Management L.L.Cthatized the repurchase of up to
$500 million of our common units and Blackstone diioyjs Partnership Units. Under this unit repurch@egram, units may be repurchased
from time to time in open market transactions, fingtely negotiated transactions or otherwise. fiimeng and the actual number of Blackstone
common units and Blackstone Holdings Partnershijssitepurchased will depend on a variety of factorsluding legal requirements, price
and economic and market conditions. This unit relpase program may be suspended or discontinuety din@e and does not have a specified
expiration date. Approximately $300 million of cauthorization is currently intended to offset thguance of units as part of the consideration
in the GSO acquisition.

We intend to use leverage opportunistically and ¢ivee to create the most efficient capital struetior Blackstone and our public
common unitholders. We do not anticipate approaghignificant leverage levels over the next yeamar since the net proceeds from the IPO
and the sale of non-voting common units to theiBgijVonderful Investments are expected to be omcywal source of financing for our
business during that period. However, our debteoitg ratio may increase substantially in the faturhis strategy will expose us to the typical
risks associated with the use of substantial l@erancluding affecting the credit ratings that ni&yassigned to our debt by rating agencies.
For a description of our credit facilities, see &l8tto the consolidated and combined financiakstants.

Our corporate private equity funds, real estatel$usnd funds of hedge funds have not historicdllized substantial leverage at the fund
level other than for short-term borrowings betwédendate of an investment and the receipt of clpden the investing fund’s investors. Our
corporate private equity funds and real estatedundke direct or indirect investments in compattias utilize leverage in their capital
structure, including leverage incurred by the pidfcompany resulting from the structuring of fabed’s investment in the portfolio company.
The degree of leverage employed varies among piortfompanies based on market conditions and thigtio company’s financial situation.
Our corporate private equity funds and real edtatds do not monitor leverage employed by theitfpbo companies in the aggregate.
However, for companies under our funds’ controbeer which our funds have significant influencesibur policy to endeavor to cause the
portfolio company to maintain appropriate contrmml@r its liquidity and interest rate exposures.

Our MAAM entities use leverage within their funaisdarder to obtain additional market exposure, enbaaturns on invested capital
and/or to bridge short-term cash needs. The fofteverage primarily employed by our funds are pasing securities on margin, utilizing
collateralized financing and using derivative ingtents. The fair value of derivatives generallyl i between 0% to 20% of the funds’ net
asset values. Generally, gross leverage will ibérrange of 0% to 250% of our funds’ net assatesland net leverage exposure on certain of
our funds is generally in the range of 0% to 75%uwffunds’ net asset values. Additionally, ourdamgenerally hold between 0% to 15% of
their net asset values in cash and cash equivalents
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Critical Accounting Policies

We prepare our consolidated and combined finaistééments in accordance with accounting princigéeerally accepted in the United
States. In applying many of these accounting ppilesi, we need to make assumptions, estimates gndgments that affect the reported
amounts of assets, liabilities, revenues and exggeinsour consolidated financial statements. We loais estimates and judgments on historical
experience and other assumptions that we belie/esasonable under the circumstances. These assnm@stimates and/or judgments,
however, are often subjective. Our assumptionsoamactual results may be affected negatively basechanging circumstances or change
our analyses. If actual amounts are ultimatelyedéft from our estimates, the revisions are inaudeur results of operations for the perio
which the actual amounts become known. We beliegddllowing critical accounting policies could patially produce materially different
results if we were to change underlying assumptiesmates and/or judgments. See the notes toamsolidated and combined financial
statements for a summary of our significant accognpolicies.

Principles of Consolidatior

Our policy is to combine, or consolidate, as appete, those entities in which, through Blackstpeesonnel, we have control over
significant operating, financial or investing déeiss of the entity.

For entities that are determined to be VIE’s, westdidate those entities where we absorb a majofitiie expected losses or a majority
of the expected residual returns, or both, of ®mdity pursuant to the requirements of Financiatd\mting Standards Board (“FASB”)
Interpretation No. 46 (Revised December 20@2)nsolidation of Variable Interest Entities-an irgeetation of ARB No. 5¢'FIN 46(R)"). The
evaluation of whether a fund is subject to the nexpients of FIN 46(R) as a VIE and the determimatibwhether we should consolidate su
VIE requires management'’s judgment. In addition,cersolidate those entities we control through goritg voting interest or otherwise,
including those Blackstone funds in which the gahpartners are presumed to have control over fhasuant to Emerging Issues Task Force
(“EITF”) Issue No. 04-5Determining Whether a General Partner, or the Gah®artners as a Group, Controls a Limited Partrigpsor
Similar Entity When the Limited Partners Have CertRights(“EITF 04-5"). The provisions under both FIN 46(&)d EITF 04-5 have been
applied retrospectively to prior periods. All sificént intercompany transactions and balances haea eliminated.

For operating entities over which we may exercigaiBcant influence but which do not meet the rieggments for consolidation, we use
the equity method of accounting whereby we recandstiare of the underlying income or losses ofelestgities.

In those cases where our investment is less th@n (36 in the case of partnership interests) andifségnt influence does not exist, such
investments are carried at fair value.

Revenue Recognitio

Revenues consist of primarily management and advfses, performance fees and allocations and imexs income and other revent
Our revenue recognition policies are as follows:

(1) Fund Management Fe. Fund management fees are comprised of fees ahdigeetly to funds, fund investors and fund pditfc
companies (including management, transaction andtoring fees). Such fees are based upon the ainaiterms of investment
advisory and related agreements and are recoga&edrned over the specified contract period. ugstment advisory agreeme
generally require that the investment advisor shapertion of certain fees and expenses with thadd partners of the fund. These
shared items*management fee reducti(’) reduce the management fees received from the tnpidetners
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(2) Advisory FeesFinancial advisory fees consist of advisory retagrgl transaction based fee arrangements relateéngers
acquisitions, restructurings, divestitures and fptetement services for alternative investment udlvisory retainer fees are
recognized when services are rendered. Transdetisnare recognized when (i) there is evidenca afreangement with a client,
(ii) agreed upon services have been provided,fééy are fixed or determinable and (iv) colleci®mneasonably assured. Fund
placement services revenue is recognized as eapwdthe acceptance by a fund of capital or cap@aimitments

Performance Fees and Allocatio®erformance fees and allocations represent thenergfal allocations of profits (“carried interest”
which are a component of our general partnershgrésts in the corporate private equity, real estati mezzanine funds. We are entitled to
carried interest from an investment fund in thenéwievestors in the fund achieve cumulative investtireturns in excess of a specified rate.
We record as revenue the amount that would bealus pursuant to the fund agreements at each pendas if the fund agreements were
terminated at that date. In certain performanceafesngements related to hedge funds in our marketdternative asset management segment
we are entitled to receive performance fees amndations when the return on assets under managexestds certain benchmark returns or
other performance targets. In such arrangementfrpgnce fees and allocations are accrued moothijuarterly based on measuring
account / fund performance to date versus the paeince benchmark stated in the investment manageagesement.

Investment Incom@&lackstone and its consolidated funds generat&zeshhnd unrealized gains from underlying principgkstments in
corporate private equity, real estate and marketaliérnative asset management funds. Net gaisse@) from our principal investment
activities and resultant Investment Income refeecombination of internal and external factors. €keernal factors affecting the net gains
associated with our investing activities vary bgeislass but are broadly driven by the marketidenations discussed above. The key exte
measures that we monitor for purposes of derivimgimvestment income include: price/earnings rasiod earnings before interest, taxes,
depreciation and amortization (“EBITDA") multiplésr benchmark public companies and comparable aaimns and capitalization rates
(“cap rates”) for real estate property investmemts corporate discounted cash flow analysis. Intiadd third-party hedge fund managers
provide information regarding the valuation of hedgnd investments. These measures generally e relative value at which
comparable entities have either been sold or athwtiiey trade in the public marketplace. Other tinninformation from our hedge fund
managers, we refer to these measures generalkitaaidtiples. Internal factors that are managed amonitored include a variety of cash flow
and operating performance measures, most commdailyEA and net operating income.

Investments, at Fair Value

The Blackstone funds are, for GAAP purposes, imaest companies under the AICPA Audit and Accountingdelnvestment
Companies Such funds reflect their investments, includiegities sold, not yet purchased, on the conslidland combined statements of
financial condition at their estimated fair valwgth unrealized gains and losses resulting frormgea in fair value reflected as a component of
other income in the consolidated and combined rsiatés of income. Fair value is the amount that wdnd received to sell the investments in
an orderly transaction between market participahtee measurement date (i.e., the exit price).ithatdhlly, these funds do not consolidate
their majority-owned and controlled investments. kéee retained the specialized accounting of tlael&tone funds pursuant to EITF Issue
No. 8t-12, Retention of Specialized Accounting for Investmien®onsolidation

Effective January 1, 2007 we adopted Statemeninafriéial Accounting Standards No. 1%5ajr Value Measuremen{8SFAS 157”),
which among other things, requires enhanced digssabout financial instruments carried at falugaSee Note 4 to the consolidated and
combined financial statements for the addition&drimation about the level of market observabilisggaciated with investments carried at fair
value.

The fair value of our investments, including setbesisold, not yet purchased, are based on obderwadrket prices when available. Such
prices are based on the last sales price on tieeofldietermination, or, if no sales occurred orhsiey, at the “bid” price at the close of
business on such day and if sold short at the tHsBece at the close of business on such day. Fuamdptions contracts are valued base
closing market prices. Forward and swap contragtvalued based on market rates or prices obtdinedrecognized financial data service
providers.
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Direct investments in hedge funds (“Investee Fupds® stated at fair value, based on the informgtimvided by the Investee Funds’
management, which reflects our share of the fdureraf the net assets of the investment fund.

We have valued our investments, in the absencbadrgable market prices, using the valuation metluagles described below applied
on a consistent basis. For some investments itdeket activity may exist; management’s determaratf fair value is then based on the best
information available in the circumstances, and imagrporate management’s own assumptions andvasda significant degree of
management’s judgment.

Investments for which market prices are not obddevare generally either private investments indtyeity of operating companies or
real estate properties or investments in funds geshéy others. Fair values of private investmergsdatermined by reference to public ma
or private transactions or valuations for comparaampanies or assets in the relevant asset clems such amounts are available. Generally
these valuations are derived by multiplying a keyfgrmance metric of the investee company or gesgt, EBITDA) by the relevant valuation
multiple observed for comparable companies or &etisns, adjusted by management for differencesdsst the investment and the referer
comparable. Private investments may also be vatiedst for a period of time after an acquisitisrttee best indicator of fair value. If the fair
value of private investments held cannot be valeteference to observable valuation measuresoimpearable companies, then the primary
analytical method used to estimate the fair vafuguch private investments is the discounted clash ihethod and/or cap rate analysis. A
sensitivity analysis is applied to the estimatede cash flows using various factors dependintherinvestment, including assumed growth
rates (in cash flows), capitalization rates (foregimining terminal values) and appropriate discoatgs to determine a range of reasonable
values or to compute projected return on investment

The determination of fair value using these metthagies takes into consideration a range of factaduding but not limited to the price
at which the investment was acquired, the natuteefnvestment, local market conditions, tradiagpres on public exchanges for comparable
securities, current and projected operating perdoree and financing transactions subsequent toctigsition of the investment. These
valuation methodologies involve a significant degoé management judgment.

After our adoption of SFAS 157, investments measared reported at fair value are classified andlioied in one of the following
categories:

» Level Quoted prices are available in active marketsdentiical investments as of the reporting date.{ype of investment
included in Level | include listed equities anddid derivatives. As required by SFAS 157, we doautpaist the quoted price for
these investments, even in situations where we &tddge position and a sale could reasonably ttffiecquoted price

» Level lI—Pricing inputs are other than quoted psige active markets, which are either directlyratiiectly observable as of the
reporting date, and fair value is determined thiotige use of models or other valuation methodokdievestments which are
generally included in this category include corpefaonds and loans, less liquid and restrictedtggeicurities and certain over-the-
counter derivatives

» Level lll—Pricing inputs are unobservable for theéstment and includes situations where therdtlis, lif any, market activity for
the investment. The inputs into the determinatibfaio value require significant management judgtr@mestimation. Investments
that are included in this category generally inelgeneral and limited partnership interests in ac@ye private equity and real est
funds, funds of hedge funds, distressed debt andmestment grade residual interests in secutitima and collateralized debt
obligations.

In certain cases, the inputs used to measuredaievnay fall into different levels of the fair wal hierarchy. In such cases, an
investment’s level within the fair value hierardsybased on the lowest level of input that is digant to the fair value measurement. Our
assessment of the significance of a particulartitgpthe fair value measurement in its entiretyuiszs judgment, and it considers factors
specific to the investment.

78



Table of Contents

Recent Accounting Pronouncements

In June 2006, the FASB issued Interpretation (“HIN®. 48,Accounting for Uncertainty in Income Taxes, anriptetation of FASB
Statement No. 100FIN 48”). FIN 48 requires companies to recognilze tax benefits of uncertain tax positions onlyeventhe position is
“more likely than not” to be sustained assumingneixetion by tax authorities. The tax benefit is sw@ad as the largest amount of benefit that
is greater than 50 percent likely of being realimpdn ultimate settlement. If a tax position is considered more likely than not to be susta
then no benefits of the position are to be recaghiEIN 48 requires additional annual disclosunetuiding interest and penalties. The
Partnership adopted FIN 48 as of January 1, 200& .aboption of FIN 48 did not have a material imacthe Partnership’s consolidated and
combined financial statements.

In September 2006, the FASB issued SFAS No. E&if,Value Measuremen{§SFAS No. 157”). SFAS No. 157 defines fair value,
establishes a framework for measuring fair valug expands disclosures about fair value measurenmemtsPartnership adopted SFAS
No. 157 as of January 1, 2007. The adoption of SRAS157 did not have a material impact on therieashi's consolidated and combined
financial statements.

In February 2007, the FASB issued SFAS No. I5% Fair Value Option for Financial Assets and Fioal Liabilities (“SFAS
No. 15¢"). SFAS No. 159 permits entities to choose to mmeasnany financial instruments and certain othemg at fair value, with changes in
fair value recognized in earnings. SFAS No. 15&ffiective as of the beginning of the first fiscaly that begins after November 15, 2007.
Blackstone adopted SFAS No. 159 as of January(8.2lhe adoption of SFAS No. 159 is not expectdubiee a material impact on
Blackstone’s consolidated financial statements.

In May 2007, the FASB issued FASB Staff Position NON 46(R)-7 ,Application of FASB Interpretation No. 46(R) to éstment
Companieg“FSP FIN 46(R)-7") which provides clarification dhe applicability of FIN 46(R) to the accountirgy fnvestments by entities that
apply the accounting guidance in the AICPA Auditl #tcounting Guidénvestment Companie$sSP FIN 46(R)-7 amends FIN 46(R), to
make permanent the temporary deferral of the agpidic of FIN 46(R), to entities within the scopetioé guide under AICPA Statement of
Position (“SOP”) No. 07-1Clarification of the Scope of the Audit and AccaugiGuidelnvestment Companieand Accounting by Parent
Companies and Equity Method Investors for Investsiennvestment Compani€¢SOP 07-1"). FSP FIN 46(RJ-is effective upon adoption
SOP 07-1. The adoption of FSP FIN 46(R)-7 is ngieeted to have a material impact on the Partnership

SOP 07-1, issued in June 2007, addresses whethactlounting principles of the AICPA Audit and Aaoting Guidelnvestment
Companiesnay be applied to an entity by clarifying the défom of an investment company and whether thogewaating principles may be
retained by a parent company in consolidation ocafynvestor in the application of the equity mettod accounting. SOP 07-1, as originally
issued, was to be effective for fiscal years beigigon or after December 15, 2007 with earlier dbopencouraged. In February 2008, the
FASB issued FSP SOP 07-IEffective Date of AICPA Statement of Position Q#elindefinitely defer the effective date of SORI The
Partnership intends to monitor future developmastociated with this statement in order to assessrtpact, if any, that may result.

In June 2007, the EITF reached consensus on Issu@aNl1 Accounting for Income Tax Benefits of DividendSbare-Based Payment
Awards(“EITF 06-11"). EITF 06-11 requires that the taxnkeét related to dividend equivalents paid on liestd stock units, which are
expected to vest, be recorded as an increase tioadd paid-in capital. EITF 06-11 is to be appliprospectively for tax benefits on dividends
declared in fiscal years beginning after Decemise2007. The adoption of EITF 06-11 as of Janua30D8 is not expected to have a material
impact on Blackstone’s consolidated financial stepts.

In December 2007, the FASB issued SFAS No. 141R3jness CombinatiofsSFAS No. 141(R)"). SFAS No. 141(R) requires the
acquiring entity in a business combination to reipg the full fair value of assets, liabilities,ntactual contingencies and contingent
consideration obtained in the transaction (wheftiea full or partial acquisition); establishes #equisition date fair value as the measurement
objective for all assets acquired and liabilitissiamed; requires expensing of most transactioresidlicturing costs; and requires the acquirer
to disclose to investors and other users all ofriffmation needed to evaluate and understanddhee and financial effect of the business
combination. SFAS No. 141(R) applies to all tratisas or other events in which
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the Partnership obtains control of one or morermssies, including those sometimes referred toras fhergers” or “mergers of equals” and
combinations achieved without the transfer of coesition, for example, by contract alone or throtighlapse of minority veto rights. SFAS
No. 141(R) applies prospectively to business coatimns for which the acquisition date is on or af@nuary 1, 200¢

In December 2007, the FASB issued SFAS No. Nefhcontrolling Interests in Consolidated Financ&thtements—an amendment of
Accounting Research Bulletin No. (“SFAS No. 160”). SFAS No. 160 requires reportimgities to present noncontrolling (minority) intete
as equity (as opposed to as a liability or mezzeuuity) and provides guidance on the accountingrénsactions between an entity and
noncontrolling interests. SFAS No. 160 applies peasively as of January 1, 2009, except for thegmeation and disclosure requirements
which will be applied retrospectively for all ped® presented.

Off-Balance Sheet Arrangements

In the normal course of business, we engage ibatnce sheet arrangements, including establist@rngin special purpose entities
(“SPEs"), owning securities or interests in SPE$ providing investment and collateral managementices to SPEs. There are two main
types of SPEs—qualifying special purposes ent{ti@SPEs”), which are entities whose permitted atéig are limited to passively holding
financial interests in distributing cash flows geated by the assets, and VIEs. Certain combindtle=nof the Blackstone funds transact
regularly with VIEs which do not meet the QSPEagi# due to their permitted activities not beinffisiently limited or because the assets are
not deemed qualifying financial instruments. UnBEM 46(R), we consolidate those VIEs where we dbgither a majority of the expected
losses or residual returns (as defined) and arefdre considered the primary beneficiary. Our iyninvolvement with VIEs consists of
investments in corporate private equity, real estaezzanine and funds of hedge funds. For additioformation about our involvement with
VIEs, see Note 4, “Investments—Investment in Vdddhterest Entities” in the Notes to the consadkdiband combined financial statements.

In addition to VIEs, in the ordinary course of mess certain combined entities of the Blackstonedussue various guarantees to
counterparties in connection with investments, dielaising and other transactions. See Note 10, f@itnments and Contingencies” in Notes to
the consolidated and combined financial statemfents discussion of guarantees.
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Contractual Obligations, Commitments and Contingenies

The following table sets forth information relatitgjour contractual obligations as of December2807 on a consolidated basis and on a
basis deconsolidating the Blackstone funds:

January 1,
2008 to
December 31
Contractual Obligations 2008 20092010 20112012  Thereafter Total
(Dollars in Thousands)

Operating Lease Obligations ( $ 2494: $ 79,36¢ $ 83,18¢ $370,96: $ 558,46!
Purchase Obligatior 4,37 3,70¢ 107 — 8,19:
Blackstone Operating Entities Loan and Credit Fiesl Payable (2 23,87 54,47 30,47 — 108,81¢
Interest on Blackstone Operating Entities Loan @nellit Facilities Payabl

3) 4,06¢ 5,57(C 943 — 10,57¢
Blackstone Funds Debt Obligations Payable 21,57( — — — 21,57(
Interest on Blackstone Funds Debt Obligations Playg) 1,10¢ — — — 1,10C
Blackstone Fund Capital Commitments to InvesteedB{f) 4,18 — — — 4,18:
Due to Predecessor Owners in Connection with TaoeRable Agreement (: 16,46: 41,27¢ 73,54¢ 628,87 760,15«
Blackstone Operating Entities Capital CommitmeatBkackstone Funds (¢ 980,57+ — — — 980,57+
Consolidated Contractual Obligatio 1,081,15: 184,39 188,25 999,83t 2,453,63I
Blackstone Funds Debt Obligations Payable (21,570 — — — (21,570
Interest on Blackstone Funds Debt Obligations Playt) (1,100 — — — (1,100
Blackstone Fund Capital Commitments to InvesteedBf) (4,187) — — — (4,187%)
Blackstone Operating Entities Contractual Obligagi $1,054,291 $184,39: $188,25! $999,83¢ $2,426,78

(1) We lease our primary office space and certffineoequipment under agreements that expire thrd@@P4. In connection with certain
lease agreements, we are responsible for escafsignents. The contractual obligation table abaetudes only guaranteed minimum
lease payments for such leases and does not ppajeitial escalation or other lease-related paysédinese leases are classified as
operating leases for financial statement purposdsaa such are not recorded as liabilities on ¢timsalidated and combined statement of
financial condition as of December 31, 20

(2) Represents borrowings for employee term and bifidgiéties program and for a corporate debt invesitrprogram

(3) Represents interest to be paid over the maturithefelated debt obligation which has been caledlassuming no prepayments
made and debt is held until its final maturity ddtke future interest payments are calculated usamible rates in effect as of
December 31, 2007, at spreads to market ratesanirsuthe financing agreements, and range fro9%.® 7.75%

(4) These obligations are those of the Blackstone fu

(5) Represents interest to be paid over the mgtafithe related Blackstone funds’ debt obligatiaritgéch has been calculated assuming no
prepayments will be made and debt will be heldlutstifinal maturity date. The future interest pagmts are calculated using variable r
in effect as of December 31, 2007, at spreads taehaates pursuant to the financing agreementsyamge from 4.71% to 6.85¢
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(6) These obligations represent commitments of theamtsed Blackstone funds of hedge funds to mal@aiecontributions to investe
funds. These amounts are generally due on demahdrartherefore presented in the less than onecagegory

(7) Represents obligations by the Partnership’pa@te subsidiaries’ to make payments under theRloeivable Agreement to the
predecessor owners for the tax savings realized the taxable purchases of their interests in coimoewith the Reorganization. The
timing of the payments is dependent on the taxggvactually realized as determined annu.

(8) These obligations represent commitments by usdwige general partner capital funding to the Blaoks funds and limited partn
capital funding to other funds. These amounts arerally due on demand and are therefore presantbd less than one year category;
however, the capital commitments are expected wabed substantially over the next three years.eifsect to continue to make these
general partner capital commitments as we rais#éiadal amounts for our investment funds over til

Guarantees

We had approximately $6.0 million of letters ofditeoutstanding to provide collateral support rethto a credit facility at December 31,
2007.

Indemnifications

In many of its service contracts, Blackstone agteésdemnify the third party service provider undertain circumstances. The terms of
the indemnities vary from contract to contract #melamount of indemnification liability, if any, maot be determined and has not been
included in the table above or recorded in our obdated and combined financial statements as eeber 31, 2007.

Clawback Obligations

At December 31, 2007, due to the funds’ performarsalts, none of the general partners of our aatpgrivate equity, real estate and
mezzanine funds had a clawback obligation to amijtéid partners of the funds. Since the inceptiotheffunds, the general partners have not
been required to make a clawback payment.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

Our predominant exposure to market risk is relédeglr role as general partner or investment advisthe Blackstone funds and the
sensitivities to movements in the fair value ofitlievestments, including the effect on managenfieas, performance fees and allocations and
investment income. There are no material markkteigposures to our net gains from fund investmetitities after consideration of the
allocation to non-controlling interest holders.

Although the Blackstone funds share many commomése each of our alternative asset managementtogperauns its own investment
and risk management processes, subject to ourlbkiekatolerance and philosophy:

» The investment process of our corporate privatétygqeal estate and mezzanine funds involves ailéétanalysis of potential
acquisitions, and asset management teams are egdmoversee the operations, strategic developrfieahcing and capital
deployment decisions of each portfolio investm&hese key investment decisions are subject to apphy the applicable investme
committee, which is comprised of members of Blamkstsenior manageme

* In our capacity as advisor to certain of our meaaké alternative asset management funds, we cantity monitor a variety of
markets for attractive trading opportunities, ajipdya number of traditional and customized risk agggment metrics to analyze risk
related to specific assets or portfolios. In additiwe perform extensive credit and cash-flow asedyof borrowers, credit-based assets
and underlying hedge fund managers, and have éxéeasset management teams that monitor covenamtl@mce by, and relevant
financial data of, borrowers and other obligorseapool performance statistics, tracking of casympents relating to investments and
ongoing analysis of the credit status of investrme

Effect on Fund Management Fees

Our management fees are based on (1) capital conemi$ to a Blackstone fund, (2) capital invested Blackstone fund or (3) the net
asset value, or NAV, of a Blackstone fund, as dbeedrin our consolidated and combined financiaiesteents. Management fees will only be
directly affected by changes in market risk factorthe extent they are based on NAV. These manegefaes will be increased (or reducec
direct proportion to the effect of changes in therket value of our investments in the related fufide proportion of our management fees
are based on NAV is dependent on the number argb typBlackstone funds in existence and the custage of each fund’s life cycle. For the
year ended December 31, 2007 and after consid#ringffect of the deconsolidation of certain funfifedge funds on July 1, 20(
approximately 28.2% of our fund management feegwesed on the NAV of the applicable funds.

Market Risk

The Blackstone funds hold investments and secsistidd not yet purchased, both of which are redaatdair value. Based on the fair
value as of December 31, 2007, we estimate th@®adecline in fair value of the investments andusies would have the following effects:
(1) management fees would decrease by $29.3 milioan annual basis, (2) performance fees andaditos would decrease by
$544.4 million and (3) investment income would éase by $213.1 million.

Exchange Rate Risk

The Blackstone funds hold investments that are mhémeted in non-U.S. dollar currencies that may fiected by movements in the rate
of exchange between the U.S. dollar and non-U.Bardourrencies. Additionally, a portion of our nagement fees are denominated in non-US
dollar currencies. We estimate that as of DecerBbe2007, a 10% decline in the rate of exchang@agtne U.S. dollar would have the
following effects: (1) management fees would deseday $6.8 million on an annual basis, (2) perforocesfees and allocations would decrease
by $179.8 million and (3) investment income wouktiiease by $21.6 million.
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Interest Rate Risk

Blackstone has debt obligations payable that adoteeest at variable rates. Interest rate changmstherefore affect the amount of
interest payments, future earnings and cash flBased on our debt obligations payable as of DeceBihe2007, we estimate that interest
expense relating to variable rate debt obligatjzangable would increase by $1.3 million on an anbaais, in the event interest rates were to
increase by one percentage point.

Credit Risk
Certain Blackstone funds and the Investee Fundsudject to certain inherent risks through thenestments.

Our entities generally invest substantially altledir excess cash in an open-end money marketdndd money market demand account,
which are included in cash and cash equivalents.mbney market fund invests primarily in governmesaturities and other short-term, highly
liquid instruments with a low risk of loss. We cionially monitor the fund’s performance in ordem@nage any risk associated with these
investments.

Certain of our entities hold derivative instrumettitst contain an element of risk in the event thatcounterparties may be unable to n
the terms of such agreements. We minimize ouraiglosure by limiting the counterparties with whied enter into contracts to banks and
investment banks who meet established credit apidatguidelines. We do not expect any counterptrtgefault on its obligations and
therefore do not expect to incur any loss due tmtarparty default.
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Report of Independent Registered Public Accountingrirm

To the General Partner and Unitholders of The Bltmke Group L.P.:

We have audited the accompanying consolidated amdbined statements of financial condition of Thadklstone Group L.P. and
subsidiaries (“Blackstone”) as of December 31, 280d 2006, and the related consolidated and comisitadements of income, changes in
partners’ capital and cash flows for each of thedlyears in the period ended December 31, 20@&eTfinancial statements are the
responsibility of Blackstone’s management. Our oesibility is to express an opinion on these finahstatements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamiqUnited States). Those
standards require that we plan and perform thet &mdbtain reasonable assurance about whethdinthecial statements are free of material
misstatement. Blackstone is not required to hasewere we engaged to perform, an audit of itsrivgkcontrol over financial reporting. Our
audits included consideration of internal contnediofinancial reporting as a basis for designinditprocedures that are appropriate in the
circumstances, but not for the purpose of exprgssimopinion on the effectiveness of Blackstoneternal control over financial reporting.
Accordingly, we express no such opinion. An autfibancludes examining, on a test basis, evideopparting the amounts and disclosures in
the financial statements, assessing the accouptingiples used and significant estimates made dgagement, as well as evaluating the
overall financial statement presentation. We belithat our audits provide a reasonable basis foopimion.

In our opinion, such consolidated and combinedrfona statements present fairly, in all materiapects, the financial position of The
Blackstone Group L.P. and subsidiaries as of Deeer®b, 2007 and 2006, and the results of theiraifers and their cash flows for each of
the three years in the period ended December 317, 20 conformity with accounting principles genbraccepted in the United States of
America.

/s/ Deloitte & Touche LLI

New York, New York
March 11, 200¢
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THE BLACKSTONE GROUP L.P.
Consolidated and Combined Statements of Financial @dition
(Dollars in Thousands, Except Unit Data)

December 31,
2007

December 31,
2006

Assets
Cash and Cash Equivalel $ 868,62¢ $ 129,44
Cash Held by Blackstone Fun 163,69¢ 810,72!
Investments, at Fair Valt 7,145,151 31,263,57
Accounts Receivabl 213,08t 594,49t
Due from Broker: 812,25( 398,19t
Investment Subscriptions Paid in Adval 36,69¢ 280,91
Due from Affiliates 855,85¢ 318,89:.
Intangible Assets, N¢ 604,68: -
Goodwill 1,597,47. -
Other Asset: 99,36¢ 88,77:
Deferred Tax Assel 777,310 6,02¢
Total Assets $13,174,200 $33,891,04
Liabilities and Partners’ Capital
Loans Payabl $ 130,38¢ $ 975,98:
Amounts Due to Nc-Controlling Interest Holder 269,90: 647,41t
Securities Sold, Not Yet Purchas 1,196,85! 422,78t
Due to Affiliates 831,60¢ 103,42
Accrued Compensation and Bene 188,99 66,30:
Accounts Payable, Accrued Expenses and Other [tiabi 250,44! 157,35¢
Total Liabilities 2,868,19 2,373,27.
Commitments and Contingencie:
Non-Controlling Interests in Consolidated Entities 6,079,15(  28,794,89
Partners’ Capital
Partners’ Capital (common units, 260,471,862 isaret259,826,700 outstanding as of December 31,
2007) 4,226,50! 2,712,60!
Accumulated Other Comprehensive Inca 34E 10,27
Total Partners’ Capital 4,226,84! 2,722,87!
Total Liabilities and Partners’ Capital $13,174,20 $33,891,04

See notes to consolidated and combined financtsients.
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THE BLACKSTONE GROUP L.P.
Consolidated and Combined Statements of Income
(Dollars in Thousands, Except Unit and Per Unit Dad)

Year Ended December 31,

2007 2006 2005
Revenues
Management and Advisory Fe $ 1,566,04 $1,077,13' $ 478,90¢
Performance Fees and Allocatic 1,125,05: 1,267,76: 880,90t
Investment Income and Oth 359,04¢ 272,52¢ 208,41¢
Total Revenues 3,050,14 2,617,42! 1,568,23;
Expenses
Compensation and Benef 2,256,64 250,06° 182,60
Interest 32,08( 36,93: 23,83(
General, Administrative and Oth 324,20( 122,39¢ 87,41
Fund Expense 151,91 143,69! 67,97:
Total Expenses 2,764,84. 553,08 361,81¢
Other Income
Net Gains from Fund Investment Activiti 5,423,13. 6,090,14! 4,071,041
Income Before Nor-Controlling Interests in Income of Consolidated Enities and
Provision for Taxes 5,708,43! 8,154,48! 5,277,45!
Non-Controlling Interests in Income of Consolidated Enities 4,059,22 5,856,34! 3,934,53
Income Before Provision for Taxes 1,649,21! 2,298,141 1,342,92.
Provision for Taxes 25,97¢ 31,93¢ 12,26(
Net Income $ 1,623,23 $2,266,200  $1,330,66:
June 19, 2007
through
December 31, 20C
Net Loss $ (335,51
Net Loss Per Common Unil
Basic $ (1.29
Diluted $ (1.29
Weighted-Average Common Units
Basic 259,979,60
Diluted 259,979,60
Revenues Earned from Affiliates
Management and Advisory Fe $ 594,96° $ 405,34 $ 140,99:

See notes to consolidated and combined financtdsients.
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THE BLACKSTONE GROUP L.P.
Consolidated and Combined Statements of Changes Rartners’ Capital
(Dollars in Thousands Except Unit Data)

Accumulated
Other
Comprehensive

Total

Comprehensive

Common Partners’ Partners’
Units Capital Income (Loss) Capital Income

Balance at December 31, 20C — $ 1,936,011 $ 41¢ $1,936,43. $ =
Net Income 1,330,66: 1,330,66: 1,330,66:
Currency Translation Adjustme (2,045 (2,045 (2,045
Net Unrealized Gain on Cash Flow Hed: 7,82 7,82: 7,82
Capital Contribution: 119,15: 119,15:

Capital Distributions (1,567,07) (1,567,07)

Balance at December 31, 20C — 1,818,74! 6,19¢ 1,824,94! 1,336,44.
Net Income 2,266,20 2,266,20! 2,266,20!
Currency Translation Adjustme 4,09¢ 4,09¢ 4,09¢
Net Unrealized Loss on Cash Flow Hed (20 (20 (20
Capital Contribution: 212,59« 212,59
Capital Distributions (1,584,94) (1,584,94)

Balance at December 31, 20C — 2,712,60! 10,27« 2,722,87! 2,270,28.
Net Income 1,958,75. 1,958,75! 1,958,75:
Currency Translation Adjustme (297) (197 (197
Net Unrealized Loss on Cash Flow Hed (6,930 (6,930 (6,930
Capital Contribution: 233,65¢ 233,65¢
Capital Distributions (2,492,35) (2,492,35)

Elimination of Nor-Contributed Entitie: (161,109 (2,807) (163,90¢)
Transfer of Non-Controlling Interests in
Consolidated Entitie (2,216,28) (2,216,28)

Balance at June 18, 200 — 35,27¢ 35C 35,62¢ 1,951,63!

Balance at June 19, 200 — 35,27¢ 35C 35,62¢ 1,951,63!
Issuance of Units in Initial Public Offering, ndt

issuance cos! 153,333,33 4,501,24i 4,501,24i
Issuance of Units to Beijing Wonderi
Investment: 101,334,23 3,000,00! 3,000,00!
Purchase of Interests from Predecessor Ow (4,570,750 (4,570,75)
Deferred Tax Effects Resulting from Acquisiti
of Ownership Interest 111,87¢ 111,87¢
Transfer of Non-Controlling Interests in
Consolidated Entitie 1,174,36 1,174,36
Net Loss (335,51 (335,519 (335,519
Distribution to Unitholder: (78,792 (78,799
Currency Translation Adjustme (5) 5) 5)
Equity-Based Compensatic 404,85( 404,85(
Vested Deferred Restricted Common Ul 5,804,29. — — — —
Repurchase of Common Un (645,167) (16,045 (16,045
Balance at December 31, 20C 254,022,40 $ 4,226,50! $ 34E $ 4,226,84! $ 1,616,11.

See notes to consolidated and combined financsients.
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THE BLACKSTONE GROUP L.P.
Consolidated and Combined Statements of Cash Flows

(Dollars in Thousands)

Operating Activities

Net Income

Activities:

Other Asset:

Investing Activities

Financing Activities

Repurchase of Unit

Payment of Dividens

Year Ended December 31,

2007 2006 2005
$ 1,623,237 $ 2,266,200  $ 1,330,66.
Adjustments to Reconcile Net Income to Net Caste@lUs) Provided by Operating
Blackstone Funds Relate
Non-Controlling Interests in Income of Consolidatedifed 1,521,30: 3,950,66- 3,631,17!
Net Realized Gains on Investme (3,800,13) (5,054,99) (4,918,36)
Changes in Unrealized (Gains) Losses on Investnfdidsable to
Blackstone Grouj (23,630) (585,55) 113,93
Non-Cash Performance Fees and Allocati (187,070 — —
Equity-Based Compensation Exper 1,765,18! — —
Intangible Amortizatior 117,60 — —
Other Not-Cash Amounts Included in Net Incor 11,22: (41,929 (52,42
Cash Flows Due to Changes in Operating Assets afidlities:
Cash Held by Blackstone Fun 643,41( (447,069 (81,52))
Cash Relinquished with Deconsolidation of Partnigr (884,48() — —
Cash Relinquished with Consolidation of Partner: — — 19,57¢
Due from Broker: (414,057 (398,199 —
Accounts Receivabl 337,82 (431,04 150,21!
Due from Affiliates (969,059 (76,700 3,32¢
(53,607) (21,257 (9,149
Accrued Compensation and Bene 95,05¢ 20,25 11,35¢
Accounts Payable, Accrued Expenses and Other [tiabi 242,96 38,47( (65,299
Due to Affiliates 805,68’ 47,66 87
Amounts Due to Nc-Controlling Interest Holder 7,65¢ 113,18¢ (32,739
Blackstone Funds Relate
Investments Purchasi (33,655,86) (14,638,65) (5,791,371
Cash Proceeds from Sale of Investme 31,956,42 10,862,33 8,399,78!
Net Cash (Used in) Provided by Operating Activi (850,29¢) (4,396,61) 2,709,25!
Purchase of Furniture, Equipment and Leaseholddugments (32,309 (24,190 (7,359
Elimination of Cash for Nc-Contributed Entitie: (23,297 — —
Net Cash Used in Investing Activiti (55,599 (24,190 (7,359
Issuance of Units in Initial Public Offering andBeijing Wonderful Investmen 7,501,241 — —
Distributions to No-Controlling Interest Holders in Consolidated Eesi (5,731,800 (6,653,590 (6,257,44))
Contributions from No-Controlling Interest Holders in Consolidated Eet 7,132,07 12,321,33 5,040,61!
Contributions from Predecessor Own 583,77: 212,59 119,15:
Distributions to Predecessor Own (2,932,91) (1,551,95) (1,327,16)
Purchase of Interests from Predecessor Ow (4,570,750 — —
(16,04%) — —
Proceeds from Loans Payal 5,254,78 7,634,78! 2,623,23.
Repayment of Loans Payat (5,497,11) (7,499,85) (2,936,72)
(78,799 — —
Net Cash Provided by (Used in) Financing Activit 1,644,44. 4,463,31! (2,738,350
continued.

See notes to consolidated and combined financtsents.
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THE BLACKSTONE GROUP L.P.

Consolidated and Combined Statements of Cash Flows

(Dollars in Thousands)

Effect of Exchange Rate Changes on Cash and Casheients

Net Increase (Decrease) in Cash and Cash Equivalst
Cash and Cash Equivalents, Beginning of Pe

Cash and Cash Equivalents, End of Pe

Supplemental Disclosures of Cash Flow Informatiol
Payments for Intere:

Payments for Income Tax

Supplemental Disclosure of No-Cash Operating Activities
Net Activities Related to Investment Transactioh€onsolidated Blackstone Fun

Supplemental Nor-Cash Financing Activities
Non-Cash Distributions to N-Controlling Interest Holder

Non-Cash Distributions to Partne

Net Activities Related to Capital Transactions @inSolidated Blackstone Fun
Elimination of Capital of No-Contributed Entitie:

Elimination of Nor-Controlling Interests of N¢-Contributed Entitie:

Transfer of Partne’ Capital to No-Controlling Interest:

Distribution Payable to Predecessor Owr

Reorganization of the Partnersh
Goodwill as a Result of Reorganizati

Intangibles as a Result of Reorganizal

Accounts Payable, Accrued Expenses and Other [tiabi
Due to Affiliates

Non-Controlling Interest in Consolidated Entiti

Exchange of Founders and Senior Managing Dire’ Interests in Blackstone Holding
Deferred Tax Asse

Due to Affiliates
Partner’ Capital

Year Ended December 31,

2007 2006 2005
63¢ 51¢ (2,832
739,18¢ 43,02¢ (39,27)
129,44: 86,41« 12569
$ 868,62 $ 12944. $ 86,41
$ 60326 $ 7946¢ $ 30,76
$ 7589¢ $ 1966¢ $ 18,72¢
$ —  $2,119,241 $1,752,90.
$ (22,169 $ 138,960 $ 948,65
$ 4976 $ 32,987 $ 239,90
$ —  $2,241,66 $ 589,51
$ 11894 $ — $  —
$ 16390 $ — $  —
$2,21628 $ — $  —
$ 659% $ — $  —
$(1,59747) $ — 8 —
$ (722289 $ — $  —
$ 8800 $ — $ —
$ 55151 $ — $  —
$225580. $ — $  —
$ (74583) $ — $  —
$ 6339 $ — $  —
$ 11187 $ 2 — $  —

See notes to consolidated and combined financtdsients.
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THE BLACKSTONE GROUP L.P.
Notes to Consolidated and Combined Financial Stateemts
(All Dollars Are in Thousands, Except Unit and PerUnit Data, Except Where Noted)

1. ORGANIZATION AND BASIS OF PRESENTATION

The Blackstone Group L.P. (the “Partnership”), thge with its consolidated subsidiaries (collediiyéBlackstone”), is a leading global
alternative asset manager and provider of finaradsalsory services based in New York. The altemeatisset management businesses include
the management of corporate private equity furetd, estate funds, funds of hedge funds, mezzanmasf senior debt vehicles, proprietary
hedge funds, closed-end mutual funds and relatétiesrthat invest in such funds, collectively meésl to as the “Blackstone Funds.”
Blackstone also provides various financial advissegvices, including corporate and mergers andisitigms advisory, restructuring and
reorganization advisory and fund placement services

Basis of Presentation- The accompanying consolidated and combined fiahstatements include (1) subsequent to the reizrgton
as described below, the consolidated accountsaiflitone, and (2) prior to the reorganization thtéies engaged in the above businesses
under the common ownership of the two founderslatistone, Stephen A. Schwarzman and Peter G.d8etéhe “Founders”), Blackstone’s
other senior managing directors and selected atleriduals engaged in some of Blackstone’s busiegspersonal planning vehicles
beneficially owned by the families of these indivéds and a subsidiary of American Internationalutdnc. (“AlG”), collectively referred to
as the “predecessor owners”.

Certain of the Blackstone Funds are included incthresolidated and combined financial statemente@Partnership. Consequently, the
consolidated and combined financial statementh@Partnership reflect the assets, liabilitiesereres, expenses and cash flows of these
consolidated Blackstone Funds on a gross basisniBjarity economic ownership interests in thesedfuare reflected as Non-Controlling
Interests in Consolidated Entities in the constédaand combined financial statements. The corestidid of these Blackstone Funds has no net
effect on the Partnership’s Net Income or Partn€egital.

The Partnership’s interest in Blackstone Holdirege(“Reorganization of the Partnership” below) ithin the scope of the Emerging
Issues Task Force (“EITF”) Issue No. 04E®termining Whether a General Partner, or the Gah&artners as a Group, Controls a Limited
Partnership or Similar Entity When the Limited Raets Have Certain Righ(“EITF 04-5"). Although the Partnership has a mityoeconomic
interest in Blackstone Holdings, it has a majovibying interest and controls the management of Biexme Holdings. Additionally, although
the Blackstone Holdings’ limited partners hold ganigy economic interest in Blackstone Holdingssytdo not have the right to dissolve the
partnership or have substantive kick-out rightparticipating rights that would overcome the preptian of control by the Partnership.
Accordingly, the Partnership consolidates Blackstbioldings and records non-controlling interesttfa economic interests in Blackstone
Holdings held directly by the Founders, the senianaging directors, selected other individuals gadan some of Blackstone’s businesses
and AIG.

Certain prior period financial statement balancagehbeen reclassified to conform to the currenégmeation.

Reorganization of the Partnership— The Partnership was formed as a Delaware linigethership on March 12, 2007. The Partnership
is managed and operated by its general partneckBiane Group Management L.L.C., which is in tutrolly-owned and controlled by
Blackstone’s senior managing directors and the Berm

Blackstone’s business was historically conductedugh a large number of entities as to which thee no single holding entity but
which were separately owned by its predecessor mwvireorder to facilitate the initial public offag, as described in further detail below, the
predecessor owners completed a reorganization the @lose of business on June 18, 2007 (the “Redizgtion”)whereby, with certain limite
exceptions, each of the operating entities of tieel@cessor organization and the intellectual ptgpgghts associated with the Blackstone
name, were contributed (“Contributed Businessesfive newlyformed holding partnerships (Blackstone HoldingsR., Blackstone Holdin¢
Il L.P., Blackstone Holdings Ill L.P., Blackstoneldings IV L.P. and Blackstone Holdings V L.P. (eatively, “Blackstone Holdings”)) or
sold to wholly-owned subsidiaries of the Partngrghihich in turn contributed them to Blackstone ¢Hogs). The Partnership, through wholly-
owned subsidiaries, is the sole general partneaoh of the Blackstone Holdings partnerships.
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THE BLACKSTONE GROUP L.P.
Notes to Consolidated and Combined Financial Stateemts
(All Dollars Are in Thousands, Except Unit and PerUnit Data, Except Where Noted)

The Reorganization was accounted for as an exchafngr&ities under common control for the interasthe Contributed Businesses
which were contributed by the Founders and therat@rior managing directors (collectively, the “@ohGroup”) and as an acquisition of
non-controlling interests using the purchase metifatcounting for all the predecessor owners difen the Control Group pursuant to
Statement of Financial Accounting Standard (“SFAS8) 141,Business CombinatiorfsSFAS No. 141").

Blackstone also entered into an exchange agreemigmholders of partnership units in Blackstone diogs (other than the Partnership’s
wholly-owned subsidiaries) so that these holdersjext to the vesting, minimum retained ownerskeiguirements and transfer restrictions set
forth in the partnership agreements of the Blaaiestdoldings partnerships, may up to four times gasar exchange their Blackstone Holdings
Partnership Units for Blackstone Common Units ame-for-one basis, subject to customary convensitmadjustments for splits, unit
distributions and reclassifications. A Blackstonadings limited partner must exchange one partignshit in each of the five Blackstone
Holdings partnerships to effect an exchange forammmon unit in the Partnership. The terms “BlagkstHoldings Partnership Unit” or
“partnership unit in/of Blackstone Holdings” refasllectively to a partnership unit in each of tHadkstone Holdings partnerships.

Undistributed earnings of the Contributed Businesbeough the date of the Reorganization inuratiedoenefit of the predecessor
owners. Such amounts totaled $840.1 million. Thaistributed balance of $66.0 million as of Decem®&r2007 has been recorded as a
component of Due to Affiliates and was paid oudamuary 2008.

Initial Public Offering — On June 27, 2007, the Partnership completed thalipublic offering (“IPQO”) of its common units peesenting
limited partner interests in the Partnership. Ugi@completion of the IPO, public investors indihpowned approximately 14.1% of the eq!
in Blackstone. Concurrently with the IPO, the Parship completed the sale of non-voting commonsunépresenting approximately 9.3% of
the equity in Blackstone, to Beijing Wonderful Iistments, an investment vehicle established by dople’s Republic of China with respect to
its foreign exchange reserve. Beijing Wonderfuldsivnents is restricted in the future from enga@ing purchase of Blackstone Common U
that would result in its equity interest in Blaaks¢ exceeding 10%.

The Partnership contributed the proceeds fromRi@ dnd the sale of non-voting common units to BgiliVonderful Investments to its
wholly-owned subsidiaries, which in turn used thps®eeds to (1) purchase interests in the Con&ibBusinesses from the predecessor
owners (which interests were then contributed tcB$tone Holdings in exchange for neudgued Blackstone Holdings Partnership Units)
(2) purchase additional newly-issued Blackstonedihgls Partnership Units from Blackstone Holdings.

Consolidation and Deconsolidation of Blackstone Fuids —In accordance with GAAP, a number of the BlackstBonrds were
historically consolidated into Blackstone’s comhdrfsnancial statements.

Concurrently with the Reorganization, the ContrdsliBusinesses that act as a general partner ofsplidated Blackstone fund (with the
exception of Blackstone’s proprietary hedge funus faur of the funds of hedge funds) took the nsagssteps to grant rights to the
unaffiliated investors in each respective fundrovide that a simple majority of the fund’s unaéfied investors will have the right, without
cause, to remove the general partner of that furid accelerate the liquidation date of that fum@écordance with certain procedures. The
granting of these rights resulted in the deconsatitish of such investment funds from the Partnefshipnsolidated financial statements and the
accounting of Blackstone’s interest in these fumader the equity method. With the exception ofaiarfunds of hedge funds, these rights
became effective on June 27, 2007 for all Blackstioimds where these rights were granted. The afeedate of these rights for the applicable
funds of hedge funds was July 1, 2007. The conatditiresults of these funds have been reflectdtkifPartnership’s consolidated and
combined financial statements up to the effectiate df these rights.
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THE BLACKSTONE GROUP L.P.
Notes to Consolidated and Combined Financial Stateemts
(All Dollars Are in Thousands, Except Unit and PerUnit Data, Except Where Noted)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting— The consolidated and combined financial statesnarg prepared in accordance with accounting piesi
generally accepted in the United States of AmgfiGRAAP”).

Principles of Consolidation— The Partnership’policy is to combine, or consolidate, as appaiprithose entities in which it, through
Blackstone personnel, have control over significgrerating, financial or investing decisions of #mdity.

For Blackstone Funds that are determined to babkrinterest entities (“VIE”), Blackstone consaliels those entities where it absorbs a
majority of the expected losses or a majority &f éixpected residual returns, or both, of suchiegfitursuant to the requirements of Financial
Accounting Standards Board (“FASB”) Interpretatido. 46 (Revised December 2008pnsolidation of Variable Interest Entities — an
interpretation of ARB 5{'FIN 46(R)"). In addition, Blackstone consolidaté®se entities it controls through a majority magtinterest or
otherwise, including those Blackstone Funds in Whie general partner is presumed to have congel them pursuant to FASB Emerging
Issues Task Force (“EITF”) Issue No. 04B®termining Whether a General Partner, or the Gah&artners as a Group, Controls a Limited
Partnership or Similar Entity When the Limited Reats Have Certain Righ(“EITF 04-5"). The provisions under both FIN 46(&)d EITF
04-5 have been applied retrospectively to priorqos:. Intercompany transactions and balances hese éliminated.

For operating entities over which the Partnersiigr@ses significant influence but which do not trtbe requirements for consolidation,
the Partnership uses the equity method of accaymthrereby it records its share of the underlyirgine or losses of these entities.

In those cases where the Partnership’s investradess$ than 20% (3% in the case of partnershipdsits), and significant influence does
not exist, such investments are carried at fameal

Use of Estimates- The preparation of the consolidated and combiimeahcial statements requires management to makeaes and
assumptions that affect the reported amounts eftassd liabilities, the disclosure of contingesgets and liabilities at the date of the
consolidated and combined financial statementsladeported amounts of revenues, expenses andintioene during the reporting periods.
Actual results could differ from those estimated anch differences could be material to the codatdid and combined financial statements.

Cash and Cash Equivalents- The Partnership considers all highly liquid shiertn investments with original maturities of 9¢/glar
less when purchased to be cash equivalents.

Cash Held by Blackstone Funds- Cash Held by Blackstone Funds consists of cadltash equivalents held by the Blackstone Funds
which, although not legally restricted, is not dakble to fund the general liquidity needs of Blaoke.

Investments, At Fair Value —The Blackstone Funds are, for GAAP purposes, imvest companies under the AICPA Audit and
Accounting Guiddnvestment Companie§ hus, such funds reflect their investments, idicig Securities Sold, Not Yet Purchased, on the
Consolidated and Combined Statements of Finan@abtion at fair value, with unrealized gains aogdes resulting from changes in fair
value reflected as a component of Net Gains fromdHnvestment Activities in the Consolidated andribimed Statements of Income. Fair
value is the amount that would be received toaselsset or paid to transfer a liability, in anestgltransaction between market participants at
the measurement date (i.e., the exit price). Adddlily, these funds do not consolidate their mgjesivned and controlled investments (the
“Portfolio Companies”). The Partnership has retditiee specialized accounting for the BlackstonedBysursuant to EITF Issue No. 85-12,
Retention of Specialized Accounting for Investmien®onsolidatior.

94



Table of Contents

THE BLACKSTONE GROUP L.P.
Notes to Consolidated and Combined Financial Stateemts
(All Dollars Are in Thousands, Except Unit and PerUnit Data, Except Where Noted)

The fair value of the Partnership’s Investments 8adurities Sold, Not Yet Purchased are based sarelble market prices when
available. Such prices are based on the last patEson the measurement date, or, if no salesroeton such date, at the “bid” price at the
close of business on such date and if sold shiottied'ask” price at the close of business on slatk. Futures and options contracts are valued
based on closing market prices. Forward and swapaxis are valued based on market rates or polatagned from recognized financial data
service providers.

A significant number of the investments have besined by the Partnership, in the absence of obBkrvaarket prices, using the
valuation methodologies described below. Additianfdrmation regarding these investments is prowigieNote 4 to the consolidated and
combined financial statements. For some investméttks market activity may exist; managementietermination of fair value is then base:
the best information available in the circumstarenes may incorporate management’s own assumpfldresPartnership estimates the fair
value of investments when market prices are no¢mfable as follows.

Corporate private equity, real estate and mezzammestments For investments for which observable market grid@ not exist, such
investments are reported at fair value as detewmdyethe Partnership. Fair value is determinedgusailuation methodologies after giving
consideration to a range of factors, includingottlimited to the price at which the investmensveaquired, the nature of the investment, |
market conditions, trading values on public excleasnfpr comparable securities, current and projegpedating performance and financing
transactions subsequent to the acquisition ofrthestment. These valuation methodologies involsigaificant degree of management
judgment.

Funds of hedge fundsBlackstone Funds’ direct investments in hedgel$utilnvestee Funds”) are stated at fair valuegtiam the
information provided by the Investee Funds whidtents the Partnership’s share of the fair valuéhefnet assets of the investment fund. If the
Partnership determines, based on its own due ditig@nd investment procedures, that the valuativarfy Investee Fund based on informe
provided by the Investee Fund’s management doeepotsent fair value, the Partnership shall esérttee fair value of the Investee Fund in
good faith and in a manner that it reasonably ceésos

Certain Blackstone Funds sell securities that theypot own, and will therefore be obligated to taise such securities at a future date.
The value of an open short position is recorded lbility, and the fund records unrealized apfaten or depreciation to the extent of the
difference between the proceeds received and tlne whthe open short position. The applicable Bsane Fund records a realized gain or
when a short position is closed. By entering ifitorssales, the applicable Blackstone Fund bearsnidirket risk of increases in value of the
security sold short. The unrealized appreciatiodepreciation as well as the realized gain or &ss®ciated with short positions are included in
the Consolidated and Combined Statements of In@srid¢et Gains from Fund Investment Activities.

Securities transactions are recorded on a tradehdssis.

Equity Method Investments— Blackstone’s general partner interests in thdiegdge Blackstone Funds are within the scope dFED4-
5. Historically, Blackstone has consolidated itagyal partners’ interests in the corporate prieafeity, real estate and mezzanine funds and
certain funds of hedge funds that it manages. hjucaction with its IPO and as described in Not8lthckstone granted rights to unaffiliated
limited partner fund investors to provide thatmgie majority of the fund’s investors will have thight, without cause, to remove the general
partner of that fund or to accelerate the liquinlatiate of that fund in accordance with certaircpdures. Consequently, these general partners
no longer control, but retain significant influenmeer, the activities of certain of the funds antl account for these general partners’ interests
using the equity method of accounting pursuantd¢ooiinting Principles Board (“APB”) Opinion No. 1Bhe Equity Method of Accounting for
Investments in Common Stc(“APB 18”). Blackstone’s equity in earnings (losgé®m equity method investees is included in Iriment
Income and Other in the Consolidated and Combinaté®@ents of Income as such investments repreadntegyral part of Blackstone’s
business.
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Blackstone also invests in entities other thamiéhaged funds. In such instances where Blackstentsesignificant influence, but not
control, typically when its percentage voting ietgrin such investments is between 20% and 509 dhmership accounts for these
investments using the equity method of accounting.

The Partnership evaluates for impairment its eguigghod investments, including any intangibles goddwill related to the acquisition
of such investments, whenever events or changascimmstances indicate that the carrying amounsioh investments may not be
recoverable in accordance with APB 18. The diffeeebetween the carrying value of the equity meihedstment and its estimated fair value
is recognized as an impairment when the loss inevil deemed other than temporary.

Accounts Receivable- Accounts Receivable consists primarily of amoututs to Blackstong’'fund placement business, amounts rel;
to redemptions from the underlying hedge fundslacBstone’s funds of hedge funds, amounts due fimited partners for fund management
fees, and receivables related to Advisory Feeshedt expenses.

Investment Subscriptions Paid in Advance- Investment Subscriptions Paid in Advance by tariership represent cash paid prior to
the effective date of an investment to facilitdte tdeployment of investment proceeds to affilised third party managers.

Furniture, Equipment and Leasehold Improvements— Furniture, equipment and leasehold improvementsisbprimarily of leasehol
improvements, furniture, fixtures and equipmentpater hardware and software and are recordedsatess accumulated depreciation and
amortization. Depreciation and amortization are@alted using the straight-line method over the@sgstimated useful lives, which for
leasehold improvements are the lesser of the keases or the life of the asset, generally 15 yeamsg, three to seven years for other fixed as
The Partnership evaluates long-lived assets foaimpent whenever events or changes in circumstandesate that the carrying amount of an
asset may not be recoverable.

Business Combinations- The Partnership accounts for acquisitions ugiegourchase method of accounting in accordanceSH&S
No. 141. The purchase price of the acquisitiorllexated to the assets acquired and liabilitiesi@esl using the fair values determinec
management as of the acquisition date. The coraetidand combined financial statements of the Biegtip for the periods presented does not
reflect any business combinations. However, thaliadon of non-controlling interests describedNntes 1 and 3 is accounted for using the
purchase method of accounting pursuant to SFASLHD.

Goodwill and Intangible Assets -SFAS No. 142Goodwill and Other Intangible AssegtSFAS No. 142"), does not permit the
amortization of goodwill and indefinite-lived assetynder SFAS No. 142, these assets must be rediammually for impairment or more
frequently if circumstances indicate impairment rhaye occurred.

The following table outlines changes to the caigy@émount of goodwill:

Balance at December 31, 20 $ —

Additions 1,551,17!
Purchase price adjustmel 46,29¢
Balance at December 31, 2C $1,597,47.

Identifiable finite lived intangible assets are atized over their estimated useful lives rangirgrirthree to 10 years, which are
periodically reevaluated for impairment or whercaimstances indicate impairment may have occurregéordance with SFAS No. 144. Our
intangible assets consist of the contractual righititure fee income from management, advisoryiaoentive fee contracts and the contractual
right to earn future carried interest from our argie private equity, real estate and mezzaningsfudo goodwill or other intangible assets
were impaired as of December 31, 2007.
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Non-Controlling Interests in Consolidated Entities— Non-controlling interests related to the corpenatvate equity, real estate and
mezzanine funds are subject to on-going realizatéord distributions of proceeds therefrom durirgliffe of a fund with a final distribution at
the end of each respective fund’s term, which caualcur under certain circumstances in advance sfibsequent to that fund’s scheduled
termination date. Non-controlling interests relatedunds of hedge funds and hedge funds are génsudject to annual, semi-annual or
quarterly withdrawal or redemption by investorsuch funds following the expiration of a speciffgetiod of time when capital may not be
withdrawn (typically between one and three yeaM)en redeemed amounts become legally payable &stors on a current basis, they are
reclassified as a liability.

In many cases, the Partnership’s general parttereists in the Blackstone Funds entitle the Pastigto an allocation of income (a
“carried interest” or incentive fee) in the evamt the fund achieves specified cumulative investmeturns. The carried interest to the
Partnership ranges from 10% to 20%. The incentes fange from 5% to 20%. The Partnership recarcis @llocations in the determinatior
the Non-Controlling Interests in Income of Consati&bl Entities when the returns at the respectieel®tone Funds meet or exceed the
cumulative investment returns to the limited pamdrestablished in the relevant agreements.

Amounts Due to Non-Controlling Interest Holders— Amounts Due to Non-Controlling Interest Holdeomsist primarily of
shareholder/investor redemptions and capital wéthvaits payable by the Blackstone Funds.

Derivatives and Hedging Activities— The Partnership enters into derivative finanicisfruments for investment purposes and to manage
interest rate and foreign exchange risk arisinghfoertain assets and liabilities. All derivatives eecognized as either assets or liabilities &
Consolidated and Combined Statements of Finan@abifion and measured at fair value. Derivativesduis connection with investment
activities are recorded at fair value and changesiue are recorded in income currently.

Cash Flow Hedges- For qualifying cash flow hedges, the Partnersbgords the effective portion of changes in thevalue of
derivatives designated as cash flow hedging instnimin Other Comprehensive Income, which is a aorapt of Partners’ Capital. Any
ineffective portion of the cash flow hedges is ugd in current period income. The Partnershipdgirg activities are immaterial to the
consolidated and combined financial statements.

Foreign Currency Translation and Transactions— Non-U.S. dollar denominated assets and lialsliéiee translated at year-end rates of
exchange, and the Consolidated and Combined StatemElncome accounts are translated at ratesabfamge in effect throughout the year.
Foreign currency gains and losses resulting framsactions outside of the functional currency oéatity, which are not significant, are
included in Net Income.

Comprehensive Income- Comprehensive Income consists of Net Income ahdr@Comprehensive Income. The Partnership’s Other
Comprehensive Income is comprised of unrealizedsgaind losses on cash flow hedges and foreignrayri@mulative translation
adjustments.

Management and Advisory Fees- The Partnership has reclassified into a singlemae component the amounts historically reported a
Fund Management Fees and Advisory Fees. Histoyidallcertain management fee arrangements, Blacksteceived a fee attributable to fu
performance. Such amounts have been reclassifetthaluded in Performance Fees and Allocations.

Performance Fees and Allocations- Performance Fees and Allocations consist prifigipathe preferential allocations of profits
(“carried interest”) which are a component of tlemegral partners’ interests in the corporate prieapgty, real estate and mezzanine funds.
Blackstone is entitled to carried interest fromrarestment fund when the fund achieves cumulativestment returns in excess of a specified
rate. The Partnership records as revenue the anttmatnivould be due pursuant to the fund agreensregach period end as if the fund
agreements were terminated at that date. In cepfiormance fee arrangements related to hedge farttie marketable alternative asset
management segment, Blackstone is entitled tovegerformance fees and allocations when the retmrassets under management exceeds
certain benchmark returns or other performance
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targets. In such arrangements, performance feealblrwdtions are accrued monthly or quarterly basecheasuring account / fund
performance to date versus the performance ben&steted in the investment management agreement.

Investment Income and Other— Investment Income and Other principally reflébis investment performance, realized and unreaglized
of Blackstone’s investments in the Blackstone Fuaslwell as Blackstone’s equity in earnings (Idssh equity method investees.

Compensation and Benefits- Compensation includes salaries, bonuses (disoeeff awards and guaranteed amounts), profit-siparin
plans and the amortization of equity-based compmmsas described below. Bonuses are accrued beeservice period to which they relate.
Benefits include both senior managing directorsl amployees’ benefit expense. Prior to the IPOppats made to senior managing directors
were accounted for as partnership distributionserathan as compensation.

Equity-based Compensation -Equity-based compensation is accounted for unaeptbvisions of SFAS No. 123(R3hare-Based
Paymen(“SFAS No. 123(R)”), which revises SFAS No. 128 counting for Stock-Based Compensatiand supersedes APB Opinion No.
Accounting for Stock Issued to Employ. Under SFAS No. 123(R), the cost of employee ser/received in exchange for an award of equity
instruments is generally measured based on the-deta fair value of the award. Equity-based awdnds do not require future service (i.e.,
vested awards) are expensed immediately. Equitgebemployee awards that require future serviceem@gnized over the relevant service
period. Further, as required under SFAS No. 123ti®) Partnership estimates forfeitures for equégdal awards that are not expected to vest.

Profit Sharing Plan — The Partnership has implemented profit sharinghgeeents for Blackstone personnel working in itsifesses,
including the hedge fund related businesses, atod#ferent operations designed to achieve ati@iship between compensation levels and
results that are appropriate for each operatioargpwrevailing market conditions. A portion of theréed interest and Performance Fees and
Allocations earned subsequent to the Reorganizatiimrespect to certain funds is due to senioragang directors and employees. These
amounts are accounted for by the Partnership apeasatory profit-sharing arrangements in conjumcivith the related carried interest
income and recorded as compensation expense. @ysegpproximately 40% of the carried interest earnder these arrangements is paid to
these individuals who work in the related operatiddeparted partners are also entitled to thetedeshare of carried interest distributions
received from our carry funds and are also liabtetlieir applicable share of losses on carry fuplgo the amount of the after-tax carried
interest distributions they received from a catmd.

Net Income (Loss) Per Common Unit The Partnership computes Net Income (Loss) perr@@an Unit in accordance with SFAS
No. 128,Earnings Per ShareBasic Net Income (Loss) per Common Unit is coradlty dividing income (loss) available to common
unitholders by the weighted-average number of comuorits outstanding for the period. Diluted Netdnee (Loss) per Common Unit reflects
the assumed conversion of all dilutive securitir$or to the Reorganization, Blackstone’s busivess conducted through a large number of
entities as to which there was no single holdingtyebut which were separately owned by Blackstpeesonnel. There was no single capital
structure upon which to calculate historical eagsiper unit information. Accordingly, earnings peit information has not been presented for
historical periods prior to the Reorganization.

Income Taxes- Blackstone has historically operated as a pastigior limited liability company for U.S. fedeliatome tax purposes
and mainly as a corporate entity in non-U.S. jucisons. As a result, income has not been subgett 8. federal and state income taxes.
Generally, the tax liability related to income ezrby these entities represent obligations ofridevidual partners and members and have not
been reflected in the historical combined finanstatements. Income taxes shown on the Partnesdhigtorical combined statements of
income are attributable to the New York City unimmrated business tax and other income taxes t¢aicentities located in non-U.S.
jurisdictions.

Blackstone uses the liability method to accountiicome taxes in accordance with SFAS No. K& ounting for Income Taxe&nder
this method, deferred tax assets and liabilitiesracognized for the expected future tax consemqseotdifferences between the carrying
amounts of assets and liabilities and their respetax basis using currently enacted tax rates. 8ffect on deferred assets and liabilities of a
change in tax rates is recognized in income im#réod when the change is enacted. Deferred tatsaase reduced by a valuation allowance
when it is more likely than not that some portiorath the deferred tax assets will not be realized.

Tax laws are complex and subject to different tetations by the taxpayer and respective govertah&axing authorities. Significant
judgment is required in determining tax expenseiar@aluating tax positions including evaluatingrartainties under FASB Interpretati
No. 48,Accounting for Uncertainty in Income Taxes, anriptetation of FASB Statement No. 10Blackstone reviews its tax positions
quarterly and adjusts its tax balances as newnmdtion becomes available.
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Following the Reorganization, the Blackstone Hoddipartnerships and certain of their subsidiariggicue to operate in the U.S. as
partnerships for U.S. federal income tax purposesgenerally as corporate entities in non-U.Sslidtions. Accordingly, these entities in
some cases continue to be subject to New York @itycorporated business taxes, or non-U.S. incamxest In addition, certain of the wholly-
owned subsidiaries of the Partnership and the Btadlke Holdings Partnerships will be subject to fatjestate and local corporate income taxes
at the entity level and the related tax provisitirikeutable to the Partnership’s share of this meds reflected in the consolidated financial
statements.

Recent Accounting Pronouncements: In June 2006, the FASB issued InterpretationN"FNo. 48, Accounting for Uncertainty in
Income Taxes, an interpretation of FASB StatementlN9(“FIN 48”). FIN 48 requires companies to recognize the taxfitsra uncertain ta
positions only where the position is “more likehah not"to be sustained assuming examination by tax auith®riT he tax benefit recognizec
the largest amount of benefit that is greater S@&percent likelihood of being realized upon ultimsettlement. The Partnership adopted FIN
48 as of January 1, 2007. The adoption of FIN 4Bndit have a material impact on the Partnershipgrsalidated and combined financial
statements.

In September 2006, the FASB issued SFAS No. E&if,Value Measuremen{§SFAS No. 157”). SFAS No. 157 defines fair value,
establishes a framework for measuring fair valne, expands disclosures about fair value measuraméme Partnership adopted SFAS
No. 157 as of January 1, 2007. The adoption of SRAS157 did not have a material impact on therfeashif's consolidated and combined
financial statements.

In February 2007, the FASB issued SFAS No. T3 Fair Value Option for Financial Assets and Finl Liabilities (“SFAS
No. 15¢"). SFAS No. 159 permits entities to choose to mmeasnany financial instruments and certain othemg at fair value, with changes in
fair value recognized in earnings. SFAS No. 158ffiective as of the beginning of the first fiscaky that begins after November 15, 2007. The
Partnership adopted SFAS No. 159 as of Januar§Q8.2Z'he adoption of SFAS No. 159 is not expeabdshive a material impact on the
Partnership’s consolidated and combined finantc&ements.

In May 2007, the FASB issued FASB Staff Position RiN 46(R)-7 Application of FASB Interpretation No. 46(R) to éstment
Companieg“FSP FIN 46(R)-7") which provides clarification dhe applicability of FIN 46(R), as revised to #hecounting for investments by
entities that apply the accounting guidance inAH@PA Audit and Accounting Guiddnvestment Companie$SP FIN 46(R)-7 amends FIN
46(R), as revised to make permanent the tempoefermdl of the application of
FIN 46(R), as revised to entities within the scopéhe guide under Statement of Position (“SOP”) 8l6-1,Clarification of the Scope of the
Audit and Accounting Guiclnvestment Companieand Accounting by Parent Companies and Equity Metheestors for Investments in
Investment Compani(“SOP 07-1"). FSP FIN 46(R)-7 is effective upon ption of SOP 07-1. The adoption of FSP FIN 46(R3-iot
expected to have a material impact on the Partigersh

SOP 07-1, issued in June 2007, addresses whethactlounting principles of the AICPA Audit and Aaoting Guidelnvestment
Companiesnay be applied to an entity by clarifying the dafom of an investment company and whether thogewaating principles may be
retained by a parent company in consolidation ocafynvestor in the application of the equity mettod accounting. SOP 07-1, as originally
issued, was to be effective for fiscal years beigigon or after December 15, 2007 with earlier dibopencouraged. In February 2008, the
FASB issued FSP SOP 07-1Hffective Date of AICPA Statement of Position QZdlindefinitely defer the effective date of SORID The
Partnership intends to monitor future developmastociated with this statement in order to as$essrtpact, if any, that may result.

In June 2007, the EITF reached consensus on Issu@8Nl1 Accounting for Income Tax Benefits of DividendSbare-Based Payment
Awards(“EITF 06-11"). EITF 06-11 requires that the taxnkeét related to dividend equivalents paid on iiestd stock units, which are
expected to vest, be recorded as an increase tioadd paid-in capital. EITF 06-11 is to be appliprospectively for tax benefits on dividends
declared in fiscal years beginning after Decemise2007. The adoption of EITF 06-11 as of Janua®008 is not expected to have a material
impact on the Partnership’s consolidated finarstialements.
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In December 2007, the FASB issued SFAS No. 141gR3jness Combinatiorf§SFAS No. 141(R)"). SFAS No. 141(R) requires the
acquiring entity in a business combination to retng the full fair value of assets, liabilities,ntactual contingencies and contingent
consideration obtained in the transaction (whefiea full or partial acquisition); establishes tequisition date fair value as the measurement
objective for all assets acquired and liabilitissiamed; requires expensing of most transactiomrestructuring costs; and requires the acquirer
to disclose to investors and other users all ofrif@mation needed to evaluate and understandahee and financial effect of the business
combination. SFAS No. 141(R) applies to all tratisas or other events in which the Partnershipiobteontrol of one or more businesses,
including those sometimes referred to as “true mwe'gor “mergers of equals” and combinations achiewithout the transfer of consideration,
for example, by contract alone or through the lagfsminority veto rights. SFAS No. 141(R) applie®gpectively to business combinations for
which the acquisition date is on or after Januarg0D9.

In December 2007, the FASB issued SFAS No. Nefhcontrolling Interests in Consolidated Financ&thtements—an amendment of
Accounting Research Bulletin No. (“SFAS No. 160"). SFAS No. 160 requires reportimgitees to present nooentrolling (minority) interest
as equity (as opposed to as a liability or mezaenuity) and provides guidance on the accountingrénsactions between an entity and non-
controlling interests. SFAS No. 160 applies prosipely as of January 1, 2009, except for the pregem and disclosure requirements which
will be applied retrospectively for all periods peated.

3.  ACQUISITION OF NON -CONTROLLING INTERESTS

Pursuant to the Reorganization transaction destiibélote 1, the Partnership acquired interestha@npredecessor businesses from the
predecessor owners. These interests were acqurirpdrt, through an exchange of Blackstone HoldiRggnership Units and, in part, through
the payment of cash.

This transaction has been accounted for partiallg mansfer of interests under common control patdijally, as an acquisition of non-
controlling interests in accordance with SFAS Nél1.1The vested Blackstone Holdings Partnerships.heiteived by the Control Group in the
Reorganization are reflected in the consolidatedrfcial statements as non-controlling interestiehistorical cost of the interests they
contributed, as they are considered to be the GloGtoup of the predecessor organization. The deBtackstone Holdings Partnership Units
received by holders not included in the Control @rin the Reorganization are accounted for usiegtirchase method of accounting under
SFAS No. 141 and reflected as non-controlling iés in the consolidated financial statementseafain value of the interests contributed as
these holders are not considered to have beem igrtup controlling Blackstone prior to the Reotigation. Additionally, ownership interests
were purchased with proceeds from the IPO. The paghin excess of the cost basis of the intei@sgsiired from members of the Control
Group has been charged to equity. Cash paymeatedeab the acquisition of interests from holdensige of the Control Group has been
accounted for using the purchase method of acaaginti

The total consideration paid to holders outsidthefControl Group was $2.76 billion and reflect&}i§8,279,449 Blackstone Holdings
Partnership Units issued in the exchange, thevédire of which was $2.12 billion based on the &igublic offering price of $31.00 per
common unit, and (2) cash of $643.3 million. Acdongly, the Partnership has reflected the acquiaedible assets at the fair value of the
consideration paid. The excess of the purchase prier the fair value of the tangible assets aeduapproximated $2.26 billion and has been
included in the captions Goodwill and Intangibleséss in the Consolidated Statement of Financiald@iom as of December 31, 2007. The
finite-lived intangible assets related to the caatnal right to future fee income from managemadvjsory and incentive fee contracts and the
contractual right to earn future carried interestf the corporate private equity, real estate asdzanine funds was $722.3 million. The
residual amount representing the purchase priegdass of tangible and intangible assets (includthgr liabilities of $64.0 million) is
$1.60 billion and has been recorded as Goodwiill.

The Partnership is finalizing the purchase pri¢ecation, including the determination of goodwitirébbutable to the reporting segments.
To the extent that the estimates used in the pirgdig purchase price allocation need to be adjulstegber, the Partnership will do so upon
making that determination but not later than oreryem the date of acquisition.
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Purchase Pric $2,759,98:
Goodwill $1,597,47.
Finite-Lived Intangible Assets/Contractual Rig! 722,28
Other Liabilities (63,95¢)
Increase to Nc-Controlling Interests in Consolidated Entit 2,255,80.
Net Assets Acquired, at Fair Val 504,17
Preliminary Purchase Price Allocati $2,759,98

4. INVESTMENTS
Investments
A condensed summary of Investments consist ofdheviing:

December 31,

2007 2006
Investments of Consolidated Blackstone Fu $3,951,29: $31,066,97
Equity Method Investmen 1,971,22! 133,33!
Performance Fees and Allocatic 1,150,26: —
Other Investment 72,37 63,26¢

$7,145,15! $31,263,57

The decrease of Investments of Consolidated BlaoksFunds and the increase of Equity Method Investsnand Performance Fees and
Allocations was the result of the deconsolidatibBlackstone Funds as described in Note 1.

Investments of Consolidated Blackstone Funds

The following table presents a condensed summatiyeoinvestments held by the consolidated Blaclkstumds that are reported at fair
value. These investments are presented as a pageenit Investments of Consolidated Blackstone Funds
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Percentage of
Investments of
Consolidated

Fair Value Blackstone Funds
December 31 December 31 December 31
Geographic Region / Instrument Type / Industry December 31
Description or Investment Strategy 2007 2006 2007 2006
United States and Canad:
Investment Funds, principally related to marketafilernative asset
management func
Credit Driven $ 905,04¢ $ 870,35( 22.% 2.8%
Diversified Investment 756,65¢ 2,145,72! 19.1% 6.S%
Equity 136,53( 2,408,01: 3.5% 7.8%
Other 2,19: 473,90¢ 0.1% 1.5%
Investment Funds Total
(Cost: 2007 $1,547,297; 2006 $4,864,0 1,800,421 5,897,99! 45.6% 19.(%
Partnership and LLC Interests, principally relatedorporate privat
equity and real estate fun
Real Estate, including Consumer Busin 216,40¢ 7,323,91! 5.5% 23.%
Life Sciences, including Healthca 51,68 1,818,87! 1.3% 5.8%
Technology, Media and Telecommunicatic 36,78¢ 2,119,25! 0.9% 6.8%
Manufacturing 18,46: 1,197,191 0.5% 3.5%
Energy 7,171 138,17 0.2% 0.4%
Other 14,13! 64,69¢ 0.4% 0.2%
Partnership and LLC Interests Total
(Cost: 2007 $260,372; 2006 $8,169,5 344,64: 12,662,11 8.8% 40.8%
Equity Securities, principally related to marketahlternative ass
management and corporate private equity fu
Common Stocl
Manufacturing 383,93 1,858,48. 9.5% 5.8%
Energy 144,78: 240,17( 3.7% 0.8%
Financial Service 100,71¢ 1,055,66: 2.5% 3.4%
Technology, Media and Telecommunicatic 67,11¢ 2,104,69° 1.7% 6.8%
Other 168,89¢ 637,89 4.3% 2.1%
Common Stock Total
(Cost: 2007 $833,898; 2006 $3,692,7 865,45! 5,896,90! 21.7% 19.(%
Other, principally preferred stock and warra
(Cost: 2007 $10,099; 2006 $34,7. 13,98% 63,85¢ 0.4% 0.2%
Equity Securities Total
(Cost: 2007 $843,997; 2006 $3,727,4 879,44( 5,960,76: 22.1% 19.2%
Debt Instruments, principally related to marketaditernative asst
management funds
(Cost: 2007 $7,757; 2006 $394,8( 7,507 383,94: 0.2% 1.2%
United States and Canada Tota
(Cost: 2007 $2,659,423; 2006 $17,155,852) 3,032,01. 24,904,81 76.7% 80.2%
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Geographic Region / Instrument Type / Industry
Description or Investment Strategy

Europe

Partnership and LLC Interests, principally relatedorporate private equity

and real estate funt
Real Estate, including Consumer Busin
Technology, Media and Telecommunicatic
Other
Partnership and LLC Interests To
(Cost: 2007 $45,859; 2006 $1,966,9
Equity Securities, principally related to corporptesate equity fund
Common Stocl
Manufacturing
Technology, Media and Telecommunicatic
Other
Common Stock Tote
(Cost: 2007 $339,269; 2006 $2,595,3
Preferred Stock, principally Real Estate includ@mnsumer Busines
(Cost: 2007 $162,328; Cost: 2006 $188,€
Other, principally interest rate swaps ($5,584;$ )
Equity Securities Total
(Cost: 2007 $507,181; 2006 $2,783,9
Debt Instruments, principally related to marketaddternative asse
management funds
(Cost: 2007 $480; 2006 $44,7
Europe Total
(Cost: 2007 $553,520; 2006 $4,795,733)
Asia Total (principally related to corporate private equity and
marketable alternative asset management funds)
(Cost: 2007 $104,452; 2006 $ )
Other Total (principally related to corporate private equity and
marketable alternative asset management funds)
(Cost: 2007 $48,901; 2006 $210,927)
Total Investments of Consolidated Blackstone Fund
(Cost: 2007 $3,466,296; 2006 $22,162,512)

Percentage ol
Investments of
Consolidated

Fair Value Blackstone Funds
December 31 December 31 December 31
December 31
2007 2006 2007 2006

$ 38,60 $ 1,239,77! 1.0% 4.C%
14,59: 1,099,90: 0.4% 3.5%

894 — — —
54,08¢ 2,339,68. 1.4% 7.5%

302,52 — 7.71% —
43,67 1,879,92: 1.1% 6.1%
14,65¢ 1,437,56 0.4% 4.€%
360,85 3,317,48: 9.2% 10.7%
205,51 187,74¢ 5.2% 0.6%
4,73 70¢€ 0.1% 0.C%
571,09! 3,505,94. 14.5% 11.52%
452 46,08¢ — 0.1%
625,63! 5,891,71. 15.€% 18.%

106,19¢ — 2.7% —
187,44t 270,44¢ 4.7% 0.%%
$3,951,29: $31,066,97. 100.(% 100.(%

At December 31, 2007 and 2006, there were no iddaliinvestments, which includes considerationesfidtive contracts, with fair
values exceeding 5.0% of Blackstone’s net assét®esember 31, 2007 and 2006, consideration wangag to whether any individual
consolidated funds of hedge funds, feeder funchgragher affiliate exceeded 5.0% of Blackstone'sassets. At December 31, 2007, the
Blackport Capital Fund Ltd., a consolidated feeded, had a fair value of $903,311 and was the fe@der fund investment to exceed the

5.0% threshold. At December 31, 2006 there wersuah investments.

Securities Sold, Not Yet Purchas@étle following table presents the Partnership’s 8tea Sold, Not Yet Purchased held by the

consolidated Blackstone Funds, which are pringjpadlld by certain of Blackstone’s proprietary hefigeds. These investments are presented

as a percentage of Securities Sold, Not Yet Puethas
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Percentage of Securities Sol

Fair Value Not Yet Purchased
December 31 December 31 December 31 December 31
Geographic Region / Instrument Type / Industry Clas 2007 2006 2007 2006
United States— Equity Instrument:
Utilities $ 360,95. $ 119,36: 30.2% 28.2%
Manufacturing 214,82( 133,99: 17.%% 31.7%
Financial Service 208,14¢ — 17.4% —
Consumer Busines 135,71( — 11.2% 0.1%
Technology, Media and Telecommunicatic 69,10¢ — 5.8% —
Index Funds — 51,318 — 12.1%
Pharmaceutice — 27,91 — 6.€%
Other 26,25¢ — 2.2% —
United States Total
(Proceeds: 2007 $1,013,691; 2006 $330,! 1,014,98! 332,57¢ 84.8% 78.1%
Europe — Equity Instrument:
Manufacturing 39,16¢ 19,08: 3.3% 4.5%
Utilities — 34,33: — 8.1%
Other 26,39¢ — 2.2% —
Europe Total
(Proceeds: 2007 $60,331; 2006 $50,2 65,56: 53,411 5.5% 12.6%
All other regions — Equity Instrument— Manufacturing
(Proceeds: 2007 $122,167; 2006 $34,: 116,30 36,79 9.7% 8.7%
Total
(Proceeds: 2007 $1,196,189; 2006 $415,299) $1,196,85! $ 422,78t 100.(% 100.(%

Realized and Net Change in Unrealized Gains (LQdsem Blackstone Fundslet Gains from Fund Investment Activities on the
Consolidated and Combined Statements of Incomadiechet realized gains (losses) from realizationssales of investments and the net
change in unrealized gains (losses) resulting fthanges in fair value of the consolidated BlackstBands’ investments. The following table
presents the realized and net change in unreaiaied (losses) on investments held through thedtioladed Blackstone Funds:

Year Ended December 31,

2007 2006 2005
Realized Gain $3,509,31i $5,054,99! $4,918,36
Net Change in Unrealized Gai 2,796,23! 2,491,233 189,42:

$6,305,55:  $7,546,23.  $5,107,78

Investments in Variable Interest Entiti@®ackstone consolidates certain variable interatities (“VIES”) in addition to those entities
consolidated under EITF 04-5, when it is determitied Blackstone is the primary beneficiary, eittieectly or indirectly, through a
consolidated entity or affiliate. The assets of¢basolidated VIEs are classified within Investnseiithe liabilities of the consolidated VIEs are
non-recourse to Blackstone’s general credit.

At December 31, 2007, Blackstone was the primanefieiary of VIEs whose gross assets were $1.3®bjlwhich is the carrying
amount of such financial assets in the consolidfteshcial statements. The nature of these VIERIg&investments in corporate private
equity, real estate, mezzanine and funds of hedlggsfassets.

Blackstone is also a significant variable interesdtier in other VIEs which are not consolidatedB&ckstone is not the primary
beneficiary. These VIEs represent certain Blackstennds that are funds of hedge
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funds. At December 31, 2007, gross assets of #ne#ties were approximately $940.5 million. Blackst's aggregate maximum exposure to
loss was approximately $258.6 million as of Decende 2007. Blackstone’s involvement with thesétistbegan on the dates that they were
formed, which range from July 2002 to January 2006.

Performance Fees and Allocations

Blackstone manages corporate private equity furedd estate funds, mezzanine funds, funds of hdgis and hedge funds that are not
consolidated. The Partnership records as reveruarniount that would be due pursuant to the fundeagents at each period end as if the fund
agreements were terminated at that date. In cepfiormance fee arrangements related to hedge farttie marketable alternative asset
management segment, Blackstone is entitled tovegerformance fees and allocations when the retmrassets under management exceeds
certain benchmark returns or other performancestardgn such arrangements, performance fees anchtitins are accrued monthly or quart
based on measuring account / fund performancetéoveasus the performance benchmark stated imtlesiment management agreement.

Equity Method Investments

Blackstone invests in corporate private equity &jmdal estate funds, mezzanine funds, funds ajén&chds and hedge funds that are not
consolidated. The Partnership accounts for thegestments under the equity method of accountingcl&itone’s share of operating income
generated by these investments is recorded as porm@nt of Investment Income and Other. That ammeftdcts the fair value gains and losses
of the associated funds’ underlying investmente@setain the specialized investment company adooyof these funds pursuant to EITF 85-
12.

A summary of Blackstone’s equity method investmédolisws:

Equity Held Equity in Net Income
December 31, Year Ended December 31,
2007 2006 2007 2006 2005
Equity Method Investmen $1,971,22¢ $133,33! $163,49¢ $31,76( $20,38"

The summarized financial information of the fundsihich the Partnership has an equity method invest is as follows:

December 31, 2007 and the Year Then Ended

Marketable
Alternative
Corporate Asset
Private Equity Real Estate Management Total

Statement of Financial Conditic

Investment: $18,916,04 $16,328,16 $14,074,96 $49,319,16

Other Asset: 223,45; 281,97: 1,250,05: 1,755,47

Total Asset: $19,139,49 $16,610,13 $15,325,01 $51,074,64

Debt 27,35¢ 432,31¢ 377,38t¢ 837,06¢

Other Liabilities 218,01° 98,47¢ 851,35¢ 1,167,85:

Total Liabilities $ 245,37¢ $ 530,79 $ 1,228,74 $ 2,004,91

Partners' Capite $18,894,12 $16,079,33 $14,096,26 $49,069,72
Statement of Incom

Interest Incom $ 16,95: $ 12,64« $ 80,37¢ $ 109,97.

Other Income 188,82: 146,56 1,95¢€ 337,34¢

Interest Expens (18,57 (32,819 (21,81¢) (73,209

Other Expense (132,081) (25,96¢) (80,80¢) (238,857

Net Realized and Unrealized Gain (Loss) fr

Investments 2,091,52! 3,266,46. 1,750,16! 7,108,15!

Net Income $ 2,146,65. $ 3,366,89. $ 1,729,87 $ 7,243,42.

Ownership Percentage Ranging Up 4% 7% 17%
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Other Investments

Other Investments consist primarily of investmegdwsities held by Blackstone for its own accouthte Tollowing table presents
Blackstone’s realized and net change in unrealigds (losses) in other investments:

Year Ended December 31,

2007 2006 2005
Realized Gain $10,05C $6,791 $ 8,30¢
Net Change in Unrealized Gains (Loss 2,80: 2,51/ 6,04¢

$12,85¢ $9,30f $14,35)

Fair Value Measurements

The Partnership adopted SFAS No. 157 as of Jady&907, which among other matters, requires erdeadisclosures about
investments that are measured and reported atdlie. SFAS No. 157 establishes a hierarchal discéoframework which prioritizes and
ranks the level of market price observability usetheasuring investments at fair value. Market@observability is affected by a number of
factors, including the type of investment and tharacteristics specific to the investment. Investts&vith readily available active quoted

prices or for which fair value can be measured femtively quoted prices generally will have a higtiegree of market price observability and

a lesser degree of judgment used in measuringdhie.

Investments measured and reported at fair valuelassified and disclosed in one of the followirsgegories.
Level | — Quoted prices are available in active kats for identical investments as of the reportiate. The type of investments

included in Level I include listed equities anddid derivatives. As required by SFAS No. 157, tharkership does not adjust the quoted
price for these investments, even in situationsrev/Btackstone holds a large position and a salé&daeasonably impact the quoted price.

Level Il — Pricing inputs are other than quotectgsi in active markets, which are either directlyndirectly observable as of the
reporting date, and fair value is determined thtotige use of models or other valuation methodokdievestments which are generally
included in this category include corporate bomis laans, less liquid and restricted equity se@giand certain over-the-counter
derivatives.

Level Il — Pricing inputs are unobservable for theestment and includes situations where theli¢tls, if any, market activity for
the investment. The inputs into the determinatibfain value require significant management judgtramestimation. Investments that
included in this category generally include genaral limited partnership interests in corporategig equity and real estate funds,
mezzanine funds, funds of hedge funds, distressbtlahd non-investment grade residual interestednritizations and collateralized
debt obligations.

In certain cases, the inputs used to measure dhievmay fall into different levels of the fair ual hierarchy. In such cases, an

investment’s level within the fair value hierardsybased on the lowest level of input that is digant to the fair value measurement. The

Partnership’s assessment of the significance africplar input to the fair value measurementsreittirety requires judgment, and considers

factors specific to the investment.
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The following table summarizes the valuation ofd&stone’s investments by the above SFAS No. 15##&ue hierarchy levels as of
December 31, 2007:

Total Level | Level Il Level Il
Investments of Consolidated Blackstone Fu $3,951,29: $1,603,51' $14,88¢ $2,332,88!
Other Investment 72,37: 36,85¢ 5,857 29,65¢
Securities Sold, Not Yet Purchas 1,196,85:! 1,196,85! — —

The following table summarizes the Level lll invesnts by valuation methodology as of December BQ72

Total

Marketable Investment
Alternative
Corporate Asset Company
Fair Value Based on Private Equity Real Estate Managemen Holdings
Third-Party Fund Manage! — — 76.2% 76.2%
Public / Private Company Comparab 12.6% 9.€% 1.€% 23.8%
Total 12.6% 9.€% 77.% 100.(%

The changes in investments measured at fair valuetich the Partnership has used Level Il ingatdetermine fair value are as
follows.

Year Ended
December 31,
2007

Balance, December 31, 20 $ 27,564,20
Transfers Out Due to Deconsolidati (29,956,70)
Transfers Out Due to Reorganizat| (1,892,80)
Transfers In Due to Reorganizati 28,30
Transfers Ou (721,900
Purchases (Sales), N 1,848,73:
Realized and Unrealized Gains (Losses), 5,492,70
Balance, December 31, 20 $ 2,362,54.
Changes in Unrealized Gains (Losses) Included mikgs Related to Investments Still Held at

Reporting Dat¢ $ 7,054

Total realized and unrealized gains and lossesdeddor Level Il investments are reported in atins from Fund Investment
Activities in the Consolidated and Combined Statetsief Income.

5. CREDIT RISK

Credit risk refers to the risk of loss arising frawmmrrower or counterparty default when a borrowernterparty or obligor does not meet
its financial obligations. Certain Blackstone Fumasl the Investee Funds are subject to certairrénheredit risks arising from their
transactions involving futures, options and semsgisold under agreements to repurchase by exptisorgh its investments.
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Various entities of the Partnership invest subs#ntall of their excess cash in an open-end mamayket fund and a money market
demand account, which are included in Cash and Egslvalents. The money market fund invests prilpami government securities and ot
short-term, highly liquid instruments with a lovgkiof loss. The Partnership continually monitoes filnd’s performance in order to manage
any risk associated with these investments.

Certain entities of the Partnership hold derivatihstruments that contain an element of risk ingtent that the counterparties may be
unable to meet the terms of such agreements. TieePship minimizes its risk exposure by limitingetcounterparties with which it enters into
contracts to banks and investment banks who méadtleshed credit and capital guidelines. The Pastnip does not expect any counterparty to
default on its obligation and therefore does ngieex to incur any loss due to counterparty default.

6. DUE FROM BROKERS

Certain Blackstone Funds conduct business withdysofor their investment activities. The clearimgl @ustody operations for these
investment activities are performed pursuant teagrents with prime brokers. The Due from Broketarize represents cash balances at the
brokers and net receivables and payables for ledetecurity transactions. Blackstone met the mait®r netting under FASB Interpretation
39, Offsetting of Amounts Related to Certain Contraetan interpretation of APB Opinion No. 10 and FARBtement No. 105as there was
no cross netting of receivable and payable amdwettgeen the prime brokers and the netting at edofefbroker was deemed appropriate
because Blackstone has a valid right of set ofé fua continuous net settlement arrangement) ewiti of the prime brokers. The applicable
Blackstone Funds are required to maintain collhigith the brokers either in cash or securitiesa@do a certain percentage of the fair value of
Securities Sold, Not Yet Purchased.

The applicable Blackstone Funds are subject taitarisll to the extent any broker with which the disnconduct business is unable to
deliver cash balances or securities, or clear ggdwansactions on their behalf. The Partnershgmitors the financial conditions of the brokers
with which these funds conduct business and bediéwve likelihood of loss under the aforementioniecLienstances is remote.

7. GOODWILL AND INTANGIBLE ASSETS
The following is a summary of goodwill and intanigilassets resulting from the Reorganization tratiaas discussed in Note 3:

December 31

2007
Finite Lived Intangible Assets/Contractual Rig $ 722,28
Less: Accumulated Amortizatic (117,607
Intangible Assets, ni $ 604,68:
Indefinite Lived Intangible Asset

Goodwill $1,597,47

Amortization expense associated with our intangéssets was $117.6 million for the year ended Dbeerdl, 2007, and is included in
General, Administrative and Other in the accompagyonsolidated and Combined Statements of Incémertization of intangible assets
held at December 31, 2007 is expected to be appeigly $219.0 million, $219.0 million, $107.2 malti, $10.8 million and $10.8 million in
the years ended December 31, 2008, 2009, 2010,&04 2012, respectively.
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8. OTHER ASSETS
Other Assets consists of the following:

December 31
2007 2006
Furniture, Equipment and Leasehold Improvem $121,81° $ 90,55¢
Less: Accumulated Depreciatis (57,44°) (46,879
Furniture, Equipment and Leasehold Improvements, 64,37( 43,67¢
Deposits for Pending Investmel — 23,53¢
Prepaid Expens 26,32¢ 15,77¢
Other Asset: 8,67( 5,78¢

$ 99,36¢ $ 88,77:

Depreciation expense of $11.2 million, $7.3 milliamd $8.5 million related to furniture, equipmentideasehold improvements for the
years ended December 31, 2007, 2006 and 2005 ctesgg, is included in General, Administrative aBther in the accompanyir
Consolidated and Combined Statements of Income.

9. LOANS PAYABLE

The Partnership enters into credit agreementddaeneral operating and investment purposes atairc8lackstone Funds borrow to
meet financing needs of their operating and inmgstictivities. Borrowing facilities have been efisdied for the benefit of selected funds
within those business units. When a Blackstone Farcbws from the facility in which it participatethe proceeds from the borrowing are
strictly limited for its intended use by the bortiag fund and not available for other Partnershigppsees. The Partnership’s credit facilities
consist of the following:

December 31
2007 2006

Weighted Weighted

Average Average

Credit Borrowing Interest Credit Borrowing Interest

Available Outstanding Rate Available Qutstanding Rate

Revolving Credit Facility (a $1,000,000 $ — = $1,000,001 $ 340,00( 6.1%
On-lending and Bridge Facilities (I 162,00( 105,06 5.5(% 225,00( 106,34« 6.5(%
Corporate Debt Credit Facilites ( 90,00( 3,75( 7.7%% 80,00( 29,22¢ 8.04%
1,252,001 108,81¢ 5586  1,305,00! 475,56¢ 6.3:%
Blackstone Fund Facilities (i 166,66 21,57( 51(% 2,109,00! 500,41: 6.1%

$1,418,66! $ 130,38¢ 5.5(% $3,414,000 $975,98: 6.25%

(&) Represents short-term borrowings under a ravgleredit facility with proceeds used to fund tigerating and investing activities of
entities of the Partnership. Borrowings bear irgeat an adjusted LIBOR rate. Each drawdown hadl@er maturity of not longer than
six months. Any open borrowings at June 20, 2088 eind date of the facility, are payable at thaetiThere is a commitment fee of
0.25% or 0.3% per annum, as defined, on the unpsebn of this facility.
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(b)

(€)

(d)

10.

Represents borrowings under a loan and securigeamgnt as well as a bridge loan facility, eachibganterest at an adjusted rate bel
the lending bank’s prime commercial rate. Borrovsiage available for (1) the Partnership to proyiddial financing to certain
Blackstone employees to finance the purchase aféleity investments in certain Blackstone Funad €) to fund, on a temporary
basis, Blackstone’s general partner commitmentoguidnal co-investment for investments made byBleekstone Funds. The advances
to Blackstone employees are secured by investasnphid back over a foyear period, and the related underlying investmasntyell a:
full recourse to the employe’ salaries, bonuses and returns from other Partipeirsbestments

Represents sh«-term borrowings under credit facilities establish@dinance investments in debt securities. Borrmsiwere made at ti
time of each investment and are required to beidegiahe earlier of (1) the investment’s dispasitor (2) 120 days after the borrowing.
Borrowings under the facilities bear interest atdjusted LIBOR rate. Borrowings are secured byiriiestments acquired with the
proceeds of such borrowings. In addition, suchitfadilities are supported by letters of cre:

Represents borrowing facilities for the vari@®lackstone Funds used to meet liquidity and inmgsteeds. Certain borrowings under
these facilities were used for bridge financing gederal liquidity purposes. Other borrowings weased to finance the purchase of
investments with the borrowing remaining in placdilithe disposition or refinancing event. Suchrbarings have varying maturities and
are rolled over until the disposition or a refineagcevent. Due to the fact that the timing of seeknts is unknown and may occur in the
near term, these borrowings are considered shortitenature. Borrowings bear interest at spreadsdrket rates. Borrowings were
secured according to the terms of each facility amsdgenerally secured by the investment purchagtedhe proceeds of the borrowing
and/or the uncalled capital commitment of eacheetye fund. Certain facilities have commitmentfed&/hen a fund borrows, the
proceeds are available only for use by that furtiae not available for the benefit of other fur@sllateral within each fund is also
available only against the borrowings by that fand not against the borrowings of other fur

Scheduled principal payments for long-term borrasgiat December 31, 2007 are as follows:

2008 $ 19,97¢
2009 27,75:
2010 26,71¢
2011 20,93
2012 9,53¢
Thereaftel —

Total $104,92:

INCOME TAXES

Prior to the Reorganization, Blackstone providedNew York City unincorporated business tax fortair entities based on a statutory

rate of 4%. Following the Reorganization, the Bktoke Holdings Partnerships and certain of thdisiliaries will continue to operate in the
U.S. as partnerships for U.S. federal income tap@ses and generally as corporate entities inth@+jurisdictions. Accordingly, these entit

in some cases continue to be subject to the New Edy unincorporated business tax or non-U.S. inedaxes. In addition, certain of the
wholly-owned subsidiaries of the Partnership aredBlackstone Holdings Partnerships will be subjedederal, state and local corporate
income taxes. Blackstone’s effective income tag veds approximately 1.58%, 1.39% and 0.91% foy#es ended December 31, 2007, 2006
and 2005, respectively.
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The provision for income taxes consists of theofelhg:

Year Ended December 31,

2007 2006 2005
Current
Federal Income Ta $ 7,71¢ $ — $ —
Foreign Income Ta 2,962 3,43: 2,132
State and Local Income Ti 31,14 34,43: 10,277
Subtotal 41,82 37,86¢ 12,40¢
Deferred
Federal Income Ta (10,039 — —
State and Local Income T (5,80¢) (5,937 (149
Foreign Income Ta — — —
Subtotal (15,844 (5,937) (149
Total Provision for Taxe $ 25,97¢ $31,93¢ $12,26(

Deferred income taxes reflect the net tax effettemporary differences that may exist betweenctireying amounts of assets and
liabilities for financial reporting purposes an timounts used for income tax purposes using ehtetagates in effect for the year in which
the differences are expected to reverse. A sumuwfahe tax effects of the temporary differenceadgollows:

December 31,

2007 2006
Deferred Tax Assets
Fund Management Fe $ 13,49¢ $5,83¢
Equity-based Compensatic 34,32( —
Depreciation and Amortizatic 729,49: 13¢
Other — 55
Total Deferred Tax Assets $777,31(  $6,02¢
Deferred Tax Liabilities
Depreciation and Amortizatic 10,25: —
Unrealized Gains from Investmer 12,90¢ 23t
Total Deferred Tax Liabilities $ 23,15¢ $ 23¢

Deferred Tax Liabilities are included within AccasrPayable, Accrued Expense and Other Liabilitiethé accompanying Consolidated
and Combined Statements of Financial Position.

The following table reconciles the Provision forx€a to the U.S. federal statutory tax rate:

2007 2006 2005
Statutory U.S. Federal Income Tax R 35.0(% 35.0(% 35.0(%
Income Passed Through to Common Unit Holders aedd®essor Owners( (38.39%  (35.00%  (35.00%
Interest Expens (0.39)% — —
Foreign Income Taxe 0.11% 0.15% 0.16%
State and Local Income Tax 1.5(% 1.28% 0.7%%
Equity-based Compensatic 3.69% — —
Effective Income Tax Ral 1.58% 1.3% 0.91%

(&) For 2007 (as well as for 2006 and 2005) inciuideome that primarily arose prior to our IPO tisatot taxable to the Partnership and its
subsidiaries. Such income was earned by the Pahtipés pre-IPO owners and any U.S. federal, statecal income tax related to this
income is paid directly by these individue
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Currently, Blackstone does not believe it meetdridefinite reversal criteria of APB Opinion No.,2accounting for Income Taxes—
Special Areas”. Accordingly, where applicable, Bistone will record a deferred tax liability foraxable outside basis difference of an
investment in a foreign subsidiary.

As discussed in Note 2, Blackstone adopted theigioms of FIN 48, which clarifies the accountinglatisclosure for uncertainty in tax
positions, as defined, on January 1, 2007. Bladkstmalyzed its tax filing positions in all of tfeeleral, state and foreign tax jurisdictions
where it is required to file income tax returnswaedl as for all open tax years in these jurisdict. Based on this review, no reserves for
uncertain income tax positions were required teeHaeen recorded pursuant to FIN 48. In additioackdtone determined that it did not need
to record a cumulative effect adjustment relatethéoadoption of FIN 48.

Blackstone recognizes accrued interest and pesaéiiated to uncertain tax positions in operatixgeases in the consolidated and
combined statements of income, which is consistétihitthe recognition of these items in prior repugtperiods. As of December 31, 2007,
Blackstone did not have a liability recorded foymeent of interest and penalties associated witleram tax positions.

Blackstone files its tax returns as prescribedngytax laws of the jurisdictions in which it opestin the normal course of business,
Blackstone is subject to examination by federal @erthin state, local and foreign tax regulators.ofAJanuary 1, 2008, the predecessor entities
U.S. federal income tax returns for the years 200dugh 2007 are open under the normal three-yaarts of limitations and therefore subject
to examination. State and local tax returns aregely subject to audit from 2001 through 2007.€untly, the City of New York is examining
certain subsidiaries’ tax returns for the years12th®ough 2006. In addition, HM Revenue and Custontee U.K. is examining certain U.K.
subsidiaries’ tax returns for the years 2004 thio2@06. Blackstone does not believe that the outcofthese examinations will require it to
record reserves for uncertain tax positions pursteaRIN 48 or that the outcome will have a matdrigoact on the consolidated and combined
financial statements. Blackstone does not belibaeit has any tax positions for which it is reasuly possible that it will be required to record
significant amounts of unrecognized tax benefithinithe next twelve months.

11. NET LOSS PER COMMON UNIT
The Weighted-Average Common Units Outstanding, @asd Diluted, are calculated as follows:

June 19, 2007
Through December 31, 2007
Basic Diluted
The Blackstone Group L.P. Weight-Average Common Units Outstandi 259,979,60 259,979,60
Total Weighte-Average Common Units Outstandi 259,979,60 259,979,60

For purposes of calculating diluted earnings (Igpss)unit, the Partnership applies the treasurgkstoethod to account for its outstanding
deferred restricted common unit awards.

Holders of Blackstone Holdings Partnership Unithéo than the Partnership’s wholly-owned subsidi&risubject to the vesting
requirements and transfer restrictions set fortthénpartnership agreements of the Blackstone Hgdpartnerships, may up to four times each
year (subject to the terms of the exchange agregragchange their Blackstone Holdings Partnershijidfor common units of the Partners
(“Blackstone Common Units”) on a one-for-one basi8lackstone Holdings limited partner must excheoge partnership unit in each of the
five Blackstone Holdings partnerships to effeceanhange for one Blackstone Common Unit. Consetyyghe Partnership applies the “if
converted method” to determine the dilutive efféficany, that the exchange of all Blackstone HoddifPartnership Units would have on basic
earnings per common unit. The assumed exchangtaok®&one Holdings Partnership Units includes auied tax effect resulting from the
increased income (loss) allocated to the Partneishithe exchange of the Blackstone Holdings Pesttiie Units.

Basic and diluted net loss per common unit areutaied as follows:

June 19, 2007
Through December 31, 2007
Basic Diluted
Net Loss Available to Common Unit Holde $ (335,51) $ (33551
Weighte-Average Common Units Outstandi 259,979,60 259,979,60
Net Loss per Common Ur $ (1.29 $ (1.29
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For the period June 19, 2007 through December@®17,2a total of 34,108,113 deferred restricted comemits and 827,151,349
Blackstone Holdings Partnership Units were antitdie and as such have been excluded from the lesito of diluted earnings per unit.

In the third quarter of 2007, Blackstone repurcha®5,162 Common Units in the open market for ajregpte purchase price of $16.0
million. These units are being held as treasurysuamd therefore not included in the total CommaitdJoutstanding as of December 31, 2007.
These units will be used in the fulfillment of awarvesting in the future.

12. EQUITY -BASED COMPENSATION

In conjunction with the IPO, the Partnership grdrequity-based compensation awards to Blackstasigr managing directors, non-
partner professionals, non-professionals and ssleetternal advisors under the Partnership’s 2@fuift¥ Incentive Plan (the “Equity Plan”),
which is described below. The Equity Plan is desthto promote the long-term financial interests grawth of the Partnership. Under the
terms of the Equity Plan, the Partnership initiddfd the ability to grant up to 163,000,000 Blackst Common Units or Blackstone Holdings
Partnership Units. Additionally, the total numbéaits subject to the Equity Plan may be increasmuually. The Equity Plan allows for the
granting of options, unit appreciation rights dnatunit-based awards (units, restricted unitgricted common units, deferred restricted
common units, phantom restricted common units bertinit-based awards based in whole or in patherair value of the Blackstone
Common Units or Blackstone Holdings Partnershipt&ni

For the period June 19, 2007 through December@®17,2he Partnership recorded compensation expdr$k77 billion in relation to its
equity-based awards and a corresponding tax besfe§21.2 million. As of December 31, 2007, ther@sv$11.94 billion of estimated
unrecognized compensation expense related to neteerequity-based compensation arrangements. Dhhiscexpected to be recognized over
a weighted-average period of 5.8 years. The taialhlue of the vested portion of deferred regtdoccommon units granted to non-senior
managing directors and selected external advigdledPO date vested was $179.4 million and reprssa portion of the initial awards.

Total vested and unvested outstanding units, imetuBlackstone Common Units, Blackstone HoldinggtdRaship Units and deferred
restricted common units, were 1,122,769,040 asaafeinber 31, 2007. Total outstanding unvested phantats were 967,923 as of
December 31, 2007.

A summary of the status of the Partnership’s nastegtequity-based awards as of December 31, 2aD@ anmmary of changes during
the period June 19, 2007 through December 31, 2@ Hresented below:

Blackstone Holdings The Blackstone Group L.P.
Equity Settled Awards Cash Settled Awards
Weighted- Weighted- Weighted-
Average Deferred Average Average
Grant Date Restricted Grant Date Grant Date
Partnership Common Phantom
Unvested Units Units Fair Value Units Fair Value Units Fair Value
Balance, June 19, 20! 439,711,53 $ 31.0C - $ — - $ —
Granted 1,102,44. 20.4: 40,369,95 26.8¢ 1,001,69 27.2
Vested (a (1,102,44) 20.4:  (6,199,42) 30.3C  (16,66)) 29.21
Exchangec (557,559 31.0C 735,34! 22.51 8,06¢ 29.1:
Forfeited — — (170,999 27.6( (25,179 27.3¢
Balance, December 31, 20 439,153,98 31.0C 34,734,87 26.6¢ 967,92: 27.2¢

(a) Atotal of 1,102,441 Blackstone Partnershipditads Partnership Units and 395,133 deferred oéstticommon units are considered
vested under SFAS No. 123(f
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Therefore, the associated fair value of the awaad recognized as an expense in the year ended Dec8&th 2007. The units will k
transferred to the grantee ratably over a threeqyedod assuming the grantee does not violataicecovenants specified in the award
agreement. Additionally, the units are not eligifdedividend distributions until officially transfred to the grante

Units Expected to Vest
The following unvested units, as of December 3D,72@re expected to vest:

Weighted-Average
Service Period in

Units Years
Blackstone Holdings Partnership Ur 406,288,21 5.€
Deferred Restricted Common Un 27,262,82 6.2
Total Equity Settled Award 433,551,03 5.€
Phantom Unit: 783,65¢ 2.1

The Partnership is in the process of evaluating tevill fund future unit issuances.

IPO Date Equity Awards

On June 27, 2007, the date of the consummatiomeofRO, the Partnership granted 39,067,034 defeestdcted common units to the
non-senior managing director professionals, amalgst senior finance and administrative persommetkalected external advisors (of which
5,804,294 vested upon completion of the IPO), art|0 phantom units (deferred restricted caskedetfjuity-based awards) (of which
16,661 vested upon completion of the IPO) to tieiohon-senior managing director employees. Holdedgferred restricted common units
and phantom units are not entitled to any votiggts. Only phantom units are to be settled in cBafr.values have been derived based on the
IPO price of $31 per unit, multiplied by the numloéunvested awards, expensed over the assumddesperiod, which ranges from 1 to 8
years. Additionally, the calculation of the compatien expense assumes forfeiture rates based ugkmni¢al turnover rates, ranging from 1
to 18% annually by employee class, and a per usgbdnt, ranging from $0.58 to $9.83 as a majarftthese unvested awards do not contain
distribution participation rights.

Equity Settled AwardsSubject to a non-senior managing director pradess’'s continued employment with Blackstone, tineested
deferred restricted common units granted to thesemior managing director professional as parhefilPO Date Equity Award will vest, and
the underlying Blackstone Common Units will be detied, in one or more installments over a periodpfo eight years following the IPO,
predominantly five years, provided that a specifiedcentage of the Blackstone Common Units whichldvotherwise be delivered on each
such vesting date will be retained, and delivershier deferred, until specified dates, subjech®rion-senior managing director professional’s
compliance with the restrictive covenants thategrglicable to such non-senior managing directofgssional. The first such scheduled
delivery date will occur on or after the first ammisary of the IPO.

The Partnership will not make any distributionshaiéspect to unvested deferred restricted commis granted to its non-senior
managing director professionals in connection with|PO Date Award.

Unless otherwise determined by the Partnershipn tipe termination of a non-senior managing direptofessional’s employment, for
any reason, all unvested deferred restricted comumds granted to the non-senior managing dirgatofessional as part of the IPO Date
Equity Award and then held by the non-senior mamggilirector professional will be immediately fotéd without any payment or
consideration; provided that (1) if such terminatie due to death or permanent disability, 100%hef
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unvested deferred units will become vested, oif @)ch termination occurs in connection with alfiea retirement, 50% of the unvested
deferred units will become vested, and the undeglgiommon units will be delivered in connectionhwgtich termination. In the event that a
non-senior managing director professional breabigesr her restrictive covenants or is terminatadchuse, all deferred restricted common
units (whether vested or unvested), and any Blacks€Common Units then held by the non-senior mangadirector professional in respect of
previously delivered deferred restricted commorgnvill be forfeited. Additionally, in connectiomith certain change of control events, any
deferred restricted common units that are unvestikéutomatically be deemed vested as of immedigigor to such change in control and
their delivery may be accelerated.

Cash-Settled AwardsSubject to a non-senior managing director emmtsyeontinued employment with Blackstone, the pbant
deferred cash settled equity-based awards granti thonsenior managing director employee as part of tieDRte Award will vest in equ
installments on each of the first, second and thindiversaries of the IPO or, in the case of cetim analysts, in a single installment on the
date that the employee completes his or her cucanitact period with Blackstone. On each suchingstate, Blackstone will deliver cash to
the non-senior managing employees in an amount égtize number of phantom cash settled equity-dbaseards held by each such non-
senior managing employee that will vest on suck datiltiplied by the then fair market value of thiadkstone Common Units on such date.
Blackstone is accounting for these cash settleddsias a liability calculated in accordance with pinovisions of SFAS No. 123(R).

Blackstone paid $0.5 million to non-senior managiirgctor employees in settlement of phantom casites equitybased awards relat
to the period June 19 through December 31, 2007.

Exchange Units

At the time of the Reorganization, Blackstone’sgq@eessor owners and selected advisors receive8182825 Blackstone Holdings
Partnership Units, of which 387,805,088 were vesta#i 439,711,537 are to vest over a period of @years from the IPO date. The
Partnership is accounting for the unvested Blaclestdoldings Partnership Units as compensation esgpgnaccordance with SFAS No. 123
(R). The unvested Blackstone Holdings Partnershipstare charged to compensation expense as tiokdbtme Holdings Partnership Units
vest over the service period on a straight-linash&@ompensation expense has been calculated bagbé IPO value of $31.00 per unvested
Blackstone Holdings Partnership Unit (based onrhiil public offering price per Blackstone Commomit), amortized to compensation
expense over the service period, which ranges #¢m8 years. Additionally, the calculation of tt@mpensation expense assumes a forfeiture
rate of up to 16%, based on historical experience.

Generally, upon the termination of a senior mangglinectors employment, for any reason, all unvested Blaclstdoldings Partnersh
Units received by the senior managing directoraas @f the Reorganization and then held by theasenanaging director will be immediately
forfeited without any payment or consideration;yided that (1) if such termination is due to deatipermanent disability, 100% of the
unvested Blackstone Holdings Partnership Units bétome vested, or (2) if such termination occursoinnection with a qualified retirement,
50% of the unvested Blackstone Holdings Partnershiis will become vested. In the event that agemianaging director breaches his or her
restrictive covenants or is terminated for caud3lackstone Holdings Partnership Units (whethested or unvested), and any Blackstone
Common Units then held by the senior managing thrén respect of previously delivered unvestedcB&ione Holdings Partnership Units,
will be forfeited. Additionally, in connection witbertain change of control events, any unvestediBtane Holdings Partnership Units will
automatically be deemed vested as of immediatéty py such change in control and their deliveryyrba accelerated.

Performance Awards

The Partnership has also granted performance-lzagaxdis. These awards are based on the performénegan businesses over the
five-year period beginning January 2008, relativa predetermined threshold. At this
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time, the Partnership has determined that themisnuch uncertainty in the probability that theeghold will be exceeded, and as such the
Partnership has not recorded any expense relatbéde awards in the current period. The Partrkshii continue to review the performance
of these businesses, and, if necessary, will regoreixpense over the corresponding service pededdon the most probable level of
anticipated performance. This award will be accedrbr as a liability under the guidance provide@&FAS No. 123(R) and SFAS No. 150,
Accounting for Certain Financial Instruments with&@acteristics of both Liabilities and Equi, as the number of units to be granted in 20:
dependent upon variations in something other tharidir value of the issuer’s equity shares, ife2,businesses’ five-year profitability.

13. RELATED PARTY TRANSACTIONS
Affiliate Receivables and Payables

Blackstone Group considers its Founders, senioragiag directors, employees, the Blackstone Fundgfen Portfolio Companies to be
affiliates. As of December 31, 2007, Due from Affies and Due to Affiliates were comprised of thiofving:

December 31 December 31
2007 2006
Due from Affiliates
Payments Made on Behalf of Predecessor Owners nttdone Employees for
Investments in Blackstone Fun $ 143,84¢ $ 189,37:
Payments Made on Behalf of N-Consolidated Entitie 204,70: 17,68:
Investments Redeemed in MConsolidated Funds of Fun 363,17t 10,00(
Management and Performance Fees Due fromr-Consolidated Funds of Fun 90,69¢ 46,17
Amounts Due from Portfolio Compani 43,68 47,00¢
Advances Made to Predecessor Owners and BlackEimpéoyees 9,74¢ 8,65¢
$ 855,85: $ 318,89.
Due to Affiliates
Due to Predecessor Owners in Connection with theRleceivable Agreeme $ 689,11¢ $ —
Distributions Received on Behalf of Predecessor @wand Blackstone Employe 71,065 47,73:
Due to Predecessor Owners in Connection with Reigton 65,99¢ —
Distributions Received on Behalf of N-Consolidated Entitie 3,31t 54,91
Payments Made by N-Consolidated Entitie 2,11¢ 78t

$ 831,60¢ $ 103,42¢

Interests of the Founders, Senior Managing Direct and Employees

In addition, the Founders, senior managing dirscémd employees invest on a discretionary badkeiBlackstone Funds both directly
and through consolidated entities. Their investmemay be subject to preferential management femgements. As of December 31, 2007
2006, the Founders, senior managing directors amglogees’ investments aggregated $1.27 billion$2@6 billion, respectively, and the
Founders, senior managing directors and employdese of the Non-Controlling Interests in Incomé&ohsolidated Entities aggregated
$279.7 million, $398.7 million and $236.3 millioarfthe years ended December 31, 2007, 2006 and B&¥}fectively.
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Revenues from Affiliates

Management and Advisory Fees earned from affilisaeded $595.0 million, $405.3 million and 141.dlion for the years ended
December 31, 2007, 2006 and 2005, respectivelys Fedate primarily to transaction and monitoringgevhich are made in the ordinary course
of business and under terms that would have betinel from unaffiliated third parties.

Loans to Affiliates

Loans to affiliates consist of interest-bearingathes to certain Blackstone individuals to finathegr investments in certain Blackstone
Funds. These loans earn interest at Blackstonstsatdorrowing and such interest totaled $6.5iomll $7.0 million, and $2.3 million for the
years ended December 31, 2007, 2006 and 2005 ctesge. No such loans that were outstanding aBexfember 31, 2007 were made to
director or executive officer of Blackstone sincargh 22, 2007, the date of Blackstone’s initiahfjl with the Securities and Exchange
Commission of a registration statement relatingstanitial public offering.

Contingent Repayment Guarantee

Blackstone personnel who have received carrieddstalistributions have guaranteed payment on erakbasis (subject to a cap), to the
corporate private equity, real estate and mezzdnimds of any contingent repayment (clawback) alan with respect to the excess carried
interest allocated to the general partners of $uietls and indirectly received thereby to the exteat Blackstone fails to fulfill its clawback
obligation, if any.

Aircraft and Other Services

In the normal course of business, Blackstone peeddmave made use of aircraft owned as personelsassthe Founders (“Personal
Aircraft”). In addition, on occasion, the Foundargl their families have made use of an aircrafthich Blackstone owns a fractional interest,
as well as other assets of Blackstone. The Foumdédsfor their respective purchases of the ait¢remselves and bear all operating,
personnel and maintenance costs associated wittogheration. In addition, the Founders are chafgedheir and their families’ personal use
of Blackstone assets based on market rates and.u2agment by Blackstone for the use of the Petgdimaaft and among other existing
owners and Blackstone for their and their familigarsonal use of the Blackstone resources are ntadarket rates. The transactions descr
herein are not material to the consolidated andbioed financial statements.

Tax Receivable Agreement

Blackstone used a portion of the proceeds fromRI@eand the sale of non-voting common units toiBgiWWonderful Investments to
purchase interests in the predecessor businesseshe predecessor owners. In addition, holdepadhership units in Blackstone Holdings
(other than wholly-owned subsidiaries of Blacksiosebject to vesting requirements and transfarietisns, may up to four times each year
(subject to the terms of the exchange agreemeanbjagxye their Blackstone Holdings Partnership Unit8lackstone Common Units on a one-
for-one basis. The purchase and subsequent exchargexpected to result in increases in the tais lodi the tangible and intangible assets of
Blackstone Holdings that otherwise would not hagerbavailable. These increases in tax basis magdse (for tax purposes) depreciation
amortization and therefore reduce the amount offtakBlackstone’s whollpwned subsidiaries that are taxable as corporaf@ns.S. federe
income purposes would otherwise be required toipdye future.

Certain subsidiaries of the Partnership which arparate taxpayers have entered into a tax recieiajyeement with each of the
predecessor owners and all other persons in whigledrporate taxpayers acquired a partnershipesttemember interest or similar interest
after the effective date of the consummation ofreerganization, that provides for the paymenth®ydorporate taxpayers to such owners of
85% of the amount of cash savings, if any, in We8eral, state and local income tax that the cateotaxpayers actually realize (or are deemed
to realize in the case of an early termination paryniy the corporate taxpayers or a change in @bts discussed below) as a result of the
aforementioned increases in tax basis and of ceothier tax benefits related to
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entering into the tax receivable agreement, incdgdax benefits attributable to payments undetdkeaeceivable agreement. This payment
obligation is an obligation of the corporate tax@ayand not of Blackstone Holdings. The corporatpadyers expect to benefit from the
remaining 15.0% of cash savings, if any, in incdmethat they realize. For purposes of the taxivatde agreement, cash savings in income
tax will be computed by comparing the actual incdeeliability of the corporate taxpayers to thecamt of such taxes that the corporate
taxpayers would have been required to pay had thesa no increase to the tax basis of the tangitdeintangible assets of Blackstone
Holdings as a result of the exchanges and hadatpoate taxpayers not entered into the tax rebévagreement.

Assuming no material changes in the relevant taxdad that the corporate taxpayers earn sufficeergble income to realize the full tax
benefit of the increased amortization of the asskeésexpected future payments under the tax rabEvagreement (which are taxable to the
recipients) in respect of the purchase will aggre@$90.6 million over the next 15 years. The pnesgalue of these estimated payments totals
$180.3 million assuming a 15% discount rate andguah estimate of timing of the benefit to be reedi Future payments under the tax
receivable agreement in respect of subsequent egeksavould be in addition to these amounts. Thengays under the tax receivable
agreement are not conditioned upon continued owipeos Blackstone equity interests by the predemesners and the other persons
mentioned above.

Tax Distributions

In accordance with the Blackstone Holding Partripralgreements, tax distributions of $88.6 millioares made to their partners during
the quarter ended September 30, 2007.

Other
Blackstone does business with and on behalf of safrite Portfolio Companies; all such arrangememéson a negotiated basis.

14. COMMITMENTS AND CONTINGENCIES

Guarantees— Blackstone had approximately $6.0 million oféestof credit outstanding to provide collateralman related to a credit
facility at December 31, 2007.

Certain real estate funds guarantee paymentsrtbghrties in connection with the on-going busirestévities and/or acquisitions of their
Portfolio Companies. At December 31, 2007, suchanutaes amounted to $33.0 million.

Debt Covenants— Blackstone’s debt obligations contain various@umsry loan covenants. In management’s opiniorselo®venants do
not materially restrict Blackstone’s investmenfinancing strategy. Blackstone was in complianceaail of its loan covenants as of
December 31, 2007.

Investment Commitments— The general partners of the Blackstone Fundsihfichded commitments to each of their respectinel$u
totaling $980.6 million as of December 31, 2007.

Certain of Blackstone’s funds of hedge funds naisotidated in these financial statements, havend®d investment commitments to
unaffiliated hedge funds of $3.08 billion as of Betber 31, 2007. The funds of hedge funds conselidiatthese financial statements may, but
are not required to, allocate assets to these fukattiitionally, one of Blackstone’s consolidateahdis of hedge funds had an unfunded
commitment of $4.2 million as of December 31, 26®an unaffiliated hedge fund.

Contingent Obligations (Clawback)— Included within Net Gains from Fund Investmentigities in the Consolidated and Combined
Statements of Income are gains from Blackstone Fuwmstments. The portion of net gains attributablaon-controlling interest holders is
included within Non-Controlling Interests in IncoraEConsolidated Entities. Net gains attributalbl@bn<€ontrolling interest holders are net
carried interest earned by Blackstone. Carriedéstds subject to clawback to the extent thattreied interest recorded to date exceeds the
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amount due to Blackstone based on cumulative medijlat December 31, 2007, all of the investmdsalsl by the carry funds, which are at fair
value, were deemed worthless, a possibility thatagament views as remote, the amount of carriedeast subject to potential clawback wc
be $1.79 billion, on an after tax basis, at an meslitax rate of 35.0%. As of December 31, 2007¢cIBione did not have any clawback
obligation based upon the performance of the BlaclesFunds.

Contingent Performance Fees and Allocations Performance fees and allocations related to nesleealternative asset management
funds for year the ended December 31, 2007 incl$@et million attributable to arrangements whereteasurement period has not ended.

Litigation — From time to time, Blackstone is named as a dffiehin legal actions relating to transactions cmbed in the ordinary
course of business. After consultation with legalrtsel, management believes the ultimate liakélitging from such actions that existed as of
December 31, 2007, if any, will not materially aff@lackstone’s results of operations, financiaifion or cash flows.

Operating Leases- The Partnership leases office space under notetaie lease and sublease agreements, which expirarious
dates through 2024. Occupancy lease agreemermtddition to base rentals, generally are subjeestalation provisions based on certain c
incurred by the landlord, and are recognized omaaght-line basis over the term of the lease age#. Rent expense for the years ended
December 31, 2007, 2006 and 2005, was $30.2 miaB.9 million and $18.0 million, respectively. Becember 31, 2007 and 2006, the
Partnership maintained irrevocable standby letiécsedit cash deposits as security for the lea$83.3 million and $2.8 million, respectively.
As of December 31, 2007, the approximate aggregatenum future payments, net of sublease incongyired on the operating leases are as
follows:

2008 $ 24,94
2009 35,28(
2010 44,08¢
2011 42,20(
2012 40,98¢
Thereaftel 370,96
Total $558,46"

15. SEGMENT REPORTING
Blackstone transacts its primary business in thigedrStates and substantially all of its revenuesggnerated domestically.

Blackstone conducts its alternative asset manageamehfinancial advisory businesses through foporable segments:
. Corporate Private Equit- Blackston’'s Corporate Private Equity segment comprises itsagement of corporate private equity fur

. Real Estate — Blackstone’s Real Estate segmentrisgspts management of general real estate fumdisnéernationally focused real
estate funds

. Marketable Alternative Asset Managem- Blackston’s Marketable Alternative Asset Management segméwols@ consistent focus
current earnings is comprised of its managemefirafs of hedge funds, mezzanine funds, senior \deitles, proprietary hedge funds
and publicl-traded close-end mutual funds
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. Financial Advisory- Blackston’s Financial Advisory segment comprises its corpoeeitd mergers and acquisitions advisory serv
restructuring and reorganization advisory servaras Park Hill Group, which provides fund placemsanvices for alternative investment
funds.

These business segments are differentiated bywhgous sources of income, with the Corporated®e\Equity, Real Estate and
Marketable Alternative Asset Management segmetisapily earning their income from management fees iavestment returns on assets
under management, while the financial advisory ssgmrimarily earns its income from fees relatetht@stment banking services and advice
and fund placement services.

Economic Net Income (“ENI") is a key performanceasare used by management. ENI represents Net Inegchading the impact of
income taxes, non-cash charges associated witretiteng of transaction related equity-based comga@rsand the amortization of intangibles.
However, the historical combined financial statetaguior to the IPO do not include non-cash chargegdo such financial statements reflect
compensation expenses including profit-sharingngreanents associated with our senior managing dirgadeparted partners and other
selected employees which were accounted for asgyaftip distributions prior to the IPO but are rioaluded as a component of compensa
and benefits expense. Therefore, ENI is equivateimcome (Loss) Before Provision for Taxes in ligtorical combined financial statements
prior to the IPO. ENI is used by the managememlafkstone’s segments in making resource deploymuethicompensation decisions.

Management makes operating decisions and assegssgsrformance of each of Blackstone’s businessieety based on financial and
operating metrics and data that is presented witt@uconsolidation of any of the Blackstone Futhdd are consolidated into the consolidated
and combined financial statements. Consequentlgegment data excludes the assets, liabilitiesopedating results related to the Blackstone
Funds.

The following table presents the financial dataBtackstone’s four reportable segments as of anthfoyear ended December 31, 2007:

December 31, 2007 and the Year then Ende

Marketable
Alternative Total
Corporate Asset Financial Reportable
Private Equity Real Estate Management Advisory Segments
Segment Revenut
Management and Advisory Fe $ 367,87¢ $ 569,76! $ 322,93: $360,28: $1,620,86:
Performance Fees and Allocatic 379,47¢ 623,20( 156,58: — 1,159,26:
Investment Income and Oth 117,97: 136,57¢ 148,47¢ 7,37¢ 410,40:
Total Revenue 865,32¢ 1,329,54. 627,99¢ 367,65¢ 3,190,52
Expense:
Compensation and Benef 96,40: 145,14¢ 150,33(  132,63¢ 524,51:
Other Operating Expens 78,47 54,82¢ 74,72¢ 39,03 247,06
Total Expense 174,87" 199,97! 225,05¢ 171,67( 771,57t
Economic Net Incom $ 690,45 $1,129,56; $ 402,93t $195,98( $2,418,94
Segment Assel $2,680,69; $3,281,58 $3,041,00i $584,56¢ $9,587,85!

The following table reconciles the Total ReportaBegments to Blackstone’s Income Before ProvisioiThxes and Total Assets as of
and for the year ended December 31, 2007:
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December 31, 2007 and the Year then Ende

Total Consolidation Blackstone
Reportable Consolidated
Segments Adjustments and Combined
Revenue: $3,190,52 $ (140,379 (a) $ 3,050,14
Expense: $ 771,57¢  $1,993,26/(b) $ 2,764,84.
Other Income $ — $5,423,13/(c) $ 5,423,13
Economic Net Incom $2,418,94: $ (769,73)(d) $ 1,649,21!
Total Asset: $9,587,85! $3,586,34!(e) $13,174,20

(&) The Revenues adjustment principally represents geanant and performance fees and allocations edfrmmdBlackstone Funds to arri
at Blackstone consolidated and combined revenuashwiere eliminated in consolidatic

(b) The Expenses adjustment represents the additierpanses of the consolidated Blackstone FundstBlckstone unconsolidat
expenses, amortization of intangibles and experedated to equity-based compensation to arrivelatk3tone consolidated and
combined expense

(c) The Other Income adjustment results from the foihgw

Year Ended
December 31, 20C
Fund Management Fees and Performance Fees anc#diog Eliminated in Consolidatic $ 140,37¢
Intersegment Eliminatio (8,399
Fund Expenses Added in Consolidat 151,91°
Non-Controlling Interests in Income of Consolidatedified 5,139,23!
Total Consolidation Adjustmen $ 5,423,113

(d) The reconciliation of Economic Net Income to Incothess) Before Provision for Taxes as reportechen@onsolidated and Combin
Statements of Income consists of the followi

Year Ended
December 31, 20C
Economic Net Incom $ 2,418,94
Consolidation Adjustment

Amortization of Intangible: (117,60

Expenses Related to Eql-Based Compensatic (1,732,13)
Decrease in Loss Associated with I-Controlling

Interests in Income of Consolidated Entities PrilpdRelating to the Blackstone

Holdings Partnership Units Held by Blackstone Hoddi Limited Partner 1,080,00:i

Total Adjustment: (769,73)

Income Before Provision for Tax $ 1,649,21!

(e) The Total Assets adjustment represents the addifiassets of the consolidated Blackstone Funtiset@lackstone unconsolidated as:
to arrive at Blackstone consolidated and combirsseis
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The following table presents financial data fordistone’s four reportable segments as of and fy#ar ended December 31, 2006:

December 31, 2006 and the Year then Ended

Marketable
Alternative Total
Corporate Real Asset Financial Reportable
Private Equity Estate Managemen Advisory Segments
Segment Revenut
Management and Advisory Fe $ 404,29t $ 263,13( $ 188,39! $256,91: $1,112,73:
Performance Fees and Allocatic 594,49: 633,59¢ 67,32: — 1,295,41.
Investment Income and Oth 128,78 102,44 64,75: 3,40¢ 299,39(
Total Revenue 1,127,57 999,17( 320,46¢ 260,32: 2,707,53!
Expense:
Compensation and Benef 61,88: 67,76 74,85" 45,56 250,06
Other Operating Expens 55,84 28,65¢ 53,94 20,88¢ 159,32¢
Total Expense 117,72: 96,42¢ 128,79° 66,44¢ 409,39!
Economic Net Incom $1,009,85 $ 902,74: $ 191,66¢ $193,87. $2,298,14i
Segment Assel $2,260,47! $1,309,78! $ 746,61. $157,21: $4,474,08!

The following table reconciles the Total ReportaBegments to Blackstone’s Income Before Provisioimixes as of and for the year
ended December 31, 2006:

December 31, 2006 and the Year then Endée

Total Blackstone
Reportable Consolidation Consolidated
Segments Adjustments and Combined
Revenue: $2,707,53! $ (90,10¢(a) $ 2,617,422
Expense: $ 409,39" $ 143,694b) $ 553,08
Other Income $ — $ 6,090,14/(c) $ 6,090,14!
Economic Net Incom $2,298,141 $ — $ 2,298,141
Total Asset: $4,474,08! $29,416,95(d) $33,891,04

(&) The Revenues adjustment principally represents genant and performance fees and allocations edfrmmdBlackstone Funds to arri
at Blackstone combined revenues which were elirathat consolidatior

(b) The Expenses adjustment represents the additierpanses of the consolidated Blackstone FundstBlckstone unconsolidat
expenses to arrive at Blackstone consolidated ambined expense

(c) The Other Income adjustment results from the foiaw

Year Ended
December 31, 20C
Fund Management Fees and Performance Fees anatdlog Eliminated in Consolidatic $ 90,10¢
Fund Expenses Added in Consolidat 143,69:
Non-Controlling Interests in Income of Consolidatedifed 5,856,34!
Total Consolidation Adjustmen $ 6,090,14!

(d) The Total Assets adjustment represents the addifiassets of the consolidated Blackstone Funtiset@lackstone unconsolidated as:
to arrive at Blackstone consolidated and combirsseis
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The following table presents financial data fordkstone’s four reportable segments for the yeaeémkcember 31, 2005:

Year then Ended December 31, 2005

Marketable
Alternative Total

Corporate Real Asset Financial Reportable
Private Equity Estate Managemen Advisory Segments

Segment Revenut
Management and Advisory Fe $ 175,77. $100,07: $ 117,83« $120,13¢ $ 513,81
Performance Fees and Allocatic 607,50¢ 242,46:. 44,66¢ — 894,63
Investment Income and Oth 131,66 50,87¢ 44,43¢ 1,33i 228,31°
Total Revenue 914,94: 393,41 206,93¢ 121,47¢ 1,636,77

Expense:

Compensation and Benef 42,86! 47,21t 55,92: 36,60¢ 182,60!
Other Operating Expens 35,38¢ 21,21 36,88¢ 17,75¢ 111,24:
Total Expense 78,24 68,42¢ 92,80¢ 54,36¢ 293,84
Economic Net Incom $ 836,697 $324,98' $ 114,13( $ 67,117 $1,342,92.

The following table reconciles the Total ReportaBegments to Blackstone’s Income Before ProvisioiThxes for the year ended
December 31, 2005:

Year then Ended December 31, 2005

Total Consolidation Blackstone

Reportable Consolidated
Segments Adjustments and Combinec
Revenue: $1,636,77. $ (68539(a) $1,568,23
Expense: $ 29384¢ $ 67,97(b) $ 361,81
Other Income $ — $4,071,041(c) $4,071,04
Economic Net Incom $1,342,92: $ — $1,342,92.

(&) The Revenues adjustment principally represents genant and performance fees and allocations edfrmmdBlackstone Funds to arri
at Blackstone combined revenues which were elimohat consolidatior

(b) The Expenses adjustment represents the additierpenses of the consolidated Blackstone Fumtiset Blackstone unconsolidated
expenses to arrive at Blackstone consolidated ambined expense

(c) The Other Income adjustment results from the foiamw

Year Ended
December 31, 20C
Fund Management Fees and Performance Fees anatdlog Eliminated in Consolidatic $ 68,53¢
Fund Expenses Added in Consolidat 67,97
Non-Controlling Interests in Income of Consolidatedifed 3,934,53
$ 4,071,04
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16. QUARTERLY FINANCIAL DATA (UNAUDITED)

Revenue!
Expense:
Other Income

Income (Loss) Before Non-Controlling Interestsricdme of Consolidated
Entities and Provision for Tax

Income (Loss) Before Provision for Tax
Net Income (Loss
Net Income (Loss) Attributable to Common Unit Hatsl€l)

Net Loss Per Common Ur
Basic

Diluted
Dividends Declared and Pz

Revenue!
Expense:
Other Income

Income Before No-Controlling Interests in Income of Consolidatedifis anc
Provision for Taxe:

Income Before Provision for Tax:
Net Income

Net Loss Per Common Ur
Basic

Diluted
Dividends Declared and Pz

(1) Refer to“Reorganization of the Partners” in Note 1 for further discussio

17. EMPLOYEE BENEFIT PLANS

Three Months Ended

September 3C December 31
March 31, June 30,

2007 2007 2007 2007
$1,226,360 $ 952,12t $ 526,68 $ 344,96¢
172,14¢ 476,97 1,050,99! 1,064,73
3,036,48. 2,360,34. 9,88¢ 16,42
4,090,70.  2,835,50 (514,42} (703,34)
$1,146,04' $ 771,94 $ (107,34) $ (161,42)
$1,132,07 $ 774,35  $ (113,19)  $ (170,000
NA $ (52,329 $ (113,190  $ (170,000
NA $§ (020 $ (049 $ (065
NNA$ (020 $ (0449 $  (0.69
N/A N/A N/A $ 0.3C

Three Months Ended
September 3C December 31
March 31, June 30,

2006 2006 2006 2006
$ 555,497 $ 324,56¢ $ 461,53( $1,275,83!
98,59¢ 138,85¢ 132,77! 182,86(
1,351,87. 55,50( 815,17: 3,867,60!
1,808,77: 241,20t 1,143,92 4,960,57!
$ 493,02¢ $ 233,71( $ 382,58 $1,188,81.
$ 487,15! § 224,06: $ 372,54 $1,182,441
N/A N/A N/A N/A
N/A N/A N/A N/A
N/A N/A N/A N/A

The Partnership provides a 401(k) plan (the “Pldoieligible employees in the United States. Fentain finance and administrative
professionals who are participants in the PlanPinership contributes 2% of such professionmak$ax annual compensation up to a
maximum of one thousand six hundred dollars. Iritadd the Partnership will contribute 50% of thiesf 4% of pretax annual compensation

contributed by such professional
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participants with a maximum matching contributidrone thousand six hundred dollars. For the yeade@ December 31, 2007, 2006 and
2005, the Partnership incurred expenses of $018mils0.6 million and $0.5 million in connectioritiv such Plan.

The Partnership provides a defined contributiom fita eligible employees in the United Kingdom (“UNan”). All United Kingdom
employees are eligible to contribute to the UK Riéter three months of qualifying service. The Rarship contributes a percentage of an
employee’s annual salary, subject to United Kingdmatutory restrictions, on a monthly basis for adstrative employees of the Partnership
based upon the age of the employee. For the yadesidDecember 31, 2007, 2006 and 2005, the Pdnipénsurred expenses of $0.3 million,
$0.2 million and $0.1 million in connection withettUK Plan.

18. REGULATED ENTITIES

The Partnership has certain entities that are texgid broker-dealers which are subject to the mininmet capital requirements of the
Securities and Exchange Commission (“SEC”). Thereaship has continuously operated in excess gkthequirements. The Partnership also
has an entity based in London which is subjechéocipital requirements of the U.K. Financial SergiAuthority. This entity has continuously
operated in excess of its regulatory capital reqquents.

Certain other U.S. and non-U.S. entities are stilbjecarious securities commodity pool and tradgutations. This includes a number of
U.S. entities which are Registered Investment Aatgisinder the rules and authority of the SEC.

The regulatory capital requirements referred tovaebmay restrict the Partnership’s ability to withadrcapital from its entities. At
December 31, 2007, approximately $34.0 million ef assets of consolidated entities may be resdrecteto the payment of cash dividends and
advances to the Partnership.

19. SUBSEQUENT EVENTS

Acquisitions — On March 3, 2008 Blackstone acquired GSO CaPpiainers LP and certain of its affiliates (“GSGBSO is a credit
focused alternative asset manager with $10 bilibassets under management as of December 31, R@&nages a multi-strategy credit
opportunity fund, a mezzanine fund, a senior debtifand various senior debt vehicles. The purchese, subject to certain closing
adjustments, paid by Blackstone consists of cadiBdeckstone Holdings Partnership Units currentijued at $635 million in the aggregate,
plus up to an additional $310 million to be paigothe next five years contingent upon the redtmadf specified earnings targets over that
period. Additionally, profit sharing and other coemgatory payments subject to performance and gestay be paid to the GSO personnel.

Unit Repurchase Program— On January 10, 2008, Blackstone announced teaddlard of Directors of its general partner, Blacks
Group Management L.L.C., has authorized the re@setof up to $500 million of Blackstone Common Wgihd Blackstone Holdings
Partnership Units. Under this unit repurchase @mogmunits may be repurchased from time to timepienomarket transactions, in privately
negotiated transactions or otherwise. The timing)thie actual number of Blackstone Common UnitsBladkstone Holdings Partnership Ut
repurchased will depend on a variety of factorsluiding legal requirements, price and economicraadket conditions. This unit repurchase
program may be suspended or discontinued at areydimd does not have a specified expiration datpraimately $300 million of the
authorization is currently intended to offset thguiance of units as part of the considerationa@B0O acquisition.
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ITEM9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURES

None.

ITEM 9A. CONTROLS AND PROCEDURES

We maintain “disclosure controls and procedures,8i&ch term is defined in Rules 13a-15(e) and I5H@) under the Securities Excha
Act of 1934 (the “Exchange Act”), that are desighe@nsure that information required to be disaldsg us in reports that we file or submit
under the Exchange Act is recorded, processed, suized and reported within the time periods spedifn Securities and Exchange
Commission rules and forms, and that such inforoma8 accumulated and communicated to our manageimeluding our Chief Executive
Officer and Chief Financial Officer, as appropriateallow timely decisions regarding required thsare. In designing and evaluating our
disclosure controls and procedures, managemengmerad that disclosure controls and proceduresnatber how well conceived and opera
can provide only reasonable, not absolute, asseariduat the objectives of the disclosure controls procedures are met. Additionally, in
designing disclosure controls and procedures, @magement necessarily was required to apply ignght in evaluating the cost-benefit
relationship of possible disclosure controls amatpdures. The design of any disclosure controlgpaockedures also is based in part upon
certain assumptions about the likelihood of futewents, and there can be no assurance that amgndeidlisucceed in achieving its stated goals
under all potential future conditions.

Our management, including our Chief Executive @ffiand Chief Financial Officer, evaluated the affemess of our disclosure controls
and procedures pursuant to Rule 13a-15 under thkdige Act as of the end of the period coveredisyreport. Based on that evaluation, our
Chief Executive Officer and Chief Financial Offidesive concluded that, as of the end of the peregred by this annual report, our disclos
controls and procedures (as defined in Rule 13a)15{der the Exchange Act) are effective, in altarial respects, to ensure that information
we are required to disclose in reports that wedileubmit under the Exchange Act is recorded, ggsed, summarized and reported within the
time periods specified in Securities and Exchangeission rules and forms, and that such informmagaccumulated and communicated to
our management, including our Chief Executive @ffiand Chief Financial Officer, as appropriatealtow timely decisions regarding requir
disclosure.

This annual report does not include a report ofagament’s assessment regarding internal controlfonancial reporting or an
attestation report of Blackstone’s registered antiag firm due to a transition period establishgdte rules of the Securities and Exchange
Commission for newly public companies.

No changes in our internal control over financegarting (as such term is defined in Rules 13a)X5(8 15d-15(f) under the Securities
Exchange Act) occurred during our most recent guatthat has materially affected, or is reasonékély to materially affect, our internal
control over financial reporting.

ITEM9B. OTHER INFORMATION
None.
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PART Il
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE
Directors and Executive Officers of Blackstone Grop Management L.L.C.
The directors and executive officers of Blackst@reup Management L.L.C. as of the date of thisdijlare:

Name Age  Position

Stephen A. Schwarzm: 61 Co-Founder, Chairman and Chief Executive Officer ameé®or
Peter G. Petersc 81 Co-Founder, Senior Chairman and Direc
Hamilton E. Jame 57 President, Chief Operating Officer and Direc
J. Tomilson Hill 58 Vice Chairman and Directc

Michael A. Puglisi 57 Chief Financial Officel

Robert L. Friedmal 64 Chief Legal Officet

Sylvia F. Moss 65 Senior Managing Direct—Administration
Joan Solota 43 Senior Managing Direct—Public Markets
The Right Honorable Brian Mulrone 68 Director

William G. Parrett 62 Director

Lord Nathaniel Charles Jacob Rothscl 71 Director

Stephen A. Schwarzmais the Chairman and Chief Executive Officer of Bistone and the Chairman of the board of directbraio
general partner. Mr. Schwarzman was elected Chaiohéhe board of directors of our general pargfézctive March 20, 2007.
Mr. Schwarzman is a founder of The Blackstone Grangh has been involved in all phases of the firdévelopment since its founding in 1¢
Mr. Schwarzman began his career at Lehman Brothdrste he was elected Managing Director in 1978wide engaged principally in the
firm’s mergers and acquisitions business from 11®7¥984, and served as Chairman of the firm’s MexrgeAcquisitions Committee in 1983
and 1984. Mr. Schwarzman is Chairman of the Bo&ithe John F. Kennedy Center for the Performings Alrte is also a member of the
Council on Foreign Relations, The Business Couaruill The Asia Society and is on the boards of var@ganizations, including The New
York Public Library, The Frick Collection, the NeYork City Ballet, the Film Society of Lincoln Cemteéhe JPMorgan Chase National
Advisory Board and The Partnership for New Yorky@bard of Directors.

Peter G. Petersois the Senior Chairman of Blackstone and a membtirecboard of directors of our general partner. Reterson is a
founder of The Blackstone Group. Mr. Peterson wested to the board of directors of our generatrareffective March 20, 2007.
Mr. Peterson is Chairman of the Council on Fordghations, founding Chairman of the Peter G. Petetsstitute for International Economi
(Washington, D.C.) and founding President of Thacwod Coalition. Mr. Peterson was the Co-Chair leé Tonference Board Commission on
Public Trust and Private Enterprises. He was alsairGhan of the Federal Reserve Bank of New Yorknf@D00 to 2004. Prior to founding
Blackstone, Mr. Peterson was Chairman and Chietikee Officer of Lehman Brothers (1973-1984). HaswChairman and Chief Executive
Officer of Bell and Howell Company from 1963 to 19Tn 1971, President Richard Nixon named Mr. ReterAssistant to the President for
International Economic Affairs. He was named Secyedf Commerce by President Nixon in 1972. Mr.ePsin is a director of The India
Fund, Inc. and The Asia Tigers Fund, Inc., andgdemged on a number of other corporate boards. BterBon is a Trustee of the Committee
Economic Development, the Japan Society and Theeiuf Modern Art and a Director of the National8au of Economic Research, The
Public Agenda Foundation and The Nixon Center.

Hamilton E. Jamess President, Chief Operating Officer of Blackst@mel a member of the board of directors of our g@rmartner.
Mr. James was elected to the board of directomiofjeneral partner effective March 20, 2007. Rgoining Blackstone in 2002, Mr. James
was Chairman of Global Investment Banking and Reiquity at Credit Suisse First Boston and a merabis Executive Board since the
acquisition of Donaldson, Lufkin & Jenrette, or “DL by Credit Suisse First Boston in 2000. Prior todbquisition of DLJ, Mr. James was 1
Chairman of DLJ’s Banking Group, responsible foitla firm’s investment banking and merchant
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banking activities and a member of its Board ofebiors. Mr. James joined DLJ in 1975 as an InvestiBanking associate. He became head
of DLJ’s global mergers and acquisitions group in 1982nded DLJ Merchant Banking, Inc. in 1985, and wased Chairman of the Banki
Group in 1995 with responsibility for all of therfi's investment banking, alternative asset managéared emerging market sales and trading
activities. Mr. James is a Director of Costco Wisale Corporation and Swift River Investments, laod has served on a number of other
corporate boards. Mr. James is Chairman EmerittissoBoard of Trustees of American Ballet Thealreistee and member of The Executive
Committee of the Second Stage Theatre, Vice Chaimh&oldwater Conservations Fund, a Trustee of #i¢ddole Oceanographic Institute
and a member of the Board of The Council for thé&éhStates and Italy.

J. Tomilson Hill is Vice Chairman of Blackstone and a member obiberd of directors of our general partner. Mr. Mills elected to tt
board of directors of our general partner effecharch 20, 2007. Mr. Hill is head of our funds @dye funds operation, having previously
served as co-head of our corporate and mergera@qndsitions advisory operation before assumingtisent role in 2000. Before joining
Blackstone in 1993, Mr. Hill began his career asHBoston, later becoming one of the co-foundérsdergers & Acquisitions Department.
After heading the Mergers & Acquisitions DepartmanSmith Barney, he joined Lehman Brothers asgmeain 1982, serving as Co-Head
and subsequently Head of Investment Banking. Lateserved as Co-Chief Executive Officer of LehrBaothers and Co-President and Co-
Chief Operating Officer of Shearson Lehman Brothdofdings Inc. Mr. Hill is a member of the Councit Foreign Relations and is a member
of the Board of Directors of the Advantage Testagindation and of Lincoln Center Theater, whersdrges as Vice Chairman. Mr. Hill
serves as Chairman of the Board of Trustees ofthithsonian’s Hirshhorn Museum and Sculpture Garbienserves as a director of
OpenPeak Inc.

Michael A. Puglisiis Chief Financial Officer of Blackstone. Sincenjimig Blackstone in 1994, Mr. Puglisi has workedpansonnel,
financial, tax, compliance and administrative nrattélis current responsibilities include firm-wifieancial and tax budgeting, analysis and
reporting as well as compensation matters anditimsftreasury functions and credit facilities. Be# joining Blackstone, Mr. Puglisi served
for eleven years in a variety of financial officgetes for Fosterlane Holdings Corporation and utsssdiaries. Prior to Fosterlane, Mr. Puglisi
was with Arthur Andersen & Co.

Robert L. Friedmanis Chief Legal Officer of Blackstone. On joiningad@kstone in 1999, Mr. Friedman worked primarilyoisr
Corporate Private Equity segment and also partietan the work of our corporate and mergers amgligdions advisory operation. In early
2003 he was appointed Chief Administrative Offiaad Chief Legal Officer and he continues to paptité in the work of our Corporate Priv
Equity segment and Financial Advisory segment. Befoining Blackstone, Mr. Friedman had been argarith Simpson Thacher & Bartlett
LLP for 25 years, where he was a senior membédraiflaw firm’s mergers and acquisitions practiceSAnpson Thacher & Bartlett LLP,
Mr. Friedman advised The Blackstone Group sincevere founded in 1985. Mr. Friedman currently sea®s director of Axis Capital
Holdings Limited, Northwest Airlines, Inc. and TR®Utomotive Holdings Corp., and has served on a rarmobother boards. He is a member
of the Board of Advisers of the Institute for LamdbEconomics of the University of Pennsylvania,ember of the Board of Visitors of
Columbia College and a Trustee of The Nantucketil@auncil, Chess-in-the-Schools and New Alternatifeg Children, Inc.

Sylvia F. Mosss Senior Managing Director—Administration at Blatdne. Ms. Moss has firm wide responsibility for buman
resources, information technology, research, tisliand general administrative matters. Befonaifjgj Blackstone in 1997, she was the
Director of Administration at Schulte, Roth & Zatzld the Director of Operations at Chadbourne &®&adprior to that, Ms. Moss was the
Executive Director at Kramer, Levin, Naftalis, NessKamin & Frankel, and a Director at Booz, Allétamilton.

Joan Solotaris Senior Managing Director—Public Markets at Blsithe. Ms. Solotar is responsible for managing Igitane’s
relationships with its public investors, industrnadysts and the general investment community. tequides the firm on analyzing strategic
development opportunities and advises Blackstond fortfolio companies on their positioning in fheblic equity markets. Prior to joining
Blackstone in 2007, Ms. Solotar was most recenMaaaging Director and Head of Equity ResearchatkBof America, which she joined in
2003. She started her career in equity researtheafirst Boston Corporation and prior to joiningrix of
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America was part of the financial services tea@@taldson, Lufkin & Jenrette and later with CSFBaddanaging Director. Ms. Solotar was
ranked each year from 1995 to 2002 in the BrokedsAsset Management category on the Institutiomegstor All-America Research Team,
and consistently ranked highly in the GreenwichvByrof portfolio managers. She also served as Péison of the Research Committee for
the Securities Industry Association in 2001-2002 & currently on the Board of Directors of thestHdarlem Tutorial Program.

The Right Honorable Brian Mulroneyis a member of the board of directors of our gdrgaetner. Mr. Mulroney was elected to the b
of directors of our general partner effective Jahe2007. Mr. Mulroney is a senior partner andrimi¢éional business consultant for the
Montreal law firm, Ogilvy Renault LLP/ S.E.N.C.R,G.r.1. Prior to joining Ogilvy Renault, Mr. Mulney was the eighteenth Prime Ministe
Canada from 1984 to 1993 and leader of the Progee€onservative Party of Canada from 1983 to 1888served as the Executive Vice
President of the Iron Ore Company of Canada ansid&et beginning in 1977. Prior to that, Mr. Mulegnserved on the Cliché Commission of
Inquiry in 1974. Mr. Mulroney is a member of thedd of Directors of Archer Daniels Midland CompaBgrrick Gold Corporation,
Quebecor Inc., Quebecor World Inc., the World Tr@@ater Memorial Foundation and Wyndham Worldwidepgoration.

William G. Parrettis a member of the board of directors of our genmaetner. Mr. Parrett was elected to the boardictors of our
general partner effective November 9, 2007. Untiy\81, 2007, Mr. Parrett served as the Chief Exee@fficer of Deloitte Touche Tohmat
(“DTT"). Certain of the member firms of DTT or thesubsidiaries and affiliates provide professis®bices to The Blackstone Group L.P. or
its affiliates. Mr. Parrett co-founded the Globa@ld&ncial Services Industry practice of Deloitte @edved as its first Chairman. Currently,

Mr. Parrett is Chairman of the United States Cdufiacilnternational Business and on the executmmmittee of the International Chamber of
Commerce. He is also Chairman of the Board of Besbf United Way of America, on the Board of Teestof Carnegie Hall, and a member
of the Committee to Encourage Corporate Philanthrdfy. Parrett also serves as a trustee of Thedllatbniversity of America and of St.
Francis College.

Lord Nathaniel Charles Jacob Rothschild a member of the board of directors of our gdrgaetner. Lord Rothschild was elected to
board of directors of our general partner effecfiuae 21, 2007. Lord Rothschild founded RIT Cagraitners plc in 1988 and is currently the
firm’s Executive Chairman and Director. He alsofcanded Spencer House Capital Management LLP i® 20@ currently serves as
Chairman. Lord Rothschild previously éminded companies in the fields of money managenmesirance and investment, for example Gl
Asset Management Limited, St James’s Place Groupmd J Rothschild Assurance plc. In addition t® Rapital Partners plc, Lord
Rothschild is also the Deputy Chairman of Britisty Broadcasting Group plc and a director of RH&in&tional SA. Lord Rothschild is a
trustee of the Courtauld Institute, the State Heaxgd Museum, St. Petersburg, the Ashmolean Mus@uwford and the Qatar Museum
Authority. In addition, Lord Rothschild was Chairmaf the Board of Trustees of the National Gallieoym 1985 through 1991.

Partnership Management and Governance

Our general partner, Blackstone Group Managemén€L,. manages all of our operations and activiti@st general partner is authorized
in general to perform all acts that it determireebe necessary or appropriate to carry out ourqegpand to conduct our business. Our
partnership agreement provides that our generahgrain managing our operations and activitiestitled to consider only such interests and
factors as it desires, including its own intereats] will have no duty or obligation (fiduciary atherwise) to give any consideration to any
interest of or factors affecting us or any limifgattners, and will not be subject to any differstaindards imposed by the partnership agree
the Delaware Limited Partnership Act or under atheolaw, rule or regulation or in equity. BlackséoGroup Management L.L.C. is wholly-
owned by our senior managing directors and corttldily our founders. Our common unitholders havg lmiited voting rights on matters
affecting our business and therefore have limitgtity to influence management’s decisions regagdinr business. The voting rights of our
common unitholders are limited as set forth in pantnership agreement and in the Delaware Limitatin@rship Act.

Blackstone Group Management L.L.C. does not recayecompensation from us for services renderer tas our general partner. Our
general partner is reimbursed by us for all expeftsacurs in carrying out its activities as geaigrartner of the Partnership, including
compensation paid by the general partner to iesctrs and the cost of directors and officers liighinsurance obtained by the general partner.
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The limited liability company agreement of BlackstoGroup Management L.L.C. establishes a boarditeétdrs that is responsible for
the oversight of our business and operations. @oel partner’'s board of directors is electedcopadance with its limited liability company
agreement, where our senior managing directors agreed that our founders, Messrs. Schwarzman ersdg®n (or, following their
withdrawal, death or disability, the remaining folen or any successor founder designated by theithhave the power to appoint and remove
the directors of our general partner. Actions byfounders in this regard must be taken with sweimélers'unanimous approval. Following t
withdrawal, death or disability of our founders daany successor founder), the power to appoinramdve the directors of our general par
will revert to the members of our general partnadimg a majority in interest in our general partn&'e refer to the board of directors of
Blackstone Group Management L.L.C as the “boardirefctors of our general partner.” The board oédiors of our general partner has a total
of seven members including three members who drefficers or employees, and are otherwise indepetdf Blackstone and its affiliates,
including our general partner. These directors,elgiessrs. Mulroney and Parrett and Lord Rothsiciid whom we refer as independent
directors, meet the independence standards estathliz/ the New York Stock Exchange and SEC rules.

The board of directors of our general partner heset standing committees: the audit committeectimélicts committee and the execult
committee.

Audit committee. The audit committee consists of Messrs. Par@tairman) and Mulroney and Lord Rothschild. Thepose of the
audit committee is to assist the board of directdiBlackstone Group Management L.L.C. in oversge&ind monitoring (1) the quality and
integrity of our financial statements, (2) our cdiapce with legal and regulatory requirements,d@) independent registered public accour
firm’s qualifications and independence and (4)pgkgormance of our independent registered pubkouating firm. The members of the audit
committee meet the independence standards andfalditeracy requirements for service on an aadinmittee of a board of directors
pursuant to the New York Stock Exchange listingdgads applicable to audit committees. The boadirettors of our general partner has
determined that Mr. Parrett is an “audit commifieancial expert” within the meaning of Item 407@&}) of Regulation S-K. The audit
committee has a charter which is available on ptarhet website at http://ir.blackstone.com/goveceacfm.

Conflicts committee The conflicts committee consists of Messrs. Reamed Mulroney and Lord Rothschild. The conflictsnmittee
reviews specific matters that our general partneoard of directors believes may involve confliotsnterest. The conflicts committee
determines if the resolution of any conflict ofargst submitted to it is fair and reasonable tcdRhenership. Any matters approved by the
conflicts committee are conclusively deemed todiednd reasonable to us and not a breach by asyofluties we may owe to our common
unitholders. In addition, the conflicts committeaynreview and approve any related person transes;tather than those that are approved
pursuant to our related person policy, as descrhilmer “Item 13. Certain Relationships and Reldtethsactions; and Director Independence”
and may establish guidelines or rules to coverifip@ategories of transactions. The members ofcth&licts committee meet the independe
standards for service on an audit committee ofeadof directors pursuant to federal and New Yadck Exchange rules relating to corporate
governance matters.

Executive committee The executive committee of the board of directdrBlackstone Group Management L.L.C. consistsle$srs.
Schwarzman, Peterson, James and Hill. The boaddexftors has delegated all of the power and aityhof the full board of directors to the
executive committee to act when the board of dimscis not in session.

Meetings

Since our initial public offering, our board of éators had four regularly scheduled and speciatinge and our audit committee had
meetings. None of our directors attended fewer @96 of the aggregate number of meetings of tledof directors and committees of the
board on which the director served.

Code of Business Conduct and Ethics

We have a Code of Business Conduct and Ethics &uatla of Ethics for Financial Professionals, whagiply to our principal executive
officer, principal financial officer and principatcounting officer. Each of these codes is avadlabl our internet website at
http://ir.blackstone.com/governance.cfm. We intemdisclose any amendment to or waiver of the Qudethics for Financial Professionals
and any waiver of our Code of Business Conducttthéts on behalf of an executive officer or direadher on our Internet website or in an
8-K filing. You may request a free copy of eachit@se codes by contacting the Investor RelatioqmBment at The Blackstone Group L.P.,
345 Park Avenue, New York, New York 10154.
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Corporate Governance Guidelines

The board of directors of our general partner hgsvernance policy, which addresses matters sutieasoard of directors’
responsibilities and duties and the board of dinsttcomposition and compensation. You may reqadste copy of the governance policy by
contacting the Investor Relations Department at Blagkstone Group L.P., 345 Park Avenue, New Yobl&w York 10154.

Communications to the Board of Directors

The non-management members of our general partbeaisl of directors meet quarterly. The presidimgador at these hon-management
board member meetings is Mr. Parrett. Any emplayeenitholder may send communications to the nonagament members of our general
partner’'s board of directors by writing to: The &tatone Group L.P., Attn: Audit Committee, 345 PAkenue, New York, New York 10154.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchange Act of41@3 amended, requires the executive officerdardtors of our general partner, and
persons who own more than ten percent of a regdtelass of the Partnership’s equity securitidddanitial reports of ownership and reports
of changes in ownership with the SEC and furnighRhartnership with copies of all Section 16(a) fethey file. To our knowledge, based
solely on our review of the copies of such repfutaished to us or written representations fromhspersons that they were not required to file
a Form 5 to report previously unreported ownersiiphanges in ownership, we believe that, durirgfigcal year ended December 31, 2007,
such persons complied with all such filing requiests.

ITEM 11. EXECUTIVE COMPENSATION

Compensation Discussion and Analysis
Overview of Compensation Philosophy and Program

The intellectual capital collectively possessedhby senior managing directors and other employg#sei most important asset of our
firm. We invest in people. We hire qualified pegplain them, encourage them to provide their b@eking to the firm for the benefit of the
investors in our funds and our advisory clientsl eampensate them in a manner designed to retdimativate them and align their interests
with those of the investors in the funds we man#ge believe our current compensation and bendditalions are consistent with companies
in the financial services or asset management tndus

In furtherance of these objectives, compensatiemehts tied to the profitability of our differenidginesses and that of the investment
funds that we manage are the primary means of cosai@g our senior managing directors, includingramed executive officers.

Compensation Elements for Named Executive Officers

As a privatelyewned firm, we sought alignment of interests of ey personnel with those of the investors in aundk by the investme
of a significant amount of our own capital, andtthiour key personnel, in many of the investmemids we manage, and by the ownership of
the carried interest or incentive fees payablegpect of our investment funds. In addition, owniemanaging directors historically owned
interests in our various fee-generating busineissisding the investment advisors to our funds. drdingly, our executive officers and our
other senior managing directors did not historcediceive any salary or bonus and instead recemgddistributions in respect of their
ownership interests in our businesses. Theselisivhs were based on their respective percentageests in the profits of our firm and in
respect of their allocated shares of the carrigzt@st or incentive fees payable in respect ofifoegstment funds.

The key elements of the compensation of our exeewtificers and senior managing directors following June 2007 initial public
offering, which we believe preserves the approaetemployed as a private firm, are:

1. Base SalaryEach of our senior managing directors, includingfive executive officers listed in the table$dve (“named executive
officers”), receives a $350,000 annual salary, Widquals the total yearly partnership draws thaeweceived by each of our senior managing
directors prior to our initial public offering. lkeeping with historical practice, we continue ty [tlais amount as a base salary.

2. Cash BonusEach of our senior managing directors, includiagh of our named executive officers other than3¢hwarzman,
receives a cash bonus net of base salary whicdsisdoupon a participation interest in
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bonus pools tied to the performance of the firmdsous investment and advisory businesses for wihie have responsibility. We pay the
annual cash bonus in the first quarter of the empsyear to reward individual performance for thepyear. Each “bonus pool” is calculated
based on the annual operating income of a busimésand the size of the “bonus pool” is generallignction of the performance of such
business unit. The bonus amount with respect tb ramed executive officer (other than Messrs. Schiwan and Peterson) is based on (i) the
performance of the named executive officer, (i§ gerformance of the segment and product line iiclvthe officer serves and (iii) our overall
operating performance. Bonuses payable to Mr. Bateaire determined by agreement between Mr. Schvearand Mr. Peterson and are paid
at the same time as bonuses are paid to the adineedexecutive officers. We anticipate paying MitelPson a cash bonus of $6.3 million for
2008 (although Messrs. Schwarzman and Petersordetaymine to reduce this amount if firm performanegrants). Mr. Schwarzman
receives no compensation other than the $350,000sdsalary described above and the carried irtteemay receive in respect of his
participation in the carried interest earned fram earry funds, which is described below. We baiévat excluding Mr. Schwarzman from the
bonus pool and instead having his compensatioreattan his $350,000 annual salary) solely baseuiawnership of a significant amoun
our equity in the form of Blackstone Holdings Parship Units and a portion of the carried inteezshed from our carry funds beneficially
aligns his interests with those of our common wiithrs and the investors in our carry funds.

3. Participation in Carried InteresOur senior managing directors and other key persiothat work in our carry funds’ operations,
including each of our named executive officers pthan Peter G. Peterson and J. Tomilson Hill,igigetes in the carried interest of our carry
funds through their ownership interests in the galngartners of these funds. We believe this festestrong alignment of interests among the
investors in those funds and these personnel,fardfore benefits our unitholders. In addition, tradernative asset managers, including our
competitors, utilize participation in carried irdst as a central means of motivating their profesds, and we believe that we must do the <
in order to attract and retain the most qualifiedgspnnel. Following our June 2007 initial publiesing, we are, for purposes of our financial
statements, treating as compensation the incorneadid to our personnel through their ownershigrésts in the general partners of our carry
funds. Accordingly, we are reflecting such incorsecampensation in the summary compensation taldevbe accordance with applicable
SEC rules.

Approximately 6% of the total carried interest eatin relation to our carry funds realized durihg period of 2007 after our initial
public offering was allocated to our named exe@utifficers. This percentage may fluctuate up ormower time. The percentage participation
of each named executive officer in the carriedrggevaries by investment fund and, with respethéocarry funds, may vary by investment.
For our carry funds, subject to vesting as desdriiedow, carried interest distributions for the @xtéve officer's percentage participation are
generally made to the executive officer followihg trealization of the investment, although a sipaittion of such carried interest is held back
by the firm in respect of any future “clawback” mfation related to the fund. The actual gross arhotinarried interest allocations available is
a function of the performance of our carry funds.

Participation in carried interest generated byaarry funds for all participating named executi¥cers other than Mr. Schwarzman is
subject to vesting. Each participating named exeewtfficer (other than Mr. Schwarzman) vests i#26f the carried interest related to an
investment immediately upon the closing of the stieent by a carry fund with the remainder vestingqual installments on the first through
third anniversary of the closing of that investmg@ntless an investment is realized prior to theraxijpn of such three-year anniversary, in
which case such executive officer is deemed 1008tedein the proceeds of such realizations). Weebelthat vesting of carried interest
participation enhances the stability of our seni@nagement team and provides greater incentivesufonamed executive officers to remain at
the firm. Mr. Schwarzman vests in 100% of his eatiinterest participation related to any investnna carry fund upon the closing of that
investment.

4. Other Benefits Upon the consummation of our initial public offey, we entered into founding member agreements @ach of
Messrs. Schwarzman and Peterson which provideircdrnefits to each of them following their retiremt. (See “Narrative Disclosure to
Summary Compensation Table and Grants of Plan-B&aedds Table—Founding Member Agreements”)

In addition to the compensation elements descritede, we encourage our executive officers to inthesr own capital in and alongside
the funds that we manage. (See Item 13. “CertalatRaships, Related Person Transactions and Diréetiependence—Side-By-Side and
Other Investment Transactions.”) We also beliewedbntinued ownership by our executive officersighificant amounts of our equity
through their direct and indirect interests in Blackstone Holdings partnerships will afford sigeeit alignment of interests with our common
unitholders.
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Determination of Incentive Compensation

Our founders, Messrs. Schwarzman and Peterson histegically made all final determinations regaginamed executive officer
compensation based, in part, on recommendations $emior management. The board of directors ofjeneral partner has determined that
maintaining as closely as possible our historicahpensation practices following our June 2007ahftublic offering is desirable and is
continuing these practices. Decisions about a naaredutive officer's cash bonus and percentagasgbdrticipation in carried interest are
based primarily on our founders’ assessment of sached executive officeg’individual performance, operational performararelie segmet
or product line in which the officer serves, ouemldl operating performance and potential to enbameestment returns for the investors in
funds and contribute to long-term unitholder valmeevaluating these factors, Messrs. SchwarzmdrPaterson do not utilize quantitative
performance targets but rather rely upon their foeigt about each named executive officer’s perfonada determine the amount of cash
bonus and the percentage of carried interest gexteby our carry funds that each named executifieenfreceives and whether they provide
appropriate reward for the current year’s perforoeaey factors that Messrs. Schwarzman and Peteusider in making such
determination include: performance compared tmfterational and strategic goals established fongmed executive officer at the beginning
of the year; nature, scope and level of resporits#isj contribution to the firm’s commitment to ate and maintain a fiduciary culture in which
the interests of the investors in our funds araipaunt; and contribution to our overall financiedults.

Messrs. Schwarzman and Peterson also considenaawdd executive officer’s prior-year cash bonus@ardentage participation in the
carried interest generated by our carry fundsafiopriate balance between incentives for longri@nd short-term performance, and the
compensation paid to the named executive offiqeekrs within the firm.

Minimum Retained Ownership Requirements

The minimum retained ownership requirements forrmmed executive officers are described below utiarmative Disclosure to
Summary Compensation Table and Grants of Plan-B&aedds Table in 2007—Minimum Retained Ownershigi®Reements and Transfer
Restrictions for Named Executive Officers.”

Compensation Committee Report

The board of directors of our general partner da#have a compensation committee. The executineritiee of the board of directors
has reviewed and discussed with management thgdimig Compensation Discussion and Analysis ancedas such review and discussion,
has determined that the Compensation Discussiofaatysis should be included in this annual report.

Stephen A. Schwarzman, Chairman
J. Tomilson Hill

Hamilton E. James

Peter G. Peterson

Compensation Committee Interlocks and Insider Partipation

As described above, we do not have a compensatimmittee. Our founders, Messrs. Schwarzman anadestehave historically made
all final determinations regarding executive officempensation. The board of directors of our galngartner has determined that maintaining
as closely as possible our historical compensagtiantices following our initial public offering esirable and intends that these practices will
continue. Accordingly, the board of directors of general partner has not established a compensaiiomittee. For a description of certain
transactions between us and Messrs. SchwarzmaRetatson, see “Item 13. Certain Relationships,tBél@ransactions and Director
Independence.”
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Summary Compensation Table

The following table provides summary informatiomcerning the compensation of our Chief ExecutivBo®f, our Chief Financial

Officer and each of our three other most highly pensated executive officers who served in suchaitgsmat December 31, 2007, for servi
rendered to us during 2007 and 2006. These indilgdare referred to as our named executive officetisis annual report.

Prior to our June 2007 initial public offering, auemed executive officers and our other senior miagadirectors did not receive any

salary or bonus and instead received only distidbgtin respect of their ownership interests inlousinesses, which distributions were based
on their respective percentage interests in thétgmf our firm and in respect of their allocatgltares of the carried interest or incentive fees
payable in respect of our investment funds. Thésteilsutions are not reflected as compensatioméntable below.

All Other
Compensatior
Stock

Name and Prinicipal Position Year Salary (1) Bonus Awards (2) 3 Total
Stephen A. Schwarzman, Chairnr 2007 $175,00( $ — $728,798,71 $ 179,48(4) $729,153,19

and Chief Executive Office 2006 $§ — $ — % — 3 — $ —
Peter G. Peterson, 2007 $175,00( $ 2,487,000 $ — 3 — (5) $ 2,662,00i

Senior Chairmai 2006 $ — $ — 3 — 3 — $ —
Hamilton E. James, President 2007 $175,00( $16,382,91 $115,511,73 $ 56,77(6) $132,126,41

and Chief Operating Office 2006 $ — % — 3 — $ 29,2047) $ 29,20¢
J. Tomilson Hill, 2007 $175,00( $15,825,00 $ 38,063,888 $ — $ 54,063,88

Vice Chairmar 2006 $ — $ — 3 — 3 — $ —
Michael A. Puglisi, 2007 $175,00( $ 3,302,12; $ 15,608,13 $ 10,29( $ 19,095,54

Chief Financial Office 2006 $ — $ — 3 — 3 — $ —
(1) The salaries for 2007 shown represent paymentas# balary for the period following the initial fialoffering.

(2)

3)

The reference t“stocl” in this table refers to Blackstone Holdings Pahgr Units. The amounts shown do not reflect coraption
actually received by the named executive officersistead represent the expense recognized famdial statement reporting purposes
in 2007 by Blackstone pursuant to Financial AccoynStandards Board Statement on Financial Accogritandards No. 123 (revised
2004),Share Based PaymentSFAS No. 123(R)"), excluding the effect of estited forfeitures, for unvested Blackstone Holdings
Partnership Units received by the named execuffieess in exchange for the contribution to Blackst Holdings of their interests in the
entities comprising our business as part of thegaatization we effected prior to our June 2007ahftublic offering. See Note 12 to our
consolidated and combined financial statementsided in this annual report on Form 10-K for furthdormation concerning the
assumptions underlying such exper

Amounts included for 2007 represent an amount ofpEnsation expense recorded by us in respect wédanterest allocations to t
named executive officers subsequent to our Jun@ 2Mal public offering. However, these amountsribt reflect the amount of cash
actually received by the named executive officenespect of carried interest during the periodcdgt as otherwise provided below in
respect of Mr. James for 2006, perquisites andrqteesonal benefits to the named executive offiogne less than $10,000 and there
information regarding perquisites and other persbaaefits has not been include
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(4) Mr. Schwarzman makes business and personal useasfand driver and he and members of his famdg alake business and persc
use of an airplane in which we have a fractiontdriest and in each case he bears the full costobf gersonal usage. In addition, certain
Blackstone personnel administer personal mattersifoSchwarzman and he bears the full incremesdat to us of such personn

(5) Mr. Peterson makes business and personal useanfaand driver and of an airplane in which we haW@etional interest and in each c:
he bears the full cost of such personal usagedditian, certain Blackstone personnel administespeal matters for Mr. Peterson and he
bears the full incremental cost to us of such pereb

(6) Mr. James makes personal use of an airplane inhwhéchave a fractional interest and he bears theafsuch personal usag

(7) In 2006, the rates incurred by us for usagthefairplane increased and temporarily exceedeskthe charged Mr. James until the latter
rates were adjusted. While we subsequently chatgedost differential against amounts due to Mmesas part of our normal 2006
yea-end reconciliation process, the amount refleatethé table for 2006 reflects the temporarily umigiirsed portion of the cost of such
usage

Cash distributions to our named executive officgenespect of the period January 1 through Jun@@Q7 were $309.6 million to
Mr. Schwarzman, $150.2 million to Mr. Peterson, R7dillion to Mr. James, $25.7 million to Mr. Hiind $12.5 million to Mr. Puglisi. Cash
distributions to our named executive officers igpect of our fiscal and tax year ended Decembe2@16 were $398.3 million to
Mr. Schwarzman, $212.9 million to Mr. Peterson, 89million to Mr. James, $45.6 million to Mr. Héind $17.4 million to Mr. Puglisi.

During the period from June 22, 2007 through Decam3d, 2007, cash distributions to our named exezuofficers in respect of certain
Blackstone legacy funds and investments that weteaontributed to Blackstone Holdings pursuanttreorganization were $40.6 million to
Mr. Schwarzman, $21.3 million to Mr. Peterson, $niflion to Mr. James, $4.4 million to Mr. Hill, @$1.9 million to Mr. Puglisi.

Grants of Plan-Based Awards in 2007

As part of the reorganization we effected priootw June 2007 initial public offering, each of themed executive officers contributed to
Blackstone Holdings interests in the entities cdseipg our business with a fair value equal to trengdate fair value of the Blackstone
Holdings Partnership Units received by the namextetive officer. However, some of these Blackstdo&lings Partnership Units are subject
to vesting and are reflected in the table belowabse we must account for such units as compensatjsemse for financial statement reporting
purposes.

The number of Blackstone Holdings Partnership Ustitswn under the column heading “All Other Stockakels: Number of Shares of
Stock or Units” in the table below represents thgragate number of unvested Blackstone Holdings\Baship Units that were received by
each named executive officer as part of the redzgdon. The dollar amounts shown under the colimeading “Grant Date Fair Value of
Stock and Option Awards” in the table below werkeglated in accordance with SFAS No. 123(R) by ipljing the number of such unvested
Blackstone Holdings Partnership Units receivedhsyrtamed executive officer by the June 2007 initiddlic offering price of $31.00 per
Blackstone common unit.
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All Other
Stock Awards: Grant Date
Number of Fair Value of
Shares of Stoc Stock and
Grant Option
Name Date or Units (1) Awards (1)
Stephen A. Schwarzm:z 6/21/200° 153,969,84 $4,773,065,13
Peter G. Peterson ( — —
Hamilton E. Jame 6/21/200° 32,892,261 $1,019,660,24
J. Tomilson Hill 6/21/200° 10,906,220 $ 338,092,44
Michael A. Puglisi 6/21/200° 4,442,341 $ 137,712,72

(1) The references t‘stock’, “share” or “units” in this table refer to Blackstone Holdings ParthgrdJnits.
(2) None of the Blackstone Holdings Partnership Urgteived by Mr. Peterson in the reorganization abgest to vesting, and as such nt
of them are accounted for as compensation exparesecordance with SFAS No. 123(]

Narrative Disclosure to Summary Compensation Tabland Grants of Plan-Based Awards in 2007
Terms of Blackstone Holdings Partnership Units

Our pre-IPO owners, including our named executifieers, received Blackstone Holdings Partnershijits)in the reorganization in
exchange for the contribution of their equity ie&s in our operating subsidiaries to Blackstonklidgs. Subject to the vesting and minimum
retained ownership requirements and transfer otistns set forth in the partnership agreements@Blackstone Holdings Partnerships, these
partnership units may be exchanged for The Bladks@roup L.P. common units as described under “It8Certain Relationships, Related
Transactions and Director Independence—Exchangeehgent” below.

Vesting ProvisionsThe Blackstone Holdings Partnership Units recelygdur named executive officers in the reorganizatiave the
following vesting provisions:

«  25% of the Blackstone Holdings Partnership Uniteieed by Mr. Schwarzman in the reorganizationkichange for thi
contribution of his equity interests in our opangtsubsidiaries were fully vested, with the remagnr5% vesting, subject to
Mr. Schwarzman'’s continued employment, in equahiireents on each anniversary of our initial pulliftering (June 21, 2007)
during the next four years. All of the Blackstoneltings Partnership Units received by Mr. Schwanzrimathe reorganization in
exchange for his interests in carried interestirgao investments made by our carry funds pmathie date of the contribution we
fully vested;

» All of the 45,319,212 Blackstone Holding Partnepstinits received by Mr. Peterson in the reorgaiopatvere fully vested; an

*  25% of the Blackstone Holdings Partnership Uniteieed by each of our other named executive offiaethe reorganization in
exchange for the contribution of his equity intéseéns our operating subsidiaries were fully vesteith the remaining 75% vesting,
subject to the named executive offieecontinued employment, in installments on eachvansary of our initial public offering ov
up to eight years. All of the Blackstone HoldingatRership Units received by these named execoffieers in the reorganization
in exchange for their interests in carried interekting to investments made by our carry fundgrgo the date of the contribution
were fully vested
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Each named executive officer will forfeit all unted partnership units once he is no longer in oypley, subject to our retirement
provisions. A named executive officer who leavesfowmn to accept specified types of positions irvgmment service after June 30, 2010 will
continue to vest in units as if he had not left fium during the period of government service. tfdition, upon the death or permanent disat
of a named executive officer, all of his unvestadmership units held at that time will vest imrragdly. Further, in the event of a change in
control (defined in the Blackstone Holdings parsigp agreements as the occurrence of any persamieg the general partner of The
Blackstone Group L.P. other than a person apprbyetie current general partner), any Blackstonalldgk Partnership Units that are
unvested will automatically be deemed vested asofediately prior to such change in control.

All vested and unvested Blackstone Holdings PastriprUnits (and The Blackstone Group L.P. commaisurceived in exchange for
such Blackstone Holdings Partnership Units) heléimamed executive officer will be immediately &téd in the event he materially breaches
any of his restrictive covenants set forth in tba@4zompetition and non-solicitation agreement aetli under “Non-Competition and Non-
Solicitation Agreements” or his service is termathfor cause.

All of the Blackstone Holdings Partnership Unitseed by our named executive officers that wetges to vesting are reflected as

“Stock Awards” in these compensation tables becaugsmust account for such units as compensatioaresgfor financial statement reporting
purposes.

All of our named executive officers are subjecthte following minimum retained ownership requirettsesind transfer restrictions in
respect of all Blackstone Holdings Partnership &Jréceived by them as part of the reorganizatioa réfer to the Blackstone Holdings
Partnership Units issued as part of the reorgaizaeceived in exchange for such Blackstone HaglsliRartnership Units as “subject units.”

Minimum Retained Ownership Requirementg¢hile employed by us and generally for one yeHowing the termination of employment,
each of our named executive officers (except asrotise provided below) will be required to contirtoéhold (and may not transfer) at least
25% of all vested subject units received by hirher. The requirement that one continue to holéastl 25% of vested units is subject to the
qualification in Mr. Schwarzman'’s case that in e will he be required to hold units having a kedwvalue greater than $1.5 billion. Subject
units held by current and future personal planwielgicles beneficially owned by the families of aneal executive officer are not deemed to be
owned by these individuals for purposes of suchirmim retained ownership requirements. Mr. Petersomt subject to these minimum
retained ownership requirements.

Transfer Restrictions The subject units owned by a named executiveaffare subject to the following transfer restoiot, which we
may waive in whole or in part from time to time:

* None of the subject units held by Mr. Schwarzmaili,be transferable in the first year following omitial public offering (excep
for a number of subject units equal to $250 mill{based on the June 2007 initial public offering@of $31.00 per Blackstone
common unit), which may be donated to charitiesngttime, which subject units will be free of tréargestrictions). Up to one-
third of the vested subject units will be transkdeaafter the first anniversary date of our inipalbblic offering, up to two-thirds of
the vested subject units will be transferable dfiersecond anniversary date of our initial pubffering (less any vested subject
units transferred between the first and secondvenseary dates of this offering) and up to 100%hefvested subject units will be
transferable after the third anniversary date afioitial public offering.

* None of the subject units received by Mr. Petemsiibe transferable until December 31, 2008. Upte-third of his vested subje
units will be transferable after December 31, 2@g8to twothirds of the vested subject units will be tranafde after December {

2009 (less any vested subject units transferr@®@9) and up to 100% of the vested subject unilisoe@itransferable after
December 31, 201

* None of the subject units received by any of ohephamed executive officers will be transferahlénie first year following thi

offering. Up to one-third of their vested subjentts will be transferable after the first anniveysdate of our initial public offering,
up to two-thirds of the vested subject un
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will be transferable after the second anniversaitg @f our initial public offering (less any vestadbject units transferred betwe
the first and second anniversary dates of ouringtiiblic offering) and up to 100% of the vestetjsat units will be transferable
after the third anniversary date of our initial patffering.

Notwithstanding the foregoing, none of our nameelcettive officers may transfer subject units at aimg prior to December 31, 2009
other than pursuant to transactions or programeoapg by our general partner.

The foregoing transfer restrictions apply to sgésdges of subject units, grants of options, Bgittwarrants to purchase subject units or
swaps or other arrangements that transfer to andathehole or in part, any of the economic conssmes of ownership of the subject units
other than as approved by our general partner. Xfect that our general partner will approve pledgesansfers to personal planning vehicles
beneficially owned by the families of our pre-IP@reers and charitable gifts, provided that the pésjdransferee or donee agrees to be subjec
to the same transfer restrictions (except as dpddibove with respect to Messrs. Schwarzman atetdem). Transfers to Blackstone are also
exempt from the transfer restrictions.

The minimum retained ownership requirements anusfea restrictions set forth above will continueafaply generally for one year
following the termination of employment of a namesecutive officer other than Messrs SchwarzmanRetdrson for any reason, except that
the transfer restrictions set forth above will kapgpon death or permanent disability. All of theefgoing transfer restrictions will lapse in the
event of a change in control (as defined above).

The Blackstone Holdings Partnership Units receimgdther Blackstone personnel in the reorganizadi@nalso generally subject to the
vesting and minimum retained ownership requiremantstransfer restrictions applicable to our namwestutive officers other than Messts.
Schwarzman and Peterson, although non-senior mamdgectors are also generally subject to vestimgspect of a portion of the Blackstone
Holdings Partnership Units received by such persbimthe reorganization in exchange for theirriests in carried interest and are not subject
to the additional restriction on any transfers ptooDecember 31, 2009 without our consent.

Founding Member Agreements

Upon the consummation of our initial public offagjrwe entered into founding member agreementsedtih of Messrs. Schwarzman
Peterson. Mr. Schwarzmanagreement provides that he will remain our Chairmnd Chief Executive Officer while continuing\éee with us
and Mr. Peterson’s agreement provides that herariflain our Senior Chairman while continuing servigth us. Additionally,

Mr. Schwarzman’s agreement requires him to giveixisnonths’ prior written notice of intent to temmaite service with us. Mr. Peterson’s
agreement requires him to give us 90 days’ pridttevwr notice of intent to terminate service withamsl provides that he will retire on or before
December 31, 2008.

The agreements provide that following retirement, 8thwarzman and Mr. Peterson will each be pralidigh certain retirement
benefits, including that each founder will be peted until the third anniversary of his retiremeate to retain his current office and will be
provided with a car and driver. Commencing on thedtanniversary of the founder’s retirement datd eontinuing until the tenth anniversary
thereof, we will provide the founder with an appiafe office if the founder so requests. Additidpa¢ach founder will be provided with an
assistant and access to office services duringetivgear period following his retirement date.

Each founder will also continue to receive heakhdfits following his retirement until his deathpgect to his continuing payment of the
related health insurance premiums consistent witreat policies. Additionally, before his retiremi@md during the ten-year period thereafter,
our founders and foundations they establish mayimoa to invest in our investment funds on a bgsiserally consistent with that of other
partners.
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Senior Managing Director Agreement

Upon the consummation of our initial public offegjirwe entered into substantially similar senior aging director agreements with each
of our named executive officers and other senionagang directors other than our founders. Seniaragag directors who have joined the
firm after our initial public offering have alsotened into senior managing director agreements.afineements generally provide that each
senior managing director will devote substantiallyof his or her business time, skill, energied attention to us in a diligent manner. Each
senior managing director will be paid distributicaral benefits in amounts determined by Blackstoora time to time in its sole discretion.
The agreements require us to provide the senioagiag director with 90 days’ prior written noticeqgy to terminating his or her service with
us (other than a termination for cause). Additipnahe agreements require each senior managiegtdirto give us 90 days’ prior written
notice of intent to terminate service with us aeguire the senior managing director to be placed 86-day period of “garden leavisllowing
the senior managing director’s termination of ssg\(as further described under the caption “Non-fatition and Non-Solicitation
Agreements” below).

Deferred Compensation Pla

In 2007, we established a deferred compensationfptacertain eligible employees of Blackstone aadain of its affiliates in order to
provide such eligible employees with a pre-tax def&incentive compensation opportunity and themattyance the alignment of interests
between such eligible employees and Blackstonétaradfiliates. The deferred compensation plamisiafunded, non-qualified deferred
compensation plan which provides for the automati@ndatory deferral of a portion of each partictfsaannual bonus. In respect of the
deferred portion of his or her bonus, each paicipeceives bonus deferral units which represghts to receive in the future a specified
amount of common units or Blackstone Holdings Raghip Units or other equity-based awards underBihekstone Group L.P. 2007 Equity
Incentive Plan, subject to vesting provisions diégck below. The amount of each participant’s bombih is deferred under the plan depends
on the total amount of such participant’s bonusiarghlculated on the basis set forth in the follaytable:

Marginal Deferral Rate

Portion of Annual Bonus Applicable to Such Portior
$0- 100,000 0%
$100,001- 200,000 15%
$200,001- 500,000 20%
$500,001- 750,000 25%
$750,001- 2,000,00C 35%
$2,000,002- 5,000,00C 40%
$5,000,000 - 45%

In addition, each plan participant is eligible éxeive a premium award in an amount equal to 20Bisodr her bonus deferral amount
paid, as detailed below, after a three-year peiib@. bonus deferral amount plus the premium aweesidy the total amount of bonus deferral
units that a participant is awarded for any giveary

Generally, bonus deferral units are delivered iearequal installments over a three-year perioth(no partial-year delivery). The entire
premium portion of such bonus deferral units vasthe end of such three-year period. The delieéthe bonus deferral units is subject to
such participant not violating any of the provisaf his or her employment agreement, includingaderestrictive covenants such as non-
competition following termination of employment. & kiesting of the premium portion of a participafitsius deferral units is subject to
continued employment of such participant throughehd of the three-year vesting date, subjectrtaioeexceptions. Upon delivery or vesting,
as applicable, the common units or Blackstone HgisliPartnership Units to which the bonus deferréts uelate are delivered to the

participant.

None of our named executive officers participatethe deferred compensation plan in 2007, but sorenedo so in 2008 or subsequent
years.
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Outstanding Equity Awards at 2007 Fiscal Year End

The following table provides information regardiogtstanding unvested equity awards made to our daxecutive officers as of
December 31, 2007. The dollar amounts shown utgecalumn heading “Market Value of Shares or UoftStock That Have Not Vested” in
the table below were calculated by multiplying thanber of unvested Blackstone Holdings Partnershiips held by the named executive
officer by the closing market price of $22.13 péaidkstone common unit on December 31, 2007.

Stock Awards (1)

Number of
Shares or Units o Market Value of
Shares or Units of
Stock That Have Stock That Have
Name Not Vested Not Vested
Stephen A. Schwarzm: 153,969,84 $3,407,352,62
Peter G. Petersc — $ —
Hamilton E. Jame 32,892,26 $ 727,905,84
J. Tomilson Hill 10,906,20 $ 241,354,38
Michael A. Puglisi 4,442,341 $ 98,309,11

(1) The references t“stock’, “share” or “units” in this table refer to Blackstone Holdings ParthgrdJnits.

Option Exercises and Stock Vested in 2007

The following table provides information regarditimg number of outstanding initially unvested equaityards made to our named
executive officers that vested during 2007. The emlvested equity awards made to our named execotficers during 2007 were the
unvested Blackstone Holdings Partnership Unitsiveceby them in exchange for the contribution tadkstone Holdings of their interests in
the entities comprising our business as part ofebeganization we effected prior to our June 2@l public offering. The earliest time that
any portion of those Blackstone Holdings Partngrghiits may vest is June 2008. Accordingly, nonewfnamed executive officers vested in
any portion of the unvested Blackstone Holdingdrigaship Units they possess in 2007.

Stock Awards (1)

Number of
Shares Acquirec Value Realizet
Name on Vesting on Vesting

Stephen A. Schwarzm:z —
Peter G. Petersc —
Hamilton E. Jame —
J. Tomlinson Hill —
Michael A. Puglisi —

e o

(1) The references t“stock’ or “share” in this table refer to Blackstone Holdings ParthgrdHoldings Units

Potential Payments Upon Termination of Employment oChange in Control

Upon a change of control event where any persdre(dhan a person approved by our general patxeegmes our general partner or a
termination of employment because of death or disglany unvested Blackstone Holdings Partnerghijts held by any of our named
executive officers will automatically be deemedtedsas of
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immediately prior to such occurrence of such chasfgmntrol or such termination of employment. Ugarth a change of control or a
termination of employment, each of our named exeewfficers would vest in the following numbersRifickstone Holdings Partnership
Units, having the following values based on ousitig market price of $22.13 per Blackstone commahan December 31, 2007:

Mr. Schwarzman — 153,969,843 units with a valu8307,352,626; Mr. James — 32,892,266 units withlae of $727,905,847; Mr. Hill—
10,906,208 units with a value of $241,354,383; lindPuglisi — 4,442,346 units with a value of $3#83L17.

In addition, upon the death or disability of anyneal executive officer who participates in the eatiinterest of our carry funds, such
named executive officer will be deemed 100% vestexhy unvested portion of carried interest in canry funds. Such unvested portion of
carried interest has already been reflected udgecalumn “All Other Compensation” in the Summaigngpensation Table included above. In
addition, pursuant to the Founding Member Agreemdatcribed above under “Narrative Disclosure tmi@ary Compensation Table and
Grant of Plan-Based Awards Table in 2007—Foundiregrider Agreements,” following retirement, Messrdn&arzman and Peterson will
each be provided with certain retirement benefitduding an assistant during the ten-year peralidiing the retirement and a car and driver
during the three-year period following the retiremad he aggregate present value of these expeottd are $0.5 million and $1.4 million for
Mr. Schwarzman and Mr. Peterson, respectively, litiv$0.1 million and $1.4 million, respectivelyere expensed during 2007.

Non-Competition and Non-Solicitation Agreements

Upon the consummation of our initial public offegirwe entered into a non-competition and non-dalicin agreement with each of our
founders, our other senior managing directors, rabstr other professional employees and spec#ferdor administrative personnel to whom
we refer collectively as “Contracting Employeesdriracting Employees who have joined the firm adter initial public offering have also
executed non-competition and non-solicitation agreas. The following are descriptions of the malegrms of each such non-competition
and non-solicitation agreement. With the exceptibthe few differences noted in the descriptiorobglthe terms of each non-competition and
non-solicitation agreement are in relevant parilaim

Full-Time CommitmentEach Contracting Employee agrees to devote sufisty all of his or her business time, skill, egies and
attention to his or her responsibilities at Blackst in a diligent manner. Each of our foundersdgased that our business will be his principal
business pursuit and that he will devote such ame attention to the business of the firm as masehsonably requested by us.

Confidentiality. Each Contracting Employee is required, whetheindwr after his or her employment with us, totpad and only use
“confidential information” in accordance with stri@strictions placed by us on its use and discldiEvery employee of ours is subject to
similar strict confidentiality obligations imposég our Code of Conduct applicable to all Blackstpeesonnel.)

Notice of Termination Each Contracting Employee is required to givenisr written notice of his or her intention to \@aour employ—
six months in the case of Mr. Schwarzman and 98 @tayMr. Peterson and all of our other senior ngama directors and between 30 and 60
days in the case of all other Contracting Employees

Garden Leave Upon his or her voluntary departure from our fiarContracting Employee is required to take aqgrilesd period of
garden leave. The period of garden leave is 90 ftaysur non-founding senior managing directors bativeen 30 and 60 days for all other
Contracting Employees. During this period the Cacting Employee will continue to receive some af di her Blackstone compensation and
benefits, but is prohibited from commencing empleytwith a new employer until the garden leavequehas expired. The period of garden
leave for each Contracting Employee will run cotiexmasly with the non-competition Restricted Peribdt applies to him or her as described
below. Our founders are subject to non-competitiovenants but not garden leave requirements.

Non-Competition During the term of employment of each Contractimyployee, and during the Restricted Period (ak seren is
defined below) immediately thereafter, such indirtiwill not, directly or indirectly:

e engage in any business activity in which we opeiatduding any competitive busine:

141



Table of Contents

* render any services to any competitive busines

» acquire a financial interest in or become activeolved with any competitive business (other thara passive investor holdi
minimal percentages of the stock of public compsin

“Competitive business” means any business that et@spduring the term of employment through the datermination, with our business,
including any businesses that we are actively cdamsig conducting at the time of the Contractingptimee’s termination of employment, so
long as such individual knows or reasonably shhale known about such plans, in any geographicalasket area where we or our affiliates
provide our products or services.

Non-Solicitation. During the term of employment of each Contractimyployee, and during the Restricted Period imnieljidhereafter,
such individual will not, directly or indirectlyniany manner solicit any of our employees to le¢hed employment with us, or hire any such
employee who was employed by us as of the dateabf mdividual’s termination or who left employmeith us within one year prior to or
after the date of such individual’s termination.ditnally, each Contracting Employee may not sbtic encourage to cease to work with us
any consultant or senior advisers that the indaidunows or should know is under contract with us.

In addition, during the term of employment of e@mtracting Employee, and during the Restrictedodlémmediately thereafter, such
individual will not, directly or indirectly, in anynanner solicit the business of any client or peasipe client of ours with whom the individual,
employees reporting to the individual, or anyonemtthe individual had direct or indirect respon#ipiover had personal contact or dealings
on our behalf during the three-year period immedygpreceding such individual's termination. Contiiag Employees who are employed in
our asset management businesses are subjectniilar sion-solicitation covenant with respect toastors and prospective investors in our
investment funds.

Non-Interference and Non-DisparagemeBturing the term of employment of each Contractimgployee, and during the Restricted
Period immediately thereafter, such individual may interfere with business relationships betwesand any of our clients, customers,
suppliers or partners. Such individual is also fiddd from disparaging us in any way.
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Restricted Period For purposes of the foregoing covenants, theriRted Period will be defined to be:

Covenant Founders Other Senior Managing Directors Other Contracting Employees
Nor-competition The later of four years after Ju The later of two years after June The later of between six mont
21, 2007 (the date of our initial 2007 or one year (six months for and one year after June 21, 2007
public offering) or two years aftersenior managing directors who areor between 90 days and six
termination of employment. eligible to retire, as defined below)months after termination of
after termination of employmer  employment

Nor-solicitation of Blackstone  The later of four years after JuneThe later of two years after June Generally the later of between ¢

employees 21, 2007 or two years after 2007 or two years after terminatiorand two years after June 21, 2007
termination of employment. of employment. or between six months and one
year after termination ¢
employment
Nor-solicitation of Blackstone  The later of four years after JuneThe later of two years after June Generally the later of one year
clients or investors 21, 2007 or two years after 2007 or one year after terminationafter June 21, 2007 or between
termination of employment. of employment. months and one year after

termination of employmen

Nor-interference with business The later of four years after JuneThe later of two years after June Generally the later of one year
relationships 21, 2007 or two years after 2007 or one year after terminationafter June 21, 2007 or between
termination of employment. of employment. months and one year after
termination of employmen

Retirement Blackstone personnel are eligible to retire étlihave satisfied either of the following test9: ¢fie has reached the age of 65
and has at least five full years of service with fium; or (2) one has reached the age of 50 arsdalhéeast five full years of service with our
firm and the sum of his or her age plus years ofise with our firm totals at least 65. Except Reter G. Peterson, no Blackstone personnel
will be eligible to retire under the standards s$fped in the preceding clauses prior to June 30,020

Intellectual Property. Each Contracting Employee is subject to custoriragflectual property covenants with respect toksareated,
invented, designed or developed by such indivithet are relevant to or implicated by his or heplryment with us.

Specific Performanceln the case of any breach of the confidentialitgn-competition, non-solicitation, non-interferenaon-
disparagement or intellectual property provisiopatContracting Employee, the breaching indivicagrees that we will be entitled to seek
equitable relief in the form of specific performancestraining orders, injunctions or other equé&abmedies.

Director Compensation in 2007

No additional remuneration is paid to our employleeservice as a director of our general partBech non-employee director receives
an annual cash retainer of $100,000. In additianhenon-employee director may receive equity awhiois time to time. Each of
Mr. Mulroney, Lord Rothschild and Mr. Parrett wasugted 10,000 deferred restricted common units tde2007 Equity Incentive Plan up
his appointment as a director. These deferredice=sdrcommon units vest, and the underlying Blamkstcommon units will be delivered, in
equal installments on each of the first, secondthind anniversaries of the date of grant, subjethe outside director’s continued service on
the board of directors of our general partner.

The following table provides the compensation for won-employee directors for 2007.
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Stock Awards
Fees Earned ol
Name Paid in Cash (1 2) (3) Total
The Right Honorable Brian Mulrong $  50,00( 38,537 $88,531
William G. Parrett $ 16,00( 10,48: $26,48:
Lord Nathaniel Charles Jacob Rothscl $ 50,00( 38,537 $88,531

(1) Mr. Mulroney and Lord Rothschild were appointedhe board of directors on June 21, 2007 and taceived 50% of the annual cash
retainer. Mr. Parrett was appointed to the boardimgfctors in November 2007 and thus earned 168e&nnual cash retain

(2) The references t“stock’ in this table refer to deferred restricted commaoits

(3) The amounts shown represent the expense remabfor financial statement purposes in 2007 bytone pursuant to SFAS No. 123
(R), excluding the effect of estimated forfeiturfes, the deferred restricted common units the dinexcreceived upon their respective
appointments as a director. The grant date fauevaf the deferred restricted common units graimed07 was $31.00 for each of
Mr. Mulroney and Lord Rothschild and $25.08 for Narrett. As of December 31, 2007, each of Mr. ey, Lord Rothschild and
Mr. Parrett held 10,000 unvested deferred restticceenmon units

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The following table sets forth information regamlithhe beneficial ownership of The Blackstone Grbltp. common units and Blackstone
Holdings Partnership Units as of March 10, 2008 by:

» each person known to us to beneficially own 5%rgf elass of the outstanding voting securities of Backstone Group L.F
» each member of our general par’s board of directors

» each of the named executive officers of our gergagther; anc

« all directors and executive officers of our geng@aitner as a grou

The amounts and percentage of units beneficiallgemhare reported on the basis of regulations oS#8€ governing the determination
beneficial ownership of securities. Under the rukthe SEC, a person is deemed to be a “benetigiakr” of a security if that person has or
shares “voting power,” which includes the powevade or to direct the voting of such security, mwvestment power,” which includes the
power to dispose of or to direct the dispositiorswéh security. A person is also deemed to be aftoéad owner of any securities of which that
person has a right to acquire beneficial ownersliipin 60 days of March 10, 2008. Under these rulesre than one person may be deemed a
beneficial owner of the same securities and a persay be deemed a beneficial owner of securitide adich he has no economic interest.
Except as indicated by footnote, the persons namtte table below have sole voting and investnpemter with respect to all units shown as
beneficially owned by them, subject to communitgperty laws where applicable.

Unless otherwise included, for purposes of thisetathe principal business address for each sudopés c/o The Blackstone Group L.P.
345 Park Avenue, New York, New York 10154.
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1)

(2)

3)

Blackstone
Holdings
Common Units, Partnership Units
Beneficially Beneficially
Owned Owned (1)
% of % of
Name of Beneficial Owner Number Clasg Number Clasg
5% Unitholders:
AXA Financial, Inc. (2) 34,579,12 23% — —
Directors and Executive Officers:
Stephen A. Schwarzman (3)( — — 233,987,96 22%
Peter G. Peterson (3)( — — 45,319,21 4%
Hamilton E. James (¢ — — 52,597,06. 5%
J. Tomilson Hill (4) — — 17,954,93 2%
Michael A. Puglisi (4 — — 7,750,56:! *
The Right Honorable Brian Mulrong 100,00( * — *
William G. Parrett 3,00 * — *
Lord Nathaniel Charles Jacob Rothschild 685,00( * — *
All executive officers and directors as a grougpétsons 788,00( * 384,418,79 36%

Less than one perce

Subject to certain requirements and restrictidms partnership units of Blackstone Holdings aréhargeable for common units of T
Blackstone Group L.P. on a one-for-one basis. ABtone Holdings limited partner must exchange garénership unit in each of the
five Blackstone Holdings partnerships to effeceanhange for a common unit. See “ltem 13. Certalatonships and Related
Transactions and Director Independence—Exchangeehgent”. Beneficial ownership of Blackstone HoldirRartnership Units
reflected in this table has not been also refleateeneficial ownership of the common units of Bleckstone Group L.P. for which
such units may be exchang:

Reflects our common units beneficially owned by AR8surances I.A.R.D. Mutuelle, AXA Courtage AssuraMutuelle, AXA anc
AXA Financial, Inc. as of December 31, 2007 basedhe Schedule 13G filed by AXA Financial, Inc. AX¥Anancial Inc.’s address is
1290 Avenue of the Americas, New York, NY 101

On those few matters that may be submitted forta gbthe limited partners of The Blackstone Graup., Blackstone Partners L.L.(C
an entity whollyewned by our senior managing directors, holds aiapeoting unit in The Blackstone Group L.P. tpadvides it with ai
aggregate number of votes on any matter that maybmitted for a vote of our common unitholderg te@aqual to the aggregate num
of vested and unvested Blackstone Holdings Pattigetdnits held by the limited partners of Blacksdfoldings on the relevant record
date and entitles it to participate in the votdtmsame basis as our common unitholc
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Our senior managing directors have agreed in thigdd liability company agreement of Blackstonetiens that our founders will ha
the power to determine how the special voting haitl by Blackstone Partners will be voted. Actibgsour founders in this regard must
be taken with such founders’ unanimous approvdloing the withdrawal, death or disability of ofmunders (and any successor
founder), this power will revert to the member®Btdckstone Partners holding a majority in intereghat entity. If Blackstone Partners
directs us to do so, we will issue special votingsuto each of the limited partners of Blackstétaddings, whereupon each special vor
unitholder will be entitled to a number of voteattis equal to the number of vested and unvestadkBtone Holdings Partnership Units
held by such special voting unitholder on the rafeévecord date

(4) The Blackstone Holdings Partnership Units shawthe table above for each of the named execufffieers include (1) the following
units held for the benefit of family members wigspect to which the named executive officer disttdbeneficial ownership: Mr.
Schwarzman — 1,666,666 units held in various trigstevhich Mr. Schwarzman is the investment trusie Peterson — 5,006,717 units
held in various trusts for which Mr. Peterson @& $pouse is the investment trustee; Mr. James23,7,95 units held in a trust for which
Mr. James is a trustee with investment power; MH.-H6,398,770 units held in various trusts foriegthMr. Hill's spouse is the
investment trustee; and Mr. Puglisi;333,333 units held in a trust for which Mr. Pagis the investment trustee and 1,160,977 unit
in a limited liability company for which Mr. Pugiigs the managing member; and (2) the followingtsihield in grantor retained annuity
trusts for which the named executive officer isitheestment trustee: Mr. Schwarzman — 9,566,658 uNir. Hill — 33,526 units; and M
Puglisi — 333,333 units. In addition, with respecMr. Schwarzman, the above table excludes 952a@ership units of Blackstone
Holdings held by his children or in trusts for thenefit of his family as to which he has no votgrgnvestment powe

(5) 200,000 of such common units are held by RIT Chpitatners plc, a London Stock Excha-listed investment company of which Lc
Rothschild is chairman of the board and an exeewtivector and in which he and certain of his fgrititerests directly or indirectly hold
shares. The other 485,000 common units are hetdripminee for a Guernsey unit trust in which LoatHgchild and certain of his
family interests directly or indirectly hold unitsord Rothschild disclaims beneficial ownershipsath common unit:

In addition, Beijing Wonderful Investments, an istraent vehicle established and controlled by thepkés Republic of China, holds
101,334,234 of our non-voting common units.

Securities Authorized for Issuance under Equity Compensation Plans

The table set forth below provides information cemméing the awards that may be issued under Black®@®@007 Equity Incentive Plan
(“the Equity Plan”) as of December 31, 2007.

Number of
Number of Securities Remaining
Securities to be Weighted-Average Available for Future

Issued Upon Exercise Price Issuance Under Equity

Exercise of of Outstanding Compensation Plans

Outstanding Options, Options, Warrants (excluding securities
Warrants and Rights (1) and Rights reflected in column (a)) (2
Equity Compensation Plans Approved by Security drsd 41,514,47 — 120,509,00

Equity Compensation Plans Approved by Security drd — — —
Total 41,514,47 — 120,509,00

(1) Reflects the outstanding number of deferretticésd common units and deferred restricted Blamks Holdings Partnership Units
granted under the Equity Plan as of December 317 ..

(2) The aggregate number of common units and Blackdttmddings partnership units covered by the EqulnRs increased on the first d
of each fiscal year during its term by a numbeumits equal to the positive difference, if any(&¥ 15% of the aggregate number of
common units and Blackstone Holdings Partnershipsldutstanding on the last day of the immediapeiceding fiscal year (excluding
Blackstone Holdings Partnership Units held by ThecBstone Group L.P. or its wholly-owned subsidiajiminus (b) the aggregate
number of common units and Blackstone Holdingsrieaship Units covered by the Equity Plan as of siate (unless the administrator
of the Equity Plan should decide to increase thaber of common units and Blackstone Holdings Pastrip Units covered by the plan
by a lesser amount). We have filed a registrattatement and intend to file additional registratstatements on Form S-8 under the
Securities Act to register common units coveredhgyEquity Plan (including pursuant to automatiowai increases). Any such FormBS-
registration statement will automatically becomfeetive upon filing. Accordingly, common units reggred under such registration
statement will be available for sale in the opemkata
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ITEM 13. CERTAIN RELATIONSHIPS, RELATED TRANSACTIONS AND DIR ECTOR INDEPENDENCE
Transactions with Related Persons
Reorganization

In June 2007 prior to our IPO, we effected a nundbferansactions in connection with a reorganizatito a holding partnership struct
as described under “ltem 7. Management’s DiscussimhAnalysis of Financial Condition and Result©pkrations—Significant
Transactions—Reorganization” whereby our pre-IP@ens contributed to Blackstone Holdings or solavtmlly-owned subsidiaries of The
Blackstone Group (which in turn contributed thenBtackstone Holdings) each of the operating etitieluded in our historical combined
financial statements, with the exception of theagahpartners of certain legacy Blackstone funds did not have a meaningful amount of
unrealized investments and a number of investmelicies through which our pre-IPO owners and othied parties have made commitments
to or investments in or alongside of Blackstonatgstment funds. As part of the reorganizationywvegle distributions to our pre-IPO owners,
including our executive officers, representingadithe undistributed earnings generated by thosibases that were owned and contribute
the pre-IPO owners in connection with our initiabfic offering. We used approximately $4.57 billiohthe proceeds from our initial public
offering and the sale of non-voting common unit8&jing Wonderful Investments to purchase intey@stour business from our pre-IPO
owners. Of this amount, we paid approximately $684illion to Mr. Schwarzman, approximately $1.98ibn to Mr. Peterson, approximately
$191.0 million to Mr. James, approximately $22.9iom to Mr. Hill and approximately $13.8 milliorotMr. Puglisi.

Tax Receivable Agreement

We used a portion of the proceeds from the IPOthadale of non-voting common units to Beijing Werfdl Investments to purchase
interests in the predecessor businesses from &P owners. In addition, holders of Blackstondditms Partnership Units (other than The
Blackstone Group L.P.’s wholly-owned subsidiariesihject to the vesting and minimum retained ownipreequirements and transfer
restrictions set forth in the partnership agreementhe Blackstone Holdings partnerships, mayoujptir times each year (subject to the terms
of the exchange agreement) exchange their Blackdtimfdings Partnership Units for The Blackstoneuprb.P. common units on a one-for-
one basis. A Blackstone Holdings limited partnestrexchange one partnership unit in each of treeBilackstone Holdings partnerships to
effect an exchange for a common unit.
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Blackstone Holdings | L.P. and Blackstone Holdiligs.P. currently intend to make an election un8ection 754 of the Internal Revenue
Code effective for each taxable year in which athexge of partnership units for common units ogoutsch may result in an adjustment to
the tax basis of the assets of such Blackstoneihtygchartnerships at the time of an exchange dhpeship units. The purchase and subsec
exchanges are expected to result in increaseg itathbasis of the tangible and intangible asdeBazkstone Holdings that otherwise would
not have been available. These increases in tax by increase (for tax purposes) depreciationagndrtization and therefore reduce the
amount of tax that Blackstone’s wholyvned subsidiaries that are taxable as corporat@rg.S. federal income purposes would otherwis
required to pay in the future. Certain subsidiadE$he Blackstone Group L.P. which are corporai@éayers have entered into a tax receivable
agreement with our pre-IPO owners that providesHempayment by the corporate taxpayers to suctemsaof 85% of the amount of cash
savings, if any, in U.S. federal, state and lonabime tax that the corporate taxpayers actualljzeséor are deemed to realize in the case of an
early termination payment by the corporate taxpagera change in control, as discussed below)asudt of these increases in tax basis and of
certain other tax benefits related to our enteting the tax receivable agreement, including taxelfies attributable to payments under the tax
receivable agreement. Additional tax receivableeagrents have been executed, and will continue exéeuted, with newly admitted
Blackstone Senior managing directors and certdiarstwho acquire Blackstone Holdings PartnershijsUmhis payment obligation is an
obligation of the corporate taxpayers and not @fcBstone Holdings. The corporate taxpayers expdotnefit from the remaining 15.0% of
cash savings, if any, in income tax that they realiFor purposes of the tax receivable agreemasi savings in income tax will be computed
by comparing the actual income tax liability of twrporate taxpayers to the amount of such taxaghle corporate taxpayers would have been
required to pay had there been no increase tathkeasis of the tangible and intangible assetdafk3tone Holdings as a result of the
exchanges and had the corporate taxpayers noedriteo the tax receivable agreement. A limitedngarof Blackstone Holdings may also
elect to exchange his or her Blackstone HoldinggnBeship Units in a tax-free transaction wherelitméted partner is making a charitable
contribution. In such a case, the exchange willrastilt in an increase in the tax basis of thetasdeBlackstone Holdings and no payments

be made under the tax receivable agreement. Timedkthe tax receivable agreement commenced upoesucomation of our IPO and will
continue until all such tax benefits have beerizatil or expired, unless the corporate taxpayersieseetheir right to terminate the tax
receivable agreement for an amount based on tleedgrayments remaining to be made under the agnéeme

Assuming no material changes in the relevant taxadad that the corporate taxpayers earn suffit¢eereble income to realize the full tax
benefit of the increased amortization of the ass$le¢sexpected future payments under the tax rebhvagreement (which are taxable to the
recipients) in respect of the purchase will aggre@$90.6 million over the next 15 years. The pnesgalue of these estimated payments totals
$180.3 million assuming a 15% discount rate andguan estimate of timing of the benefit to be reedi Future payments under the tax
receivable agreement in respect of subsequent pgelavould be in addition to these amounts. Theneays under the tax receivable
agreement are not conditioned upon continued owipeos Blackstone equity interests by the pre-IR@ers and the others mentioned above.

In addition, the tax receivable agreement provitias upon certain mergers, asset sales, other fofimgsiness combinations or other
changes of control, the corporate taxpayers’ (eirtbuccessors’) obligations with respect to exgeanor acquired units (whether exchanged or
acquired before or after such transaction) woultdeed on certain assumptions, including that dnpazate taxpayers would have sufficient
taxable income to fully utilize the benefits arggiftom the increased tax deductions and tax basiother similar benefits. Upon a subsequent
actual exchange, any additional increase in taxickaahs, tax basis and other similar benefits icess of the amounts assumed at the char
control will also result in payments under the tageivable agreement.

Decisions we make in the course of running ourrmss, such as with respect to mergers, asset stiesforms of business
combinations or other changes in control, may enflee the timing and amount of payments that arwed by an exchanging or selling holi
of Blackstone Holdings Partnership Units, undertthereceivable agreement. For example, the ealiposition of assets following an
exchange or acquisition transaction will generatigelerate payments under the tax receivable agrgeand increase the present value of such
payments, and the disposition of assets beforx@maage or acquisition transaction will increasettix liability of a pre-IPO owner (or any of
the other persons mentioned above) without givieg to any rights of a pre-IPO owner (or any ofaltiger persons mentioned above) to
receive payments under the tax receivable agreement
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Although we are not aware of any issue that woalgse the IRS to challenge a tax basis increaseptiperate taxpayers will not be
reimbursed for any payments previously made urfdetax receivable agreement. As a result, in gediacumstances, payments could be n
under the tax receivable agreement in excess afdfporate taxpayers’ cash tax savings.

Registration Rights Agreement

In connection with the restructuring and IPO, weeesd into a registration rights agreement with gne-IPO owners pursuant to which
we granted them, their affiliates and certain @fittransferees the right, under certain circuntgarand subject to certain restrictions, to
require us to register under the Securities Actroom units delivered in exchange for Blackstone khgjd Partnership Units or common units
(and other securities convertible into or exchabtgear exercisable for our common units) othervwiskl by them. Under the registration rig
agreement, we agreed to register the exchangeack8ione Holdings Partnership Units for commonsulmjt our prdPO owners. In addition,
committee comprised of our founders has the righeguest that we register the sale of common teits by our pre-IPO owners an unlimited
number of times and may require us to make availshélf registration statements permitting salesoaimon units into the market from time
to time over an extended period. In addition, themittee has the ability to exercise certain piggioregistration rights in respect of common
units held by our pre-IPO owners in connection wébistered offerings requested by other registnatights holders or initiated by us.

Blackstone Holdings Partnership Agreements

As a result of the reorganization and the IPO, Blaekstone Group L.P. became a holding partnemshd through wholly-owned
subsidiaries, holds equity interests in Blackstdo&ings | L.P., Blackstone Holdings Il L.P., Blatkne Holdings Il L.P., Blackstone
Holdings IV L.P. and Blackstone Holdings V L.P.,iahwe refer to collectively as “Blackstone HoldsmgWholly-owned subsidiaries of The
Blackstone Group L.P. are the sole general padheach of the Blackstone Holdings partnershipsoidingly, The Blackstone Group L.P.
operates and controls all of the business andraffdiBlackstone Holdings and, through Blackstomédihgs and its operating entity
subsidiaries, conducts our business. Through itdlydowned subsidiaries, The Blackstone Group h#s unilateral control over all of the
affairs and decision making of Blackstone Holdirgstthermore, the wholly-owned subsidiaries of Bheckstone Group L.P. cannot be
removed as the general partners of the Blackstaigiff)s partnerships without their approval. Beeaosr general partner, Blackstone Group
Management L.L.C., operates and controls the basioéThe Blackstone Group L.P., the board of dtimscand officers of our general partner
are accordingly responsible for all operational addhinistrative decisions of Blackstone Holdingd #re day-to-day management of
Blackstone Holdings’ business. Pursuant to thengaship agreements of the Blackstone Holdings peships, the wholly owned subsidiaries
of The Blackstone Group L.P. which are the gengaainers of those partnerships have the right teradene when distributions will be made
the partners of Blackstone Holdings and the amofiahy such distributions. If a distribution is batized, such distribution will be made to
partners of Blackstone Holdings pro rata in accocgawith the percentages of their respective pestie interests, except that The Blackstone
Group L.P.’s wholly-owned subsidiaries are entitlegbriority allocations of income through DecemBé&r 2009 as described under “Item 5.
Market for Registrant’s Common Equity, Related tadder Matters and Issuer Purchases of Equity I8&s1— Cash Distribution Policy.”

Each of the Blackstone Holdings partnerships hademical number of partnership units outstandarg we use the terms “Blackstone
Holdings Partnership Unit” or “partnership unitohBlackstone Holdings” to refer, collectively, &opartnership unit in each of the Blackstone
Holdings partnerships. The holders of partnershigsun Blackstone Holdings, including The BlackstdGroup L.P.’s wholly-owned
subsidiaries, will incur U.S. federal, state anchlancome taxes on their proportionate share gpfreat taxable income of Blackstone Holdings.
Net profits and net losses of Blackstone Holdingsgenerally be allocated to its partners (inchgliThe Blackstone Group L’s wholly-
owned subsidiaries) pro rata in accordance witlpt#reentages of their respective partnership isterexcept that The Blackstone Group LsP.’
wholly-owned subsidiaries will be entitled to pitgrallocations of income through December 31, 2868%lescribed under “ltem 5. Market for
Registrant’'s Common Equity, Related Stockholdertbtatand Issuer Purchases of Equity Securities—O#shbution Policy”. The
partnership agreements of the Blackstone Holdirgsprships provide for cash distributions, whiah nefer to as “tax
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distributions,” to the partners of such partnershifgghe wholly owned subsidiaries of The Black&dbroup L.P. which are the general partners
of the Blackstone Holdings partnerships deterntia the taxable income of the relevant partnerghiliive rise to taxable income for its
partners. Generally, these tax distributions areputed based on our estimate of the net taxab@aviemf the relevant partnership allocable to
a partner multiplied by an assumed tax rate equtd highest effective marginal combined U.S. fatjetate and local income tax rate
prescribed for an individual or corporate residaritlew York, New York (taking into account the ndeductibility of certain expenses and the
character of our income). Tax distributions are enadly to the extent all distributions from suchtparships for the relevant year are
insufficient to cover such tax liabilities.

Our pre-IPO owners received Blackstone Holdingsreaship Units in the reorganization in exchangettie contribution of their equity
interests in our operating subsidiaries to Blaakstbloldings. Subject to the vesting and minimurairetd ownership requirements and transfer
restrictions set forth in the partnership agreementhe Blackstone Holdings partnerships, thesseeship units may be exchanged for The
Blackstone Group L.P. common units as describe@ufietExchange Agreement” below. In addition, thad&dstone Holdings partnership
agreements authorize the wholly-owned subsidiari@$he Blackstone Group L.P. which are the gengaainers of those partnerships to issue
an unlimited number of additional partnership se@s of the Blackstone Holdings partnerships gitich designations, preferences, rights,
powers and duties that are different from, and tr&genior to, those applicable to the Blackstonklidgs partnerships units, and which may
be exchangeable for our common units.

See “Item 11. Executive Compensation—Narrative &mpnt to the Summary Compensation Table and thet&of Plan-Based
Awards in 2007—Terms of Blackstone Holdings Paghgr Units—Vesting Provisions” for a discussiorvesting provisions applicable to
Blackstone personnel in respect of the Blackstoolelidgs Partnership Units received by them in #mrganization
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and “—Minimum Retained Ownership Requirements arah3fer Restrictions for Existing Owners” for aalission of minimum retained
ownership requirements and transfer restrictioqdiegble to the Blackstone Holdings Partnershipt&lnfhe generally applicable vesting and
minimum retained ownership requirements and transfrictions are outlined in the sections refeeshin the preceding sentence. There may
be some different arrangements for some individuneé®me instances. In addition, we may waive thegairements and restrictions from time
to time.

In addition, substantially all of our expenses|uding substantially all expenses solely incurrgdbattributable to The Blackstone
Group L.P. such as expenses incurred in connewfittnthe IPO but not including obligations incurnedder the tax receivable agreement by
The Blackstone Group L.P.’s wholly-owned subsidiarincome tax expenses of The Blackstone Groupslwiolly-owned subsidiaries and
payments on indebtedness incurred by The BlacksBrsoap L.P.’s wholly-owned subsidiaries, are bdogeBlackstone Holdings.

Exchange Agreement

In connection with the reorganization and IPO, we=eed into an exchange agreement with the holafgrartnership units in Blackstone
Holdings (other than The Blackstone Group L.P.’®llyhowned subsidiaries). Under the exchange ages¢nsubject to the vesting and
minimum retained ownership requirements and transfrictions set forth in the partnership agreetsmef the Blackstone Holdings
partnerships, each such holder of Blackstone HgklPartnership Units (and certain transferees dfjfengay up to four times each year (sub
to the terms of the exchange agreement) exchaege fhartnership units for The Blackstone Group ¢ofmmon units on a one-for-one basis,
subject to customary conversion rate adjustmemtsgiits, unit distributions and reclassificatiotder the exchange agreement, to effect an
exchange a holder of partnership units in Blackstdoldings must simultaneously exchange one paieunit in each of the Blackstone
Holdings partnerships. As a holder exchanges asl&tone Holdings Partnership Units, The Blackst®rmup L.P.’s indirect interest in the
Blackstone Holdings partnerships will be correspogly increased.

Firm Use of Our Founders’ Private Aircraft

Mr. Schwarzman owns an airplane and Messrs. Scimearand Peterson jointly own a helicopter that gefor business purposes in
course of our operations. Messrs. Schwarzman atggidda paid for the purchase of these aircraft Hedwes and bear all operating, personnel
and maintenance costs associated with their operakhe hourly payments we made to Mr. Schwarznmaih\r. Peterson for such use were
based on current market rates for chartering priaicraft. We paid $1,412,912 to Mr. Schwarzmadf? for the use of his airplane and we
paid $234,225 to Mr. Schwarzman and Mr. Peters@00V for the use of their jointly-owned helicopter

Expense Reimbursements

Prior to our IPO, as a privately-owned firm we lacurred or made payments for certain personal esgegeon behalf of Messrs.
Schwarzman and Peterson, which expenses were neatbhy the executives. The maximum amounts owtstgrunder these arrangements in
2007 were $1,342,337 for Mr. Schwarzman and $4%54{68Mr. Peterson. All such amounts were repaidrgo the date we filed the
registration statement relating to our IPO and wdomger incur or make similar payments in respégtersonal expenses.
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Side-By-Side and Other Investment Transactions

Our directors and executive officers are permittethvest their own capital in side-by-side investits with our carry funds. Side-Ilsyde
investments are investments in portfolio companresther assets on generally the same terms arditioms as those investments made by the
applicable fund, except that these side-by-sidestments are not subject to management fees @ectémterest. In addition, our directors and
executive officers are permitted to invest theimawapital in our hedge funds, in some instanceissuigiect to management fees or carried
interest. These investment opportunities are aviailto all of our senior managing directors anthtese of our employees whom we have
determined to have a status that reasonably peasiits offer them these types of investments inglance with applicable laws. None of our
directors or executive officers received net disttions from Blackstone-managed investment vehidlgsg the year ended December 31,
2007.

Statement of Policy Regarding Transactions with Relted Persons

The board of directors of our general partner litopted a written statement of policy regarding seantions with related persons, which
we refer to as our “related person policy.” Ouatetl person policy requires that a “related pergas’defined as in paragraph (a) of Item 404
of Regulation S-K) must promptly disclose to théefhegal Officer of our general partner any “reldtperson transaction” (defined as any
transaction that is reportable by us under Item(@0df Regulation S-K in which we were or are toabgarticipant and the amount involved
exceeds $120,000 and in which any related persomhwill have a direct or indirect material intstieand all material facts with respect
thereto. The Chief Legal Officer will then promptigmmunicate that information to the board of divex of our general partner. No related
person transaction will be consummated withoutagyeroval or ratification of the board of directofsour general partner or any committee of
the board of directors consisting exclusively dinierested directors. It is our policy that diogstinterested in a related person transaction will
recuse themselves from any vote of a related pdraasaction in which they have an interest.

Indemnification of Directors and Officers

Under our partnership agreement, in most circunestamwe will indemnify the following persons, to tlulest extent permitted by law,
from and against all losses, claims, damages|itiabj joint or several, expenses (including lefg&ls and expenses), judgments, fines,
penalties, interest, settlements or other amowtsgeneral partner; any departing general parargr;person who is or was an affiliate of a
general partner or any departing general partmgrparson who is or was a member, partner, taxemsapiartner, officer, director, employee,
agent, fiduciary or trustee of us or our subsiéigrthe general partner or any departing genertiigreor any affiliate of us or our subsidiaries,
the general partner or any departing general paramg person who is or was serving at the reqofeatgeneral partner or any departing ger
partner or any affiliate of a general partner oy daparting general partner as an officer, dire&orployee, member, partner, agent, fiduciary
or trustee of another person; or any person detsdriay our general partner. We have agreed to geaviis indemnification unless there has
been a final and non-appealable judgment by a afwdmpetent jurisdiction determining that thesespns acted in bad faith or engaged in
fraud or willful misconduct. We have also agreegtovide this indemnification for criminal proceads. Any indemnification under these
provisions will only be out of our assets. Unlegsstherwise agrees, the general partner will ngbdarsonally liable for, or have any obligation
to contribute or loan funds or assets to us to lenabo effectuate, indemnification. We may pursdansurance against liabilities asserted
against and expenses incurred by persons for divities, regardless of whether we would have tbegr to indemnify the person against
liabilities under our partnership agreement.

We will also indemnify any of our employees whoguerally becomes subject to a “clawback” obligatowne of our investment funds
in respect of carried interest that we have recki$ee “Item 1. Business—Structure and Operatid@wflnvestment Funds—Incentive
Arrangements / Fee Structure”.
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Non-Competition and Non-Solicitation Agreements

In connection with our IPO, we have entered intma-competition and non-solicitation agreement \gilch of our professionals and
other senior employees, including each of our etkeewfficers. See “Iltem 11. Executive Compensatidion-Competition and Non-
Solicitation Agreements” for a description of thaterial terms of such agreements.

Director Independence

Because we are a publicly traded limited partnershie NYSE rules do not require our general pagr®sard to be made up of a
majority of independent directors. However, ourgyahpartner’s board of directors has three dimsotdho satisfy the independence and
financial literacy requirements of the NYSE and $eeurities and Exchange Commission (“SEC”). Thiseetors are Messrs. Mulroney,
Parrett and Rothschild. Based on all relevant fantscircumstances, our general partner’s boadire€tors affirmatively determined on
March 4, 2008 that the independent directors haveaterial relationship with us or our general part To assist it in making its independe
determinations, the board of directors of our gahgartner has adopted the following categoricahdards for relationships that are deeme:
to impair a director’s independence:

Under any circumstances, a director is not indepehid:
» the director is, or has been within the precedinmge years, employed by our general partner ¢

* an immediate family member of the director was expetl as an executive officer of our general pantmers within the precedir
three years

» the director, or an immediate family member of tia¢ctor, received within the preceding three gaaore than $100,000 in a
twelve-mouth period in direct compensation fromatber than director and committee fees and perwiather forms of deferred
compensation for prior service (provided such camspéon is not contingent in any way on continuevise);

» the director or an immediate family member of tia¢ctor is a current partner of a firm that is smternal or external auditor; tt
director is a current employee of such a firm;director has an immediate family member who israeu employee of such a firm
and who patrticipates in the firm’s audit, assuramcx compliance (but not tax planning) practiwethe director or an immediate
family member of that director was within the I#stee years (but is no longer) a partner or em@mfesuch a firm and personally
worked on our or a predeces’s audit within that time

» the director or an immediate family member is, as been within the preceding three years, emplagath executive officer «
another company where any of our general partpeesent executive officers at the same time seywssrved on such other
compan’s compensation committee;

» the director is a current employee, or an immedaatgly member is a current executive officer, afmnpany that has ma
payments to, or received payments from, us for gntypor services in an amount which, in any ofptheceding three fiscal years,
exceeds the greater of $1,000,000 or two percéfj (& the consolidated gross revenues of the abempany.

The following commercial or charitable relationshipill not be considered to be material relatiopshithat would impair a director’s
independence:

» if the director or an immediate family member ddtthirector serves as an executive officer, dinestdrustee of a charitable
organization, and our annual charitable contrimgito that organization (excluding contributionsusyunder any established
matching gift program) are less than the great&19g®00,000 or two percent (2%) of that organizédaonsolidated gross reven
in its most recent fiscal year; a

» if the director or an immediate family member ddttkdirector (or a company for which the directaves as a director or executive
officer) invests in or alongside of one or moredstment funds or investment companies managed by aisy of our subsidiaries,
whether or not fees or other incentive arrangemfentss or our subsidiaries are borne by the inrggterson
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ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The following table summarizes the aggregate feepriofessional services provided by Deloitte & Tloe, the member firms of

Deloitte & Touche Tohmatsu, and their respectifiaes (collectively, the “Deloitte Entities”) fahe year ended December 31, 2007.

1)

(2)

(3)
(4)

(5)

Blackstone

Corporate

Private

Initial Blackstone Equity and

Public
Blackstone Offering Funds Real Estate
(Dollars in Thousands)

Audit Fees $21,618(1)  $23,670(1)  $19,777(4) $ —
Audit-Related Fee $ 14750 $ — $ — $ 44,65(2)
Tax Fees $ 3,60((3) $ 4,87¢3) $22,39¢4) $ 17,0642)

Audit Fees consisted of fees for (i) the auditswf consolidated and combined financial statemi@ntsir Form -1 and Form 1-K

annual report and services attendant to, or redjlnye statute or regulation; (ii) reviews of théeinm condensed consolidated and
combined financial statements included in our aqririreports on Form 10-Q; (iii) comfort lettergnsents and other services related to
SEC and other regulatory filing

Audit-Related Fees included assurance servinegger and acquisition due diligence servicesigemlin connection with acquisitions of
portfolio companies for investment purposes pritgdd certain corporate private equity and reahtesfunds managed by Blackstone in
its capacity as the general partner. In additiosipiite & Touche provides audit, audit-related, &nd other services to the portfolio
companies, which are approved directly by the pbatfcompan’s management and are not included in the amouesepted hert

Tax Fees consisted of fees for services renderetdfccompliance and tax planning and advisoryisesv

Deloitte & Touche also provides audit and tar/&es to certain corporate private equity, reghte and other investment funds managed
by Blackstone in its capacity as the general parifige tax services provided consist primarilyaf tompliance and related servic
Consists primarily of assurance services relatédtésnal controls over financial reporting undexcgon 302 of the Sarbar-Oxley Act.

Our audit committee charter, which is availableoon website at www.blackstone.com under “InvestelaRons”, requires the audit

committee to approve in advance all audit and natitaelated services to be provided by our indeleen registered public accounting firm in
accordance with the audit and non-audit relatedices pre-approval policy. All services reportedhe Audit, Audit-Related, Tax and All
Other Fees categories above were approved by thiecammittee.
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PART IV
ITEM 15.
(@ The

EXHIBITS, FINANCIAL STATEMENT SCHEDULES
following documents are filed as part of tmsaal report

1. Financial Statemeni

See Item 8 above.

2.  Financial Statement Schedul

Sch

edules for which provision is made in the apfilie accounting regulations of the SEC are notiredwnder the related instructions

or are not applicable, and therefore have beentednit

3. Exh

Exhibit
Number

ibits:

Exhibit Description

3.1

3.2

10.1

10.2

10.3

10.4

10.5

Certificate of Limited Partnership of The BlackstoBroup L.P. (incorporated herein by referencexiilfit 3.1 to the Registra’s
Registration Statement on Forr-1 (File No. 33-141504) filed with the SEC on March 22, 20C

Amended and Restated Agreement of Limited Partiefhirhe Blackstone Group L.P. (incorporated hei®i reference to Exhib
3.1 to Form -K filed with the SEC on June 27, 200

Amended and Restated Limited Partnership AgreewieBtackstone Holdings | L.P., dated as of JuneZl®7, by and among
Blackstone Holdings I/l GP Inc. and the limitedp@rs of Blackstone Holdings | L.P. party ther@taorporated herein by referer
to Exhibit 10.1 to the Registrant’s Quarterly Repgmr Form 10-Q for the quarter ended June 30, 2B0& No. 00133551) filed with
the SEC on August 13, 200°

Amended and Restated Limited Partnership AgreewieBtackstone Holdings Il L.P., dated as of June2®7, by and amor
Blackstone Holdings I/ll GP Inc. and the limitedtp&rs of Blackstone Holdings Il L.P. party therétaorporated herein by
reference to Exhibit 10.2 to the Registrant’s QerdytReport on Form 10-Q for the quarter ended Bhe&007 (File No. 001-33551)
filed with the SEC on August 13, 200

Amended and Restated Limited Partnership AgreewfeBlackstone Holdings Il L.P., dated as of Augli8t 2007, by and amor
Blackstone Holdings Ill GP L.L.C. and the limitedrmers of Blackstone Holdings Il L.P. party theréincorporated herein by
reference to Exhibit 10.3 to the Registrant’s QerdytReport on Form 10-Q for the quarter ended 3007 (File No. 001-33551)
filed with the SEC on August 13, 200

Amended and Restated Limited Partnership AgreewieBlackstone Holdings IV L.P., dated as of June2®7, by and amor
Blackstone Holdings IV GP L.P. and the limited pars of Blackstone Holdings IV L.P. party therdtw¢rporated herein by
reference to Exhibit 10.4 to the Registrant’s QerdytReport on Form 10-Q for the quarter ended Bhe&007 (File No. 001-33551)
filed with the SEC on August 13, 200

Amended and Restated Limited Partnership AgreewfeBlackstone Holdings V L.P., dated as of June2l®7, by and amor
Blackstone Holdings V GP L.P. and the limited partnof Blackstone Holdings V L.P. party thereta¢rporated herein by referer
to Exhibit 10.5 to the Registrant’s Quarterly Repgmr Form 10-Q for the quarter ended June 30, 2B0& No. 00133551) filed with
the SEC on August 13, 200°
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10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

Tax Receivable Agreement, dated as of June 18,,280&nd among Blackstone Holdings I/ll GP Inca&stone Holdings | L.P
Blackstone Holdings Il L.P. and the limited parsef Blackstone Holdings | L.P. and Blackstone Htodg 11 L.P. party thereto
(incorporated herein by reference to Exhibit 1@.éhe Registrant’s Quarterly Report on Form 10-Xlie quarter ended June 30,
2007 (File No. 00-33551) filed with the SEC on August 13, 20C

Exchange Agreement, dated as of June 18, 2007, @it Blackstone Group L.P., Blackstone HoldingdM., Blackstone Holdinc
Il L.P., Blackstone Holdings Il L.P., Blackstoneldings IV L.P., Blackstone Holdings V L.P. and Blackstone Holdings Limited
Partners party thereto (incorporated herein byresfee to Exhibit 10.7 to the Registrant’s Quart&gport on Form 10-Q for the
quarter ended June 30, 2007 (File No.-33551) filed with the SEC on August 13, 20C

Registration Rights Agreement, dated as of Jun@Q@7 (incorporated herein by reference to ExHibBiB to the Registra’s
Quarterly Report on Form -Q for the quarter ended June 30, 2007 (File No-33551) filed with the SEC on August 13, 20C

2007 Equity Incentive Plan (incorporated hereirréfgrence to Exhibit 10.9 to the Registrant’s QerytReport on Form 10-Q for
the quarter ended June 30, 2007 (File No-33551) filed with the SEC on August 13, 20(

Founding Member Agreement of Stephen A. Schwarzated as of June 18, 2007, by and among Blacks$tofdings | L.P. and
Stephen A. Schwarzman (incorporated herein byeafar to Exhibit 10.10 to the Registrant’s Quart&gport on Form 10-Q for the
quarter ended June 30, 2007 (File No.-33551) filed with the SEC on August 13, 20C

Founding Member Agreement of Peter G. Petersoeddad of June 18, 2007, by and among Blackstondi¢ | L.P. and Peter (
Peterson (incorporated herein by reference to Hxhibl1 to the Registrant’s Quarterly Report omkd.0-Q for the quarter ended
June 30, 2007 (File No. 0-33551) filed with the SEC on August 13, 20C

Form of Senior Managing Director Agreement by amebag Blackstone Holdings | L.P. and each of thei@evWlanaging Directors
from time to time party thereto (incorporated hefey reference to Exhibit 10.12 to the RegistraRtgistration Statement on Form
S-1/A (File No. 333-141504) filed with the SEC amé 14, 2007). (Applicable to all executive offE@ther than Messrs.
Schwarzman and Peterso

Credit Agreement dated as of December 22, 2003 grBtatkstone Group Holdings L.P., JPMorgan Chas&Bas administrative
agent, and the lenders party thereto, as amend#utelirst Amendment dated as of February 1, 20@6tlae Second Amendment
dated as of April 26, 2007 (incorporated hereimdfgrence to Exhibit 10.13 to the Registrant’s Regtion Statement on Form1%A
(File No. 33:-141504) filed with the SEC on June 11, 20(

Third Amendment to Credit Agreement dated June00y, among Blackstone Group Holdings L.P., JPMo@Qhase Bank, as
administrative agent, and the lenders party the

Fourth Amendment to Credit Agreement dated Decer@p2007, among Blackstone Group Holdings L.P., dRjdn Chase Bank,
administrative agent, and the lenders party the

Letter Agreement between The Blackstone Group &nid.the Beijing Wonderful Investments Ltd dated N2&y 2007 (incorporate
herein by reference to Exhibit 10.12 to the Regidfs Registration Statement on Form S-1/A (File BIg3-141504) filed with the
SEC on June 4, 2007

The Blackstone Group L.P. Bonus Deferral P
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10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

Second Amended and Restated Limited Liability Conypagreement of BMA V L.L.C., dated as of May 3D, by and amon
Blackstone Holdings Il L.P. and certain member8bMA V L.L.C (incorporated herein by reference tghiibit 10.12 to the
Registrant’s Quarterly Report on Form 10-Q for dglo@rter ended June 30, 2007 (File No. 001-335%d fivith the SEC on
August 13, 2007)

Second Amended and Restated Agreement of Limitemh@&ahip of Blackstone Real Estate Management édiates Internatione

L.P., dated as of May 31, 2007, by and among BRiérhational (Cayman) Ltd. and certain limited pars (incorporated herein by
reference to Exhibit 10.13 to the Registrant’s @eréyr Report on Form 10-Q for the quarter endece3®, 2007 (File No. 001-
33551) filed with the SEC on August 13, 20C

Second Amended and Restated Agreement of Limitemh&rahip of Blackstone Real Estate Management datas International |
L.P., dated as of May 31, 2007, by and among BRi@rhational (Cayman) Il Ltd. and certain limitegrmers (incorporated herein
by reference to Exhibit 10.14 to the Registrantisa@erly Report on Form 10-Q for the quarter endig@ae 30, 2007 (File No. 001-
33551) filed with the SEC on August 13, 20C

Second Amended and Restated Limited Liability Conmypagreement of Blackstone Management Associates.IMC., dated as ¢
May 31, 2007, by and among Blackstone Holding& IR. and certain members of Blackstone Managemesbéiates IV L.L.C.
(incorporated herein by reference to Exhibit 1dd fhe Registrant’s Quarterly Report on Form 10e@tlie quarter ended June 30,
2007 (File No. 00-33551) filed with the SEC on August 13, 20C

Second Amended and Restated Limited Liability Conypagreement of Blackstone Mezzanine Management@iates L.L.C.
dated as of May 31, 2007, by and among Blackstaridiis 11l L.P. and certain members of Blackstdfezzanine Management
Associates L.L.C. (incorporated herein by refereiocExhibit 10.16 to the Registrant’s Quarterly Bepn Form 109 for the quarte
ended June 30, 2007 (File No. +33551) filed with the SEC on August 13, 20(

Second Amended and Restated Limited Liability Comypégreement of Blackstone Mezzanine Managemenoéiates Il L.L.C.,
dated as of May 31, 2007, by and among Blackstaridiis 11l L.P. and certain members of Blackstdiezzanine Management
Associates Il L.L.C. (incorporated herein by refereto Exhibit 10.17 to the Registrant’s Quarté&port on Form 10-Q for the
quarter ended June 30, 2007 (File No.-33551) filed with the SEC on August 13, 20C

Second Amended and Restated Limited Liability Conypagreement of BREA IV L.L.C., dated as of May 2D07, by and amor
Blackstone Holdings Il L.P. and certain member8BEA IV L.L.C. (incorporated herein by referenoceBxhibit 10.18 to the
Registrant’s Quarterly Report on Form 10-Q for do@rter ended June 30, 2007 (File No. 001-335%d fiith the SEC on August
13, 2007)

Second Amended and Restated Limited Liability Conypagreement of BREA V L.L.C., dated as of May 2007, by and among
Blackstone Holdings Ill L.P. and certain member8BfEA V L.L.C. (incorporated herein by referenceEixhibit 10.19 to the
Registrant’s Quarterly Report on Form 10-Q for duarter ended June 30, 2007 (File No. 001-335% fvith the SEC on August
13, 2007)

Second Amended and Restated Limited Liability Conypagreement of BREA VI L.L.C., dated as of May 2007, by and among
Blackstone Holdings Il L.P. and certain member8BEA VI L.L.C. (incorporated herein by referenceBxhibit 10.20 to the
Registrant’s Quarterly Report on Form 10-Q for do@rter ended June 30, 2007 (File No. 001-335%d fiith the SEC on August
13, 2007)

Second Amended and Restated Limited Liability Conypaégreement of Blackstone Communications Managemssociates |
L.L.C., dated as of May 31, 2007, by and among IBltane Holdings Ill L.P. and certain members ofdREtone Communications
Management Associates | L.L.C. (incorporated hebgineference to Exhibit 10.21 to the Registra@tisarterly Report on Form 10-
Q for the quarter ended June 30, 2007 (File No-33551) filed with the SEC on August 13, 20C
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21.1 Subsidiaries of the Registra

23.1 Consent of Deloitte & Touche LLI

24.1 Power of Attorney (included on signature pay

311 Certification of the Chief Executive Officer pursudo Rule 13-14(a).
31.2 Certification of the Chief Financial Officer pursudo Rule 13-14(a).

32.1 Certification of the Chief Executive Officer pursudo 18 U.S.C. Section 1350, as adopted pursoadection 906 of the Sarbanes-
Oxley Act of 2002 (furnished herewitt

32.2 Certification of the Chief Financial Officer pursuao 18 U.S.C. Section 1350, as adopted pursogdécttion 906 of the Sarbanes-
Oxley Act of 2002 (furnished herewitt
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SIGNATURE

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Regyidthas duly caused this report tc
signed on its behalf by the undersigned, therednlp authorized.

Date: March 11, 200

The Blackstone Group L.P.
By:  Blackstone Group Management L.L.C.,
its general partne

/s/ Michael A. Puglis
Name Michael A. Puglisi
Title: Chief Financial Officel

Each of the officers and directors of BlackstoneuprManagement L.L.C., the general partner of tegi®rant, whose signature
appears below, in so signing, also makes, constitaimd appoints each of Stephen A. Schwarzman,ltdari. James, Michael A. Puglisi and
Robert L. Friedman, and each of them, his truelawéul attorneys-infact, with full power and substitution, for him amy and all capacities,
execute and cause to be filed with the SEC anya#iraimendments to the Report on Form 10-K, withildhthereto and other documents
connected therewith and to perform any acts nepets®e done in order to file such documents, la@eby ratifies and confirms all that said
attorneys-in-fact or their substitute or substiutgay do or cause to be done by virtue hereof.

Pursuant to the requirements of the Exchange AtB84 this report has been signed below by thewviatlg persons on behalf of the
registrant and in the capacities on 11 day of Ma2€108.

Signature Title
/s/ Stephen A. Schwarzm Chief Executive Officer and Chairman of the Boafdoectors
Stephen A. Schwarzmz (Principal Executive Officer)
/sl Peter G. Peterst Director

Peter G. Petersc

/s/ Hamilton E. Jame Director
Hamilton E. Jame

/s/ J. Tomilson Hil Director
J. Tomilson Hill

/s/ Brian Mulroney Director
Brian Mulroney

/s/ Nathaniel Charles Jacob Rothschild Director
Nathaniel Charles Jacob Rothsct

/s/ William G. Parrett Director
William G. Parrett

/sl Michael A. Puglisi Chief Financial Officer
Michael A. Puglisi (Principal Financial Officer)
/s/ Dennis J. Walsh Principal Accounting Officer

Dennis J. Walsl (Principal Accounting Officer)
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Exhibit 10.14

THIRD AMENDMENT AND WAIVER dated as of June 11, 2D0
(this “ Amendment) to the Credit Agreement dated as of
December 22, 2003 (as amended by the First Amendeded as c
February 1, 2006, as amended by the Second Amendiaesd as ¢
April 26, 2007 and as further amended, supplementedherwise
modified from time to time, the “ Credit Agreeméhtamong
BLACKSTONE GROUP HOLDINGS L.P. (the “ Borrow#y, the
Lenders from time to time parties thereto and JPIM8@R CHASE
BANK, N.A. (as successor to JPMorgan Chase Bark), a
administrative agent for such Lenders (in such ciypahe
Administrative Agen”).

WHEREAS the Borrower has requested that the Len@gnsaive compliance with the provisions of theahdocuments to the extent
necessary to permit the initial public offeringgthlPQ”) of the shares of common stock of the Blackst@neup L.P. (the “ Issu€) as more
fully described in the Amendment No. 4 to the F@ri filed on June 11, 2007 by the Issuer with tB€ Sb) waive any inaccuracies in the
representations and warranties set forth in Articlef the Credit Agreement to the extent thattsimaccuracies result from the consummation
of the IPO, (c) waive compliance with paragraphstfeough (e) of Section 5.04, (d) waive compliaméth Section 5.10 of Article V and
Article VI of the Credit Agreement and (e) waivengaliance with any provision of the Loan Documeit$hte extent such provision requires
the existence of the Borrowing Base, in each aaseugh (and including) the Waiver Termination Déte defined below). The waivers
described to in this recital are referred to as‘th®0 Waivers'.

WHEREAS the Borrower has requested that the Lendersase the aggregate Commitments to $1,350,000,0
WHEREAS the Borrower has requested that the Guaraibe released from their obligations under thenLbocuments.

WHEREAS Blackstone Holdings | L.P., Blackstone Hotgs Il L.P., Blackstone Holdings Il L.P., Blackste Holdings IV L.P. and
Blackstone Holdings V L.P. (collectively, the “ NeBuarantors) have agreed to, jointly and severally, guaramagment of the Loan
Document Obligations.

WHEREAS the Borrower has requested that the Waieemination Date be the date that is 180 daysyiolig the consummation of the
IPO.

WHEREAS the Borrower, each of the Lenders and timifistrative Agent have agreed, on the terms ab{kst to the conditions set
forth herein, to amend the Credit Agreement andie&vabompliance with certain provisions of the Cre&diteement, all as set forth herein.

NOW, THEREFORE, in consideration of the above pem®iand other good and valuable consideratiometiept and sufficiency of
which are hereby acknowledged, the parties herettelly agree as follows:

SECTION 1. Defined Term&ach capitalized term used but not defined heteétl fave the meaning assigned to it in the Credit
Agreement (as amended hereby).

SECTION 2. Amendment to the Credit Agreemehffective as of the Third Amendment Effective ®éas defined below), the Credit
Agreement is hereby amended as follows:

(a) the definitions of “Audited Guarantor Entityhié “Guarantor” in Section 1.01 of the Credit Agresrhare deleted in their entirety and
each reference in the Loan Documents to such tésther than the references in Sections 3.05 arg{I3) @f the Credit Agreement, which st
be deleted) is replaced with a reference tc*New Guarantor”.




(b) the definitions in Section 1.01 of the Credgraement of the terms set forth below are amenaleglad in their entirety as follows:
“ Extended Loan Partiesmeans the Borrower and the New Guarantors.

(c) Section 1.01 of the Credit Agreement is amertdeatld definitions of the following terms in appriate alphabetical order:

“ New Guarantor$ means Blackstone Holdings | L.P., Blackstone Hajdii L.P., Blackstone Holdings IIl L.P., Blacksthloldings Iv
L.P., Blackstone Holdings V L.P. and any other Beithat is required to execute or executes a Sopieto the Guarantee Agreement
and the Indemnity, Subrogation and Contributionefgnent pursuant to Section 4(c) of the Third Amesinand Waiver.

“ New GuarantorsPartners Capital” shall mean, at any time, the combined consoldia@tners’ capital of the New Guarantors,
determined in accordance with GAAP.

“IPO " means the initial public offering of the sharédsommon stock of Blackstone Group L.P.

“ Recourse Indebtedne$sneans, of any Person, Indebtedness (other thagbledness which is non-recourse to such Perspn) fo
borrowed money of such Person which appears oteadsmsheet of such Person in accordance with GAAP.

“ Reorganization Dat& means the date on which the corporate reorgdnizaf the Blackstone companies will be consummated
preceding the IPO.

“ Third Amendment and Waivérmeans the Third Amendment and Waiver dated asiné 11, 2007 to this Agreement.

“ Third Amendment Effective Datémeans the first date on which the conditionsffeaiveness of the Third Amendment and Waiver
were satisfied in accordance with the terms thereof

“ Waiver Termination Daté means the date that is 180 days following thescommation of the IPO.

(d) Section 1.01 of the Credit Agreement is amenzeddding the following at the end of the defimitiof “Applicable Rate”:

Notwithstanding the foregoing, the Applicable Rsitall be determined in accordance with Categoyr 2hfe period from the
Reorganization Date to the Waiver Termination Date.

(e) Section 1.01 of the Credit Agreement is amerijedeleting the amount “$20,000,000” from the digibn of “Material Indebtedness”
and substituting therefor the amount “$100,000,000”

() Schedule 2.01 to the Credit Agreement is amdrideead in its entirety as set forth on Exhibihéreto.

(g) Section 3.06 of the Credit Agreement is amerimiedeleting the date “December 31, 2002” and suitisty therefor the words “the
Reorganization Date”.

(h) Section 3.11 of the Credit Agreement is amertdedeleting the phrase “which are subject to $ad5.02".

(i) Section 5.07 of the Credit Agreement is amenilpddding at the end thereof the phrase “; in easle subject to applicable
confidentiality agreements”.



(j) Article VIl of the Credit Agreement is amendby deleting from paragraph (i) the amount “$20,000;" and substituting therefore the
amount “$100,000,000".
(k) Article VIl of the Credit Agreement is amendey adding the following paragraph (m):
(m) On or prior to the Waiver Termination Date, themmitments shall not have been terminated antidhes and other amounts
outstanding hereunder shall not have been paidllin f

() Section 9.02(b) of the Credit Agreement is adezhby deleting the word “otjefore clause (v) and inserting the following a émd o
the first proviso:

“or (v) amend or otherwise modify, or waive an EvehDefault under paragraph (m) of Article VII Wwaut the written consent of
each Lender;”

SECTION 3. Release of Guarantd$fective as of the Reorganization Date, the Lesdgyree that each of the entities set fortlExinibit
B hereto is hereby released from its obligations @siarantor under the Loan Documents.

SECTION 4. Waiver of Certain Provisions; Interimv@oants
(a) Effective as of the Third Amendment Effectivat®, the Lenders agree to the IPO Waivers.

(b) Within five Business Days after consummatiornhaf IPO or 15 Business Days after the Third Amesninkffective Date, whichever
occurs first, the Borrower shall repay outstandingns, and shall reduce the aggregate Commitmsmthat after giving effect to such
repayment and reduction the aggregate principauamaf Loans and the aggregate Commitments shakxeeed $1,000,000,000.

(c) From and after the Third Amendment Effectivad)ahe Borrower shall not permit the total comblifRecourse Indebtedness of the
New Guarantors to exceed 100% of the total combiMea Guarantors Partn’ Capital at any time.

(d) Not later than November 30, 2007, the Borrostell deliver to the Administrative Agent the unéed consolidated balance sheet
consolidated statements of income and cash flovaafkstone Group L.P. showing the financial caoditof Blackstone Group L.P. and its
consolidated subsidiaries as of the close of #mafiquarter ending on September 30, 2007 ancethdts of its and its consolidated
subsidiaries’ operations during such fiscal quaaitet the then elapsed portion of the fiscal yeathg extent available), all certified by a
financial officer of Blackstone Group L.P. as faigresenting the financial condition and resultepérations of Blackstone Group L.P. on a
consolidated basis in accordance with GAAP consit@pplied, subject to normal year-end audit atijients and the absence of footnotes.

(e) During the period (from and including) the Th&Akmendment Effective Date through (and includitigd Waiver Termination Date, t
Borrower will cause, within 10 Business Days after organization of any newly created holding conypahich has substantially the same
function as the New Guarantors such newly creatédifig company to enter into the Guarantee Agre¢raed the Indemnity, Subrogation ¢
Contribution Agreement, in each case to the exaatgring into such agreement would not resultnmaderial adverse tax or legal consequel
to such newly created holding company or its affds.

(f) Each of the agreements, covenants and condisenforth in paragraphs (b), (c), (d) and (e)yahaill be deemed to be an agreement,
covenant or condition of or applicable to the Bareo under the Credit Agreement, and any failur¢heyBorrower to observe or perform any
such agreement, covenant or condition will give tsan Event of Default under paragraph (d) ofchetVil of the Credit Agreement.

(9) The amendments and waivers set forth in Sesthr, 5 and 6 of this Amendment will automaticatkpire and be of no force or
effect, with the same effect as if such amendmieatsnever been made or such waivers had nevergoeeted, and without the necessity of
any action by the Administrative Agent or any Lenam the Waiver Termination Date, except thatwithistanding the foregoing, the New
Guarantors shall continue to guarantee the Loarudeat Obligations after the Waiver Termination Date
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(h) The amendments and waivers set forth in Sest13, 4, 5 and 6 of this Amendment will autorredticexpire and be of no force or
effect, with the same effect as if such amendmieatsnever been made or such waivers had nevergoeeted, and without the necessity of
any action by the Administrative Agent or any Lendiethe IPO shall not have been consummated witlsi Business Days following the Th
Amendment Effective Date.

SECTION 5. Amendment to the Guarantee Agreenteffective as of the Third Amendment Effective Datee Guarantee Agreement is
hereby amended as follows:

(a) the first sentence of Section 19 of the Guammigreement is amended to read in its entirefplbmvs:
“Pursuant to Section 4(e) of the Third Amendmernt Waiver, certain newly created holding companiesraquired to enter into
this Agreement as a Guarantor on or prior to thme tset forth in Section 4(e) of the Third Amendmeamd Waiver.”

(b) the second sentence of recital C. of Annex théoGuarantee Agreement is amended to read émiiety as follows:
“Pursuant to Section 4(e) of the Third Amendment ®raiver, certain newly created holding companiesraquired to enter into
this Agreement as a Guarantor on or prior to thme tset forth in Section 4(e) of the Third Amendmeamd Waiver.”

SECTION 6. Amendment to the Indemnity, Subrogatiod Contribution Agreemen€Effective as of the Third Amendment Effective

Date, the Indemnity, Subrogation and Contributiggréement is hereby amended as follows:
(a) the first sentence of Section 12 of the Indéyni8ubrogation and Contribution Agreement is aneehttd read in its entirety as follov

“Pursuant to Section 4(e) of the Third Amendment ®raiver, certain newly created holding companiesraquired to enter into
this Agreement on or prior to the time set forttSiection 4(e) of the Third Amendment and Waiver.”

(b) the second sentence of recital C. of Annex théodndemnity, Subrogation and Contribution Agreetris amended to read in its
entirety as follows:

“Pursuant to Section 4(e) of the Third Amendment ®raiver, certain newly created holding companiesraquired to enter into
this Agreement as a Guarantor on or prior to thme tset forth in Section 4(e) of the Third Amendmeamd Waiver.”
SECTION 7. Representations and Warranflége Borrower hereby represents and warrants tAdmeinistrative Agent and the Lenders
that after giving effect hereto:

(a) this Amendment has been duly authorized, exelcand delivered by it, and each of this Amendraendtthe Credit Agreement as
amended hereby constitutes its legal, valid andibgobligation, enforceable against it in accorawith its terms;

(b) no Default or Event of Default has occurred endontinuing; and

(c) all representations and warranties of the Beerocontained in the Credit Agreement are true@mcdect in all material respects as of
the date hereof (except with respect to representaind warranties expressly made only as of dieedate, which representations were true
and correct in all material respects as of sucleealate, and except to the extent such represensaand warranties have been waived by the
Lenders in accordance with Section 4 hereof).



SECTION 8._EffectivenessThis Amendment shall become effective as of ttst dlate (the “ Third Amendment Effective D&jeon
which:

(a) the Administrative Agent shall have receivedrtterparts hereof duly executed and delivered byBibrrower and each of the Lend:

(b) the Administrative Agent shall have receivedtstavorable written opinions (addressed to the idstrative Agent and the Lenders
and dated the Third Amendment Effective Date) ofif&@on Thacher & Bartlett LLP, counsel for the Exiet Loan Parties, as it shall
reasonably request relating to this Amendment&harantee Agreement, the Indemnity, SubrogationGordribution Agreement, the
Extended Loan Parties and the transactions consgetphereby, all in form and substance reasonalbiyfactory to the Administrative Agent.
The Extended Loan Parties hereby request such ebtandeliver such opinions.

(c) the Administrative Agent shall have receivedrsdocuments and certificates as the Administraigent or its counsel may
reasonably request relating to the organizatioistexce and good standing of each Extended Loawy,Rlae authorization of this Amendment,
the Guarantee Agreement, the Indemnity, SubrogatimhContribution Agreement, and the transactiamemplated hereby and any other
legal matters relating to the Extended Loan PartiesLoan Documents or the transactions contemgbla¢reby, all in form and substance
reasonably satisfactory to the Administrative Agent

(d) the Administrative Agent (or its counsel) siadve received from each New Guarantor a counteopéine Supplement to the
Guarantee Agreement signed on behalf of such Neava®itor; and

(e) the Administrative Agent (or its counsel) shedlve received from each New Guarantor a countegpéne Supplement to the
Indemnity, Subrogation and Contribution Agreemegnesd on behalf of such New Guarantor.

SECTION 9. No Other Amendments; Confirmation

(a) Except as expressly set forth herein, this Adnggnt shall not by implication or otherwise limitpair, constitute a waiver of, or
otherwise affect the rights and remedies of the iistrative Agent or the Lenders under the Credjtéement or any other Loan Document,
and shall not alter, modify, amend or in any wdgetfany of the terms, conditions, obligations, ewants or agreements contained in the C
Agreement or any other Loan Document, all of whach ratified and affirmed in all respects and sbaiitinue in full force and effect. Nothing
herein shall be deemed to entitle any Extended IRaaty to a consent to, or a waiver, amendment,fination or other change of, any of the
terms, conditions, obligations, covenants or agergmcontained in the Credit Agreement or any dtle@an Document in similar or different
circumstances. This Amendment shall apply and feetfe only with respect to the provisions of thean Documents specifically referred to
herein. This Amendment shall constitute a Loan Doent.

(b) On and after the Third Amendment Effective Dat&ch reference in the Credit Agreement to “thgsement”, “hereunder”, “hereqf”
“herein” or words of like import, and each refererto the Credit Agreement in any other Loan Docunsrall be deemed a reference to the
Credit Agreement (as amended hereby).

SECTION 10. ExpensesThe Borrower agrees to reimburse the Administeafigent for its reasonable out-of-pocket expefirses
connection with this Amendment, including the rewsue fees, charges and disbursements of counsblefdddministrative Agent.
SECTION 11. Governing Law; Counterparts

(a) This Amendment and the rights and obligatiointhe parties hereto shall be governed by, andtoged and interpreted in accordance
with, the laws of the State of New York.




(b) This Amendment may be executed by one or mbtieeoparties to this Amendment on any number pasgte counterparts, and all of
such counterparts taken together shall be deemeshititute one and the same instrument. This Amemd may be delivered by facsimile
transmission or other electronic imaging mean$efrelevant signature pages hereof.

SECTION 12, Headingd'he headings of this Amendment are for purposesfefence only and shall not limit or otherwiseeatfthe
meaning hereof.

IN WITNESS WHEREOF, the parties hereto have catisisdThird Amendment and Waiver to be duly executed delivered by their
duly authorized officers as of the day and yeat fibove written.

BLACKSTONE GROUP HOLDINGS L.P
by Blackstone Group Holdings L.L.C.
its General Partne

/s/ Stephen A. Schwarzm:
Name Stephen A. Schwarzm:
Title: Chairman and Chief Executive Offic

JPMORGAN CHASE BANK, N.A. as Administrative
Agent and a Lende

by /s/Riva L. Brand
Name Riva L. Brandi
Title: Executive Directo

To approve this Amendment:
NAME OF INSTITUTION:
CREDIT SUISSE, CAYMAN ISLANDS BRANCF

by  /s/ Alain Daoust
Name Alain Daoust
Title: Director

by /s/ Denise L. Alvare,
Name Denise L. Alvare:
Title: Associate

Name of Institution
Bank of America, N.A

by  /s/ David H. Stricker
Name David H. Stricker
Title: Senior Vice Presidetr

Name of Institution
Citicorp North America Inc

by  /s/ Alex Duka
Name Alex Duka
Title: Managing Directo




Lender

JPMorgan Chase Bank, N.A. (as successor to JPMd@base Bank
Credit Suisst

Bank of America, N.A

Citicorp North America Inc

Deutsche Bank Trust Company Amerit

The Royal Bank of Scotland PL

UBS Loan Finance LL(

Released Entities

Blackstone Alternative Asset Management L.P.
Blackstone Management Partners L.L.C.
Blackstone Management Partners Il L.L.C.
Blackstone Management Partners IV L.L.C.

Name of Institution
Deutsche Bank Trust Company Amerit

by /s/ Susan LeFevre
Name Susan LeFevr
Title: Director

by  /s/ Evelyn Thierry
Name Evelyn Thierry
Title: Vice Presiden

Name of Institution
Greenwich Capital Markets, Inc.,
as agent for the Royal Bank of Scotland

by /s/ Fergus Sma
Name Fergus Smai
Title: Vice Presiden

Name of Institution
UBS Loan Finance LL(

by /s/ Richard L. Tavrov
Name Richard L. Tavrow
Title: Director, Banking Products Services,

by  /s/ David B. Julie

Name David B. Julie

Title: Associate Director, Banking Products Services,
us

EXHIBIT A
SCHEDULE 2.0.

Commitment

288,000,00
202,500,00
202,500,00
202,500,00
202,500,00
126,000,00
126,000,00

1,350,000,00

AR A B AP HPH

EXHIBIT B



Blackstone Communications Advisors | L.L.C.
BRE Advisors Il L.L.C.

BRE Advisors IV L.L.C.

BRE Advisors International L.L.C.

BMEZ Advisors L.L.C.

BCLO Advisors L.L.C.

Blackstone H.F. Associates L.L.C.
Blackstone H.F. Advisors L.P.

BMEZ Advisors Il L.L.C.

BRE Advisors International Il L.L.C.
Blackstone Management Partners V L.L.C
BRE Advisors V L.L.C.

Blackstone DD Advisors L.L.C.
Blackstone DD Associates L.L.C.



Exhibit 10.15

FOURTH AMENDMENT, dated as of December 3, 20074"
Amendment’), to the CREDIT AGREEMENT dated as of
December 22, 2003 (as amended by the First Amenidde¢ed as ¢
February 1, 2006, as amended by the Second Amendfatesd as ¢
April 26, 2007, as amended by the Third Amendment\Waiver
dated as of June 11, 2007 and as further amendgplesnented or
otherwise modified from time to time, the “ Credigreement’),
among BLACKSTONE GROUP HOLDINGS L.P. (the “ Borrowe
"), the Lenders from time to time parties theretd dPMORGAN
CHASE BANK, N.A. (as successor to JPMorgan ChasekBas
administrative agent for such Lenders (in such ciypahe
Administrative Agen”).

WITNESSETH:

WHEREAS, the Lenders have agreed to extend credlitet Borrower on the terms and subject to the itiond set forth in the Credit
Agreement; and

WHEREAS, the Borrower has requested that the Lenaierend the Credit Agreement to extend the Waieemination Date to June 20,
2008.

NOW, THEREFORE, in consideration of the above peamiand other good and valuable consideratiomettegpt and sufficiency of
which are hereby acknowledged, the parties heretebly agree as follows:

SECTION 1. Defined TermsEach capitalized term used but not defined hgiratuding in the recitals hereto) shall have itiganing
assigned to it in the Credit Agreement.

SECTION 2. Amendment to the Credit Agreemehffective as of the Fourth Amendment Effectivead®@s defined below), the Credit
Agreement is hereby amended as follows:

(a) the definition in Section 1.01 of the CreditrAgment of the term set forth below is amendeeaal in its entirety as follows:

“ Waiver Termination Daté means June 20, 2008.

(b) Section 1.01 of the Credit Agreement is amertdeatld the definition of the following term in appriate alphabetical order:

“ Fourth Amendment Effective Datemeans the date on which the Administrative Agamll have received duly executed counterparts
hereof which, when taken together, bear the auwbdrsignatures of the Borrower and each Lender.

(c) Section 3.06 of the Credit Agreement is amertgedeleting the phrase “in each case”.

(d) Article VII of the Credit Agreement is amendeyldeleting from clause (iii) of paragraph (h) therds “any Subsidiary” and
substituting therefor the phrase “any other Extelndean Party”.

SECTION 3. Interim Covenants

(a) Not later than April 5, 2008, the Borrower shliver to the Administrative Agent the annuatided consolidated balance sheet and
consolidated statements of income and cash flovihefBlackstone Group L.P. showing the financialditon of The Blackstone Group L.P.
and its consolidated subsidiaries as of the clésledfiscal year ending on December 31, 2007 hadésults of its and its consolidated
subsidiarie’ operations durin




such year, all audited by Deloitte & Touche LLPotier independent public accountants of recognieihnal standing and accompanied by
an opinion of such accountants (which shall nogjlo@ified in any material respect other than wéhpect to consistency due to changes in
GAAP) to the effect that such consolidated finahsfatements fairly present the financial conditéord results of operations of The Blackstone
Group L.P. on a consolidated basis in accordante @MAAP consistently applied.

(b) Within 50 days after the end of the fiscal deaof the Borrower ending March 31, 2008, the Bater shall deliver to the
Administrative Agent the unaudited consolidatechhak sheet and consolidated statements of incotheasi flows of The Blackstone Group
L.P. showing the financial condition of The Blaakst Group L.P. and its consolidated subsidiariexf #se close of such fiscal quarter and the
results of its and its consolidated subsidiariggrations during such fiscal quarter, all certifigda financial officer of The Blackstone Group
L.P. as fairly presenting the financial conditiardaesults of operations of The Blackstone Group bn a consolidated basis in accordance
with GAAP consistently applied, subject to normahy-end audit adjustments and the absence of festno

SECTION 4. Representations, Warranties and Agretsndime Borrower hereby represents and warrantsetd\tministrative Agent ar
the Lenders that after giving effect hereto:

(a) this Amendment has been duly authorized, exelcaind delivered by the Borrower, and each ofAhi€ndment and the Credit
Agreement (as amended hereby), constitutes it$, fegiedd and binding obligation, enforceable agaih accordance with its terms, except as
enforceability may be limited by applicable bankayp insolvency, reorganization, moratorium or $émlaws affecting creditors’ rights
generally and by general principles of equity (retgss of whether enforcement is sought in a prtiogein equity or at law);

(b) no Default or Event of Default has occurred endontinuing; and

(c) all representations and warranties of the Beerocontained in the Credit Agreement are true@mdect in all material respects as of
the date hereof (except with respect to representaind warranties expressly made only as of dieedate, which representations were true
and correct in all material respects as of sucheealate, and except to the extent such represensaand warranties have been waived by the
Lenders in accordance with Section 4 of the Thidefdment and Waiver).

SECTION 5. EffectivenessThis Amendment shall become effective as of its date (the “ Fourth Amendment Effective Dgten
which:

(a) the Administrative Agent shall have receivetydixecuted counterparts hereof which, when takgether, bear the authorized
signatures of the Borrower and each Lender; and

(b) the Administrative Agent shall have receivedmterparts of the Reaffirmation Agreement in therfcet forth on Exhibit Aereto
duly executed and delivered by the Borrower andh &&w Guarantor.

SECTION 6. No Other Amendments; Confirmatidia) Except as expressly set forth herein, thissAdment shall not by implication or
otherwise limit, impair, constitute a waiver of,aherwise affect the rights and remedies of theniistrative Agent or the Lenders under the
Credit Agreement or any other Loan Document, ardl slot alter, modify, amend or in any way affenyaf the terms, conditions, obligatiol
covenants or agreements contained in the Crediekgent or any other Loan Document, all of whichratidied and affirmed in all respects
and shall continue in full force and effect. Nothimerein shall be deemed to entitle any ExtendezhRarty to a consent to, or waiver,
amendment, modification or other change of, anthefterms, conditions, obligations, covenants oe@gents contained in the Credit
Agreement or any other Loan Document in similadifferent circumstances. This Amendment shall agpigt be effective only with respect to
the provisions of the Credit Agreement specificaiferred to herein, and only to the extent spedifierein. This Amendment shall constitute a
Loan Document.

(b) On and after the Fourth Amendment EffectivedDatich reference in the Credit Agreement to ‘Algeeement”, “hereunder”,
“hereof”, “herein” or words of like import, and daceference to the Credit Agreement in any othem_bDocument, shall be deemed to be a
reference to the Credit Agreement (as amended yereb



SECTION 7. Applicable Law (a) This Amendment and the rights and obligatiofithe parties hereto shall be governed by, and
construed and interpreted in accordance with,ates lof the State of New York.

(b) This Amendment may be executed in countergmrisne or more of the parties to this Amendmenaimynnumber of separate
counterparts, and all of such counterparts takgeth®r shall be deemed to constitute a singleunmstnt. Delivery of an executed counterpa
a signature page of this Amendment by telecopyemti®nic image scan shall be effective as delivdrg manually executed counterpart
hereof.

SECTION 8. ExpensesThe Borrower agrees to reimburse the Administeafigent for its reasonable out-of-pocket expeirses
connection with this Amendment, including the rewsde fees, charges and disbursements of counsilefddministrative Agent.

SECTION 9. HeadingsThe headings of this Amendment are for purpo$esference only and shall not limit or otherwidk=et the
meaning thereof.

IN WITNESS WHEREOF, the parties hereto have catisisdAmendment to be duly executed by their respectuthorized officers as of the
date first above written.

BLACKSTONE GROUP HOLDINGS L.P
by:  Blackstone Group Holdings L.L.C., its General
Partnet

/s/ Hamilton E. James
Name: Hamilton E. Jame
Title: Presiden

JPMORGAN CHASE BANK, N.A,, as
Administrative Agent and a Lende

by:  /s/Riva L. Brandt
Name: Riva L. Brandi
Title: Executive Directo

To approve this Amendment:
Name of Institution
Credit Suisse, Cayman Islands Brai

by /sl Alain Daous
Name: Alain Daousl
Title: Director

by /s/ Denise L. Alvare;
Name: Denise L. Alvare:
Title: Associate

Name of Institution
Bank of America, N.A

by /sl David H. Stricker
Name: David H. Stricker
Title: Senior Vice Presidel




Name of Institution
Citicorp North America, Inc.

by /sl Alexander F. Duka

Name: Alexander F. Duki
Title: Managing Directo

Name of Institution
Deutsche Bank Trust Company Amerit

by /s/ Susan L. LeFevre

Name: Susan L. LeFevr
Title: Director

/sl Omayra Laucella

Name: Omayra Laucell;
Title: Vice Presiden

Name of Institution
Greenwich Capital Markets, Inc., as agent for
The Royal Bank of Scotland p

by /s/ Diane Fergusao

Name: Diane Ferguso
Title: Managing Directo

Name of Institution
UBS Loan Finance LL(

by /s/ David B. Julie

Name: David B. Julie
Title: Associate Directo

/sl Irja R. Otsa

Name: Irja R. Otse
Title: Associate Directo



EXHIBIT A

[FORM OF] REAFFIRMATION AGREEMENT dated as of
December [ ], 2007 (as amended, supplemented erwite
modified from time to time, this “ Agreemefjt among the
Borrower, the New Guarantors (together with therBeer, the “
Reaffirming Partie$) and JPMorgan Chase Bank, N.A. (as
successor to JPMorgan Chase Bank), as adminigtragent for the
Lenders under the Credit Agreement (in such capati¢ “
Administrative Agen”).

WHEREAS, the Borrower, the Lenders and the Admiatte Agent have entered into the Fourth Amendrdated as of the date hereof
to the Credit Agreement (the “ Fourth Amendm@rand, on the terms and subject to the conditeetsorth therein, have agreed to amend the
Credit Agreement as set forth in the Fourth Amename

WHEREAS, each of the Reaffirming Parties is pastpme or more of the Loan Documents;
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WHEREAS, each Reaffirming Party expects to realizdhas realized, substantial direct and indirectdfits as a result of the Fourth
Amendment becoming effective; and

WHEREAS, the execution and delivery of this Agreetrie a condition precedent to the effectiveneshefFourth Amendment;

NOW, THEREFORE, in consideration of the above pem®iand other good and valuable consideratiometiept and sufficiency of
which are hereby acknowledged, the parties heretebly agree as follows:

SECTION 1. Defined TermsEach capitalized term used but not defined heieegiuding in the recitals hereto) shall have tieaning
assigned to it in the Credit Agreement.

SECTION 2. Reaffirmation Each of the Reaffirming Parties hereby (a) cotssenthe Fourth Amendment and the transactions
contemplated thereby and (b) confirms its guaranéee other obligations, as applicable, under e&tte Loan Documents to which it is pa
and agrees that, notwithstanding the effectivenétise Fourth Amendment, such guarantees and oftfigrations shall continue to be in full
force and effect and shall accrue to the benefibefLenders and the Administrative Agent (as ¢oedin its own right and not as representative
of the Lenders), as the case may be. Each of thiReing Parties further agrees to take any actiwi may be required or that is reasonably
requested by the Administrative Agent to effectplheposes of the Loan Documents and hereby reaffitsrobligations under each similar
provision of each Loan Document to which it is part

SECTION 3. Representations and WarrantiEach Reaffirming Party hereby represents andamsy which representations and
warranties shall survive execution and deliveryhigs Agreement, as follows:

(a) each Reaffirming Party has taken all necesaetign to authorize the execution, delivery andqrerance by it of this Agreement.
Each Reaffirming Party has duly authorized, exetated delivered this Agreement, and this Agreernenstitutes its legal, valid and binding
obligation, enforceable against it in accordandh \ts terms, except as enforceability may be kahiby applicable bankruptcy, insolvency,
reorganization, moratorium or similar laws affegticreditors’ rights generally and by general piites of equity (regardless of whether
enforcement is sought in a proceeding in equitgtdaw);

(b) no Default or Event of Default has occurred ancontinuing; and

(c) the representations and warranties of eachfiReafg Party contained in each Loan Document awe &ind correct in all material
respects with the same effect as though made odetiechereof (except with respect to representatima warranties expressly made only as of
an earlier date, which representations and wagantere true and correct in all material respextsf such earlier date, and except to the e
such representations and warranties have beenavawthe Lenders in accordance with Section 4 effthird Amendment and Waiver).

SECTION 4. Notices All notices hereunder shall be given in accor@anith Section 9.01 of the Credit Agreement; predthat, for
this purpose, the address of each Reaffirming Pyl be the one specified for the Borrower urterCredit Agreement.

SECTION 5. Loan DocumentThis Agreement is a Loan Document executed puatdoahe Credit Agreement and shall (unless
otherwise expressly indicated herein) be constraddhinistered and applied in accordance with thageand provisions thereof.

SECTION 6. Effectiveness; Counterparihis Agreement shall become effective on the dédtten (a) copies hereof which, when taken
together, bear the signatures of each of the LeatieR set forth on the signature pages heretdrenddministrative Agent shall have been
received by the Administrative Agent (or its codps@d (b) the Fourth Amendment has become effedtivaccordance with its terms. This
Agreement may not be amended nor may any provisoeof be waived except pursuant to a writing sigmgeach of the parties hereto. This
Agreement may be executed in two or more countexpaach of which shall constitute an original &libf which when taken together shall
constitute but one contract. Delivery of an exeduteunterpart of a signature page of this Agreerbgnelecopy shall be effective as delivery
of a manually executed counterpart of this Agredmen
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SECTION 7._No Novation This Agreement shall not extinguish the obligasidor the payment of money outstanding under tteeliC
Agreement. Nothing herein contained shall be coestias a substitution or novation of the obligationtstanding under the Credit Agreement
or instruments securing the same, if any, whictl semain in full force and effect, except to amgtent modified hereby or by instruments
executed concurrently herewith. Nothing impliedhis Agreement or in any other document contemglatreby shall be construed as a
release or other discharge of any Loan Party uadgioan Document from any of its obligations aiadiilities under the Credit Agreement or
the other Loan Documents. Each of the Credit Ageserand the other Loan Documents shall remainliidice and effect.

SECTION 8. Governing LawThis agreement and the rights and obligationtb®fparties hereto shall be governed by, and asedtand
interpreted in accordance with, the laws of theeSté New York.

SECTION 9. No AmendmentdNo amendments to any Loan Document are intendegbly and all provisions of each Loan Documer
and shall remain in full force and effect. The egmntations, warranties and agreements contaimeshfshall for all purposes of the Credit
Agreement be deemed to be set forth in the Cregliedment.

SECTION 10. HeadingsThe headings of this Agreement are for purpo$esference only and shall not limit or otherwiggeet the
meaning thereof.

IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be duly executed and deliverethby duly authorized
officers as of the day and year first above written

BLACKSTONE GROUP HOLDINGS L.P
by Blackstone Group Holdings L.L.C.,
its General Partne

by
Name:
Title:

BLACKSTONE HOLDINGS | L.P.,

as a New Guarantc

by BLACKSTONE HOLDINGS I/ll GP INC.,
its General Partne

by
Name:
Title:

BLACKSTONE HOLDINGS Il L.P.,

as a New Guarantc

by BLACKSTONE HOLDINGS I/ll GP INC.,
its General Partne

by
Name:
Title:

BLACKSTONE HOLDINGS Il L.P.,

as a New Guarantc

by BLACKSTONE HOLDINGS Il GP
MANAGEMENT L.L.C., its General Partn¢

by
Name:
Title:
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BLACKSTONE HOLDINGS Il L.P.,
as a New Guarantc

by

by

BLACKSTONE HOLDINGS Ill GP L.P.,
its General Partne

BLACKSTONE HOLDINGS Ill GP
MANAGEMENT L.L.C., its General Partn¢

by

Name:
Title:

BLACKSTONE HOLDINGS IV L.P.,
as a New Guarantc

by

by

BLACKSTONE HOLDINGS IV GP L.P.
its General Partne

BLACKSTONE HOLDINGS IV GP
MANAGEMENT L.L.C., its General Partn¢

by

Name:
Title:

BLACKSTONE HOLDINGS V L.P.,
as a New Guarantc

by

BLACKSTONE HOLDINGS V GP L.P.
its General Partne

by BLACKSTONE HOLDINGS V GP
MANAGEMENT (DELAWARE) L.P.,
its General Partne

by BLACKSTONE HOLDINGS V

GP MANAGEMENT L.L.C.,
its general Partne

by

Name:
Title:

JPMORGAN CHASE BANK, N.A.,,
individually and as Administrative Ager

by
Name:
Title:




Exhibit 10.17

THE BLACKSTONE GROUP L.P.
BONUS DEFERRAL PLAN
Purpose

The Blackstone Group L.P. (“ Blackstofjehereby adopts The Blackstone Group L.P. Bonuteal Plan (the “ Plaf), a new deferred
compensation plan for certain eligible employeeBlatkstone and certain of its affiliates in ortleprovide such eligible employees with a
pre-tax deferred incentive compensation opportuanity thereby enhance the alignment of interestgdmat such eligible employees and
Blackstone and its affiliates.

ARTICLE I.
DEFINITIONS

As used herein, the following terms have the megmaet forth below.

“ Affiliated Employer” means, except as provided under Section 409A®fXode and the regulations promulgated thereuadgr,
company or other entity that is related to Blackst{including Blackstone Administrative ServicestRarship L.P.) as a member of a
controlled group of corporations in accordance @#ttion 414(b) of the Code or as a trade or basinader common control in accordance
with Section 414(c) of the Code.

“ Annual Bonus’ means the annual bonus awarded to a Participéhtrespect to a given Fiscal Year under the applie annual bonus
plan (as designated by the Plan Administratorsrsdtle discretion); providetiat a Participant’s Annual Bonus for purposesh&f Plan shall
exclude any bonus or other amount, the paymenthafiwhas been guaranteed or promised to the Reticat any time prior to the Annual
Bonus Notification Date pursuant to any agreemgaf), program or other arrangement between théciant and the Firm (a* Guaranteed
Bonus”) unlessthe document evidencing the Guaranteed Bonus esipneovides for the deferral of all or a specifigaition of such
Guaranteed Bonus, in which case such deferraloedur pursuant to the terms and conditions set farsuch document. Notwithstanding the
foregoing, if the Plan Administrator determinestttee deferral under the Plan of a Participant'sa@nteed Bonus likely would result in the
imposition of tax or penalties under Section 4094he Code, the Participant’s Annual Bonus shatllede such Guaranteed Bonus.

“ Annual Bonus Notification Dat& means the date on which the Firm notifies a Bgudint of the amount of such Participant’s Annual
Bonus (if any) for the relevant Fiscal Year.

“ BHP Units” means units, each of which consists of one paship unit in each of Blackstone Holdings | L.Plagkstone Holdings Il
L.P., Blackstone Holdings Ill L.P., Blackstone Hiolgls IV L.P. and Blackstone Holdings V L.P., whimte available for issuance under the
Equity Incentive Plan.

“ Board” means the board of directors of Blackstone Grilgmagement L.L.C., a Delaware limited liability cpamy and the general
partner of Blackstone.

“ Bonus Deferral Amount has the meaning set forth in Section 3.01(a).

“ Bonus Deferral Unit has the meaning set forth in Section 3.01(c).

“ Cause,” with respect to a Participant, has the meangtdarth in the Employment Agreement to which sielrticipant is a party.

“ Change in Control means, with respect to the Firm, a “change ofte@hwithin the meaning of Section 409A of the Goand the
regulations and Internal Revenue Service guidanm@plgated thereunde



“ Code” means the Internal Revenue Code of 1986, as aetend

“ Common Units’ means the publicly-traded common units represgriimited partnership interests of Blackstone viatace available
for issuance under the Equity Incentive Plan.

“ Competitive Busines%has the meaning set forth in the Employment Agreet to which such Participant is a party.

“ Deferral Amount’ has the meaning set forth in Section 3.01(b).
“ Deferral Unit” has the meaning set forth in Section 3.01(b).
“ Disability " has the meaning as provided under Section 4092Y@)(i) of the Code.

“ Employment Agreemeritmeans, with respect to a Participant, the CotittgdEmployment Agreement (including Schedule Ar¢he)
or, with respect to a Participant who is a Senianilging Director, the Senior Managing Director Agment (including Schedule A thereto), as
applicable, to which such Participant is a party.

“ Equity Incentive Plarf means The Blackstone Group L.P. 2007 Equity ItigerPlan or such other plan as the Plan Admirtistranay
designate in its sole discretion.

“ Fair Market Value’ shall have the meaning given to such term inEhQaity Incentive Plan; provided that, with respieca Unit other
than a Common Unit, if the fair market value offlslunit cannot reasonably be determined pursuattitetdoregoing definition, the Fair Market
Value of such Unit shall be the value thereof agmieined pursuant to a valuation made by the PldmiAistrator in good faith and based uy
a reasonable valuation method.

“ Firm " means Blackstone and each Participating Emplépelividually or collectively as the context reces).
“ Fiscal Year’ means the fiscal year of Blackstone.

“ Investment Daté means the date on which a Participant becométiezhto payment of his or her Annual Bonus (exahgdany portion
thereof that is being deferred pursuant to this Blaany other agreement, plan, program or arrapgébetween the Participant and the Firm)
for the relevant Fiscal Year and such ParticipaBtaus Deferral Amount and Premium Amount are dekimeested in Units in accordance
with Section 3.01(c).

“ Participant” means a participant selected by the Plan Admigist in accordance with Section 2.01 hereof.

“ Participating Employef means Blackstone and each Affiliated Employerd@ision or unit of an Affiliated Employer) that i
designated as a “Participating Employer” by thenFAa@ministrator and which adopts this Plan.

“ Payment Daté shall have the meaning given to such term in i8ad3.01.

“ Person” means any individual, partnership, corporatiamjtied liability company, unincorporated organimat; trust, joint venture or
enterprise or a governmental agency or politicatistision thereof.

“ Plan Account’ has the meaning given to such term in Sectiod(@)0

“ Plan Administratof” means the Board or the committee or subcommite@dtfi to whom the Board delegates authority to adtar the
Plan, or such other person or persons as the Boaydappoint for such purpose from time to tii




“ Premium Amount’ has the meaning set forth in Section 3.01(b).

“ Premium Unit” has the meaning set forth in Section 3.01(c).

“ Retirement’ means the retirement of a Participant from hiser employment with the Firm after (i) the Papant has reached age
sixty-five (65) and has at least five (5) full ysaf service with the Firm or (ii) (A) the Partiaipt's age plus years of service with the Firm
totals at least sixt§ive (65), (B) the Participant has reached agg {fi0) and (C) the Participant has had a minimurivef (5) years of servic
provided, however, that no Participant will be eligible fRetirement prior to June 30, 2010.

“ Units " means Common Units, BHP Units or other securitissdetermined by the Plan Administrator purst@section 5.01.
“Vesting Date” has the meanings set forth in Sections 4.03(61.@) and 6.01(qg).
“Vesting Period’ has the meaning set forth in Section 4.03(c).
ARTICLE II.
PLAN PARTICIPATION

Section 2.01 Plan Participatiofcach Fiscal Year, prior to the Annual Bonus Naogifion Date for such Fiscal year but in no evater
than (a) December 21, 2007, with respect to Figear 2007 and (b) December 1 of such Fiscal Yedh, rgspect to all subsequent Fiscal
Years, the Plan Administrator, in its sole disametiwill select Participants from among the empésyef the Participating Employers and will
notify such employees that they have been selgotpdrticipate in the Plan for such Fiscal Year.

ARTICLE IlI.
DEFERRALS

Section 3.01 Bonus and Premium Award Deferrals

(a) With respect to a given Fiscal Year, each Biggnt selected to participate in the Plan in adaoce with Section 2.01 hereof shall be
required, immediately prior to the Investment Dadegefer a portion of his or her Annual Bonusgach Fiscal Year (his or her “ Bonus
Deferral Amount’) calculated as follows:

Effective Deferral Rate for
Marginal Deferral Rate

Portion of Annual Bonus Applicable to Such Portior Entire Annual Bonus*
$0- 100,000 0% 0%
$100,001- 200,000 15% 7.5%
$200,001- 500,000 20% 15%
$500,001- 750,000 25% 18.3%
$750,001- 2,000,00C 35% 28.8%
$2,000,002- 5,000,00C 40% 35.5%
$5,000,000 - 45% 38.7%**

* Effective Deferral Rates are shown for illustratpuigposes only and are based on an Annual Bonud &gthe maximum amount in tl
range shown in the far left colurr
**  Effective Deferral Rate of 38.7% is shown for ith@ive purposes only and is based on an AnnualBequal to $7,500,00

Notwithstanding the foregoing: (i) if a Particip’s Annual Bonus includes a Guaranteed Bonus, sacficipant’'s Bonus Deferral Amount
shall be equal to (x) the portion of the Guarant®edus which the document evidencing the GuararBaeais states will be deferred, plus
(y) a portion of the amount (if any) by which tharficipant’s Annual Bonus exceeds his or her GuaethBonus, determined pursuant to the
table above (based on the tc



amount of such Participant’s Annual Bonus) andt(i@ Firm reserves the right to change the metlyodhich a Participant’s Bonus Deferral
Amount will be calculated with respect to any AnhBanus by notifying the Participant in writing &dvance of the Annual Bonus Notificati
Date for such Annual Bonus. Deferral of each Pigidiat’'s Bonus Deferral Amount for the relevant Bis¢ear shall be automatic and
mandatory and shall occur immediately prior toltheestment Date for such Fiscal Year. The excesseoParticipant’s Annual Bonus for the
relevant Fiscal Year over his or her Bonus Defelrabunt for such Fiscal Year shall be paid to thetifipant on such date and in the same
manner as such ParticipanfAnnual Bonus would have been paid to him or hiee ior she was not a Participant in the Plan wégpect to suc
Fiscal Year.

(b) In addition, each Participant selected to pgrdite in the Plan in accordance with Section B&kof shall be granted an additional
premium bonus in the amount equal to twenty per(20f) of such Participant’s Bonus Deferral Amo(the “ Premium Amount and,
together with such Participant’s Bonus Deferral Amip his or her “ Deferral Amouri}. Deferral of each Participant’s Premium Amouat f
the relevant Fiscal Year shall be automatic anddatory and shall occur immediately prior to thedstment Date for such Fiscal Year.

(c) On the Investment Date, (i) the ParticipanttBs Deferral Amount shall be deemed to be inveistedhole in the number of Units
that is equal to such Bonus Deferral Amount divibgdhe average of the Fair Market Values of a @niteach of the ten (10) trading days
immediately preceding the Investment Date, roungetb the nearest whole number (the ParticipanBsfius Deferral Unit8) and (ii) the
Participants Premium Amount shall be deemed to be investachile in the number of Units that is equal to sBcemium Amount divided t
the average of the Fair Market Values of a Uniteanh of the ten (10) trading days immediately pgcethe Investment Date, rounded up to
the nearest whole number (the Participant’s “ PuembDeferral Units” and together with the Bonus Deferral Units, diiher “ Deferral Units
™). The Firm will keep on its books and recordsaamaount for each Participant (his or her “ Pland\at”), in which the Firm will record the
number of Deferral Units credited to such Partinipa

ARTICLE IV.
VESTING

Section 4.01 Vesting.

(a) Bonus Deferral UnitsSubject to Article VI, and except as otherwiseved in Sections 6.01(f) and 6.01(g), one-thirtB]) of the
Bonus Deferral Units granted to a Participant @iven Investment Date will vest in the month of dary that immediately follows the end of
each of the first, second and third Fiscal Yeatardahe Fiscal Year to which the relevant AnnuahB®relates, subject to the Participant
remaining continuously employed with the Firm ocleauch Vesting Date. For the avoidance of doubhuB Deferral Units shall not be
eligible for partial-year vesting.

(b) Premium Units Subject to Article VI, and except as otherwisevided in Sections 6.01(f) and 6.01(g), the Premumits granted to
a Participant on a given Investment Date (or, edlient of the Participant’s Retirement, fifty parc(50%) of such Premium Units, as
described in Section 6.01(d)) will vest in the ntoaf January that immediately follows the end & third Fiscal Year after the Fiscal Year to
which the relevant Annual Bonus relates, subjethéParticipant remaining continuously employethwiie Firm on such Vesting Date.

(c) Vesting Date; Vesting Period~or purposes of this Plan, and except as otherprisvided in Sections 6.01(f) and 6.01(g), thedat
upon which all or a portion of a Participant’s BeriDeferral Units or Premium Units vest in accordawith the provisions of this Section 4.03
shall be referred to as the “ Vesting Dafer such Deferral Units. The period between thedstment Date on which a Deferral Unit is granted
and the Vesting Date on which such Deferral Unéitsén accordance with the provisions hereof dimlleferred to as tt* Vesting Perioc.”




ARTICLE V.
PAYMENTS

Section 5.01 Payments Generalljhe “ Payment Datéfor each Deferral Unit shall be the Vesting Datplegable to such Deferral Un
On the applicable Payment Date, or as soon asmrablgopracticable after such Payment Date (bubievent more than ten (10) business days
after such Payment Date), the Firm shall issubeédarticipant, in full settlement of the Firm’dightions with respect to the Deferral Units
that vested on such Payment Date, the number oih@onunits subject to such Deferral Units (or, & Blan Administrator’s sole discretion,
an amount in cash equal to the Fair Market Valuguch number of Common Units as of the date of gpagiment); providethat, if the Plan
Administrator determines that the issuance of Comidnits to a Participant likely would result in &ige tax or other consequences to the
Firm or the Participant, then distributions to starticipant hereunder shall not be made in Combts but instead shall be made in BHP
Units or other securities, as determined by the Rlaministrator.

Section 5.02 Issuance of Unit$he issuance of any Units to a Participant purst@the Plan shall be effectuated by recordimy th
Participant’s ownership of such Units in a bookrgmatr similar system utilized by the Firm as soarpeacticable following the Payment Date
applicable to such Units. Any Units issued to aiBigant hereunder will be held in an account adstémed by the Firm’'s equity plan
administrator or such other account as the PlaniAidimator may determine in its discretion. Notweitiinding any other provision of this Plan,
no Participant shall have any rights as an own#r mispect to any Units under the Plan prior toddie on which the Participant becomes
entitled to payment of such Units in accordancé\8iection 5.01. The Plan Administrator may, irsitée discretion, cause the Firm to defer
delivery of any Units pursuant to this Plan asPten Administrator deems necessary to ensure cangdiunder federal or state securities laws
or to avoid adverse tax or other consequence®t&itm or the Participant (provided, that to theeexsuch deferral would result in a violation
of Section 409A of the Code, the Firm shall deligash to the applicable Participant in lieu of 9rih a date that complies with the
requirements of Section 409A of the Code).

Section 5.03 Taxes and Withholdings a condition to any payment or distributionguant to this Plan, the Firm may require a
Participant to pay such sum to the Firm as maydeessary to discharge the Firm’s obligations wepect to any taxes, assessments or other
governmental charges, whether of the United Statesy other jurisdiction, which the Firm reasoryadskpects will be imposed as a result of
such payment or distribution. In the discretiortt@ Firm, the Firm may deduct or withhold such gtwm such payment or distribution,
providedthat amount the Firm deducts or withholds shalltoaxceed the Firm’s minimum statutory withholdislgjigations.

Section 5.04 Liability for PaymentEach Participating Employer shall be liable foe amount of any payment owed to a Participant
pursuant to Section 5.01 who is employed by suctidfmting Employer during the relevant Vestingibé; provided, however, that in the
event that a Participant is employed by more thamRarticipating Employer during the relevant MegtPeriod, each Participating Employer
shall be liable for its allocable portion of suciyment.

ARTICLE VL.
TERMINATION OF EMPLOYMENT; CHANGE IN CONTROL

Section 6.01 Termination of Employmerih the event that a Participant’s employment wlith Firm is terminated, or a Change in
Control occurs, in either case prior to the Vestrage that would otherwise apply to any of suchiBiaant's Bonus Deferral Units and/or
Premium Units, vesting and payment (if any) of sDdferral Units shall be governed by this Sectidil6

(a) Termination by the Firm For CausEpon termination of a Participant's employmentthg Firm for Cause, such Participant’s
Premium Units and unvested Bonus Deferral Unitdl flesforfeited without any payment.

(b) Termination by the Firm Without CausEpon termination of a Participant’s employmenthathe Firm without Cause, (i) such
Participant’s Premium Units shall be forfeited withh any payment and (ii) such Participant’'s Bone$elral Units shall continue to vest in
accordance with Article IV, and shall continue togrid to the Participant in accordance with Aeti¢l as though the Participant remained
continuously employed with the Firm through the efithe Vesting Period applicable to each such Bddeferral Unit; providethat, subject
to the remainder of this Section 6.01(b), if, faliag a termination of his or her employment witle fhirm as




described in this Section 6.01(b), such Particifmmeaches any applicable provision of the Employmgmeement to which the Participant is a
party, such Participant’s Bonus Deferral Units whiemain unvested as of the date of such violatisrdetermined by the Plan Administrator
in its sole discretion, will be forfeited withouayment. Notwithstanding anything to the contrargeie following a termination of the
Participant’s employment with the Firm without Cauthe Plan Administrator, in its discretion, mdgceto waive, solely for purposes of this
Section 6.01(b), any of the provisions set fortithia Employment Agreement by notifying the Partcipof such waiver in writing, in which
case the forfeiture provision set forth in the india¢ely preceding sentence shall continue to applie event of any breach by the Participant
of any provision of such agreement other than toheigion(s) waived by the Plan Administrator in aaance with this sentence. For the
avoidance of doubt, absent an election by the Rtiministrator to waive any provision of the Emplogmt Agreement for purposes of this
Section 6.01(b) as described in the preceding seajdollowing a termination of the Participam&mployment with the Firm without Cause,
Participant shall be bound by such provision inbagdance with the terms and conditions thereof figpiarposes hereunder.

(c) Resignation In the event that a Participant resigns fromRiem, (i) such Participant’s Premium Units shallfbefeited without any
payment and (ii) for as long as such Participamisdwot provide services for or otherwise becomiéaéfd with a Competitive Business (as
determined by the Plan Administrator in its solgcdetion), such Participant’s Bonus Deferral Ushall continue to vest in accordance with
Article IV, and shall continue to be paid to thetRépant in accordance with Article V, as thoudpe tParticipant remained continuously
employed with the Firm through the end of the \festPeriod applicable to each such Bonus Deferritt grovidedthat if, following a
termination of his or her employment with the Fiasidescribed in this Section 6.01(c), such PastitifA) provides services for or otherwise
becomes affiliated with a Competitive Businessdeiermined by the Plan Administrator in its solscdétion) or (B) breaches any applicable
provision of the Employment Agreement to which Breaticipant is a party, such Participant’s Bonugebal Units which remain unvested as
of the date of such action or violation (as apjlie® as determined by the Plan Administratorsrsitle discretion, will be forfeited without
payment.

(d) Retirement In the event of a Participant’s Retirement frdra Eirm, (i) fifty percent (50%) of such ParticiparPremium Units and
(i) such Participant’s Bonus Deferral Units stadhtinue to vest in accordance with Article 1V, asfall continue to be paid to the Participant
in accordance with Article V, as though the Papteit remained continuously employed with the Finnetigh the end of the Vesting Period
applicable to each such Deferral Unit; providledt if, following a termination of his or her emgment with the Firm as described in this
Section 6.01(d), such Participant breaches anyicgtpé provision of the Employment Agreement toethihe Participant is a party, such
Participant’s Deferral Units which remain unvesssdof the date of such violation, as determinethbyPlan Administrator in its sole
discretion, will be forfeited without payment.

(e) Disability. In the event that a Participant’s employment whi Firm is terminated due to the Participant’sdbility, such
Participant’s Premium Units and Bonus Deferral §isttall continue to vest in accordance with Artidleand shall continue to be paid to the
Participant in accordance with Article V, as thoulhé Participant remained continuously employedhwhie Firm through the end of the
Vesting Period applicable to each such Deferrat;ymovidedthat if, following a termination of his or her emgment with the Firm as
described in this Section 6.01(e), such Participa@aches any applicable provision of the Employrgmeement to which the Participant is a
party, such Participant’s Deferral Units which rémanvested as of the date of such violation, asrdened by the Plan Administrator in its
sole discretion, will be forfeited without payment.

(f) Death. In the event of a Participant’s death duringdriter employment with the Firm, or during the pdrfollowing termination of
employment in which his or her Deferral Units remsiibject to vesting pursuant to this Section 6s0th Participant’s Premium Units (if any)
and any of such Participant’'s Bonus Deferral Uwitsch remain unvested as of (and have not beeeifed prior to) the date of the
Participant’s death shall immediately vest and beepayable to the Participant’s estate as of the afahe Participant’s death (in which case,
the date of the Participant’s death shall be reteto as the “ Vesting Datdor such Deferral Units).

(9) Change in ContralNotwithstanding anything to the contrary her@nthe event of a Change in Control, such PartiaiigaPremium
Units and any of such ParticipasiBonus Deferral Units which remain unvested at®fdate of such Change in Control shall immedjatekt
and become payable as of the date of such Char@enitrol (in which case, the date of such Chandedntrol shall be referred to as the “
Vesting Date” for such Deferral Units!




Section 6.02 NontransferabilityNo benefit under the Plan shall be subject inmayner to alienation, sale, transfer, assignnpedge
or encumbrance, other than by will or the lawsedabnt and distribution. Any attempt to violate filvegoing prohibition shall be void,;
provided, however, that a Participant may transfassign any vested interest hereunder in cororeatith estate planning and administration
with the express written consent of the Plan Adstrator.

ARTICLE VII.
ADMINISTRATION

Section 7.01 Plan AdministratoiThe Plan shall be administered by the Plan Adstiaior. The Plan Administrator shall have
discretionary authority to interpret the Plan, taka all legal and factual determinations and termheine all questions arising in the
administration of the Plan, including without limiion the reconciliation of any inconsistent pramis, the resolution of ambiguities, the
correction of any defects, and the supplying ofs®ioins. Each interpretation, determination or ofotion made or taken pursuant to the Plan
by the Plan Administrator shall be final and birgdon all persons.

Section 7.02 IndemnificationThe Plan Administrator shall not be liable to &wgrticipant for any action or determination. ThanP
Administrator shall be indemnified by the Firm agstiany liabilities, costs, and expenses (includmithout limitation, reasonable attorneys’
fees) incurred by him or her as a result of acttaken or not taken in connection with the Plan.

ARTICLE VIII.
AMENDMENTS AND TERMINATION

Section 8.01 Madification; TerminatiariThe Plan Administrator may alter, amend, modifyspend or terminate the Plan at any time in
its sole discretion, to the extent permitted bytil®aci09A of the Code. No further deferrals willcoc under the Plan after the effective date of
any such suspension or termination. Following arghdermination, the Participants’ Deferral Unit#l wontinue to vest and be paid out, or be
forfeited, as otherwise provided herein. Notwithsliag the foregoing, no alteration, amendment odifization of the Plan shall adversely
affect the rights of the Participant in any amouoitsinits accrued by or credited to such Partidijpsior to such action without the Participant’
written consent unless the Plan Administrator deiees, in its sole discretion, that such altermgtioodification or amendment is necessan
the Plan to comply with the requirements of SectioBA of the Code and the regulations promulgatedetunder.

Section 8.02 Required DelajNotwithstanding any provision to the contrarypifrsuant to the provisions of Section 409A of @oele
any payment is required to be delayed as a rekalParticipant being deemed to be a “specifiedleyge” within the meaning of that term
under Section 409A(a)(2)(B) of the Code, then arghgpayments under the Plan shall not be madeoerdad prior to the earlier of (A) the
expiration of the six month period measured fromdhte of the “separation from service” (as suaom e defined in Treasury Regulations
issued under Section 409A of the Code) or (B) thte df the Participant’'s death. Upon the expiratibsuch period, or the date of such
Participant’s death, as applicable, all paymenteuthe Plan delayed pursuant to this Section $h@fl be paid to the Participant (or the
Participant’s estate, as applicable) in a lump samd, any remaining payments due under the Plahtsalaid or provided in accordance with
the normal payment dates specified for such paysresrein.

ARTICLE IX.
GENERAL PROVISIONS

Section 9.01 Unfunded Status of the Pldme Plan is unfunded. A Participant’s rights urithe Plan (if any) shall represent at all times
an unfunded and unsecured contractual obligatiaraoh Participating Employer that employed Pautictluring the Vesting Periods
applicable to such Participant’s Deferral UnitsclE®articipant and his or her estate and/or beiaeifés (if any) will be unsecured creditors of
each Participating Employer with which such Pgpicit is or was employed with respect to any okiligatowed to such Participal




estate and/or beneficiaries under the Plan. Amaquatable under the Plan will be satisfied solelyafithe general assets of the applicable
Participating Employer subject to the claims ofcitsditors. None of a Participant, his or her esthais or her beneficiaries (if any) nor any o
person shall have any right to receive any payraedistribution under the Plan except as, and ¢cetktent, expressly provided in the Plan. No
Participating Employer will segregate any fundsissets to provide for any payment under the Plagssae any notes or security for any such
payment. Any reserve or other asset that a Paatioigp Employer may establish or acquire to asdsedfiof the funds to provide payments
required under the Plan shall not serve in any agagecurity to any Participant or the estate oetigary of a Participant for the performance
of the Participating Employer under the Plan.

Section 9.02 No Right to Continued EmploymeNtither the Plan nor any action taken or omittele taken pursuant to or in
connection with the Plan shall be deemed to (ijterer confer on a Participant any right to beinethin the employ of the Firm, (ii) interfere
with or to limit in any way the Firm'’s right to t@inate the employment of a Participant at any tiii¢,confer on a Participant any right or
entitlement to compensation in any specific amdanany future Fiscal Year or (iv) affect, superseadmend or change the Employment
Agreement (or any other agreement between thecRetit and the Firm). In addition, selection ofiagividual as a Participant for a given
Fiscal Year shall not be deemed to create or canfehe Participant any right to participate in Blan, or in any similar plan or program that
may be established by the Firm, in respect of atyré Fiscal Year.

Section 9.03 Successar¥he obligations of the Firm under this Plan sbhalbinding upon the successors of the Firm.
Section 9.04 Governing LawThe Plan shall be subject to and construed inrdamce with the laws of the State of New York.

Section 9.05 Arbitration; VenueAny dispute, controversy or claim between anytiBipant and the Firm arising out of or concernihg
provisions of this Plan shall be finally resolvedaiccordance with the arbitration provisions (reljurisdiction, venue and similar provisions
related thereto) of the Employment Agreement tociisiuch Participant is a party.

Section 9.06 ConstructianThe headings in this Plan have been inserteddiovenience of reference only and are to be ignoredy
construction of any provision hereof. Use of onedgr includes the other, and the singular and pioctude each other.



Exhibit 21.1

LIST OF SUBSIDIARIES
The following are subsidiaries of The Blackstone@rL.P. as of December 31, 2007 and the jurigatistin which they are organized.

Jurisdiction of
Incorporation

Name or Organization
Blackstone Group Management L.L. Delaware
Blackstone Partners L.L.( Delaware
The Blackstone Group L.I Delaware
Blackstone Holdings I/11 GP Int Delaware
Blackstone Holdings Il GP L.F Delaware
Blackstone Holdings IV GP L.} Delaware
Blackstone Holdings V GP L.P. (Quebec St Canade

Blackstone Holdings | L.F Delaware
Blackstone Holdings Il L.F Delaware
Blackstone Holdings Il L.P. (Quebec SE Canade

Blackstone Holdings IV L.P. (Quebec SE Canade

Blackstone Holdings V L.P. (Quebec SE Canads

Blackstone Group Holdings L.| Delaware
Blackstone Group Holdings L.L.( Delaware
Blackstone Alternative Asset Management | Delaware
Blackstone Alternative Asset Management AssociatesC. Delaware
Blackstone Advisory Services L. Delaware
Blackstone Administrative Services Partnership Delaware
Blackstone Strategic Alliance Advisors L.L. Delaware
Blackstone Strategic Alliance Associates L.L Delaware
Blackstone Strategic Alliance Fund L Delaware
Blackstone Group Real Estate Holdings InternatigAfderta) Il L.P. Canade

Blackstone Group Real Estate Holdings Internati¢Atderta) L.P. Canade

The Blackstone Group In Delaware
TBG Realty Corp New York
Blackstone Financial Services Inc. (tradem: Delaware
Blackstone TM L.L.C Delaware
Blackstone Management Partners L Delaware
Blackstone Management Partners L.L Delaware
Blackstone Management Partners |11 L.L Delaware
Blackstone Management Partners IV L.L Delaware
Blackstone Management Partners V L.L Delaware
Blackstone Communications Advisors | L.L. Delaware
Blackstone Real Estate Advisors L Delaware
BREM L.L.C. Delaware
Blackstone Real Estate Advisors IlI L. Delaware
BRE Advisors IIl L.L.C. Delaware
Blackstone Real Estate Advisors IV L.L. Delaware
BRE Advisors IV L.L.C. Delaware
Blackstone Real Estate Advisors V L Delaware

BRE Advisors V L.L.C. Delaware



Blackstone Real Estate Advisors International L.l
BRE Advisors International L.L.C

Blackstone Real Estate Advisors International R.l
BRE Advisors International Il L.L.C

Blackstone Real Estate Advisors VI L

BRE Advisors VI L.L.C.

Blackstone Property Management L.L

BREA Connecticut Managers, L.L.!

BREA Management of California L.L.C

BREA Management of Georgia L.L.!

BREA Management of Illinois L.L.C

BREA Management of New York L.L.C

BREA Management of Ohio L.L.C

BREA Property Management of California L.L.
BREA Property Management of California Sub |
BREA Property Management of Florida L.L.
BREA Property Management of Georgia |
BREA Property Management of Georgia L.L
BREA Property Management of lllinois Ir
BREA Property Management of lllinois L.L.t
BREA Property Management of Maryland L.L.
BREA Property Management of Massachusetts

BREA Property Management of Massachusetts L.

BREA Property Management of Michigan L.L.
BREA Property Management of New York L.L.
BREA Property Management of Ohio L.L.
BREA Property Management of Pennsylvania L.L
BREA Property Management of Virginia L.L.!
Blackstone Mezzanine Advisors L.

BMEZ Advisors L.L.C.

Blackstone Mezzanine Advisors Il L.

BMEZ Advisors Il L.L.C.

BCLO Advisors L.L.C.

BDA Funding L.P.

Blackstone Corporate Debt Administration L.L
Blackstone Intermediate Funding L
Blackstone Debt Advisors L.I

Blackstone Distressed Securities Advisors |
Blackstone Distressed Securities Associates
Blackstone DD Advisors L.L.C

Blackstone DD Associates L.L.!

Blackstone Distressed Securities Fund |

BDD Affiliates Fund LLC

BDD Affiliates Fund Il LLC

Blackstone Kailix Associates L.L.(

Blackstone L/S Advisors L.L.C

Blackstone L/S Associates L.L.

Kailix Associates L.L.C

Blackstone Kailix Advisors L.L.C

Kailix Advisors L.L.C.

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware



Blackstone Kailix Affiliates Fund L.L.C

Blackstone Kailix Affiliates Fund Il L.L.C
Blackstone Kailix Fund L.F

Blackstone Asia Advisors L.L.C

The Asia Opportunities Fund L.

The Asia Opportunities Domestic Fund L

The Asia Opportunities Fund L.L.t

The Asia Opportunities Associates L.L

PHG Holdings L.L.C

Park Hill Group L.L.C.

Park Hill Real Estate Group LL

PHREG Holdings LLC

Blackstone Fund Services India Private Limi
Blackstone Advisors India Private Limit
Blackstone Property Management Limit
Blackstone Property Management SARL (Frar
The Blackstone Group (Asia) Limite

The Blackstone Group Deutschland Gir

The Blackstone Group International Limit
Blackstone Management Partners (India) L.l
Blackstone Asia Advisory Holdings L.L.¢
Blackstone Services Mauritius Lt

Blackstone Services Mauritius 1l Lt

The Blackstone Group Mauritius Lt

The Blackstone Group Mauritius Il Lt

The Blackstone Group (HK) Limite

The Blackstone Group Japan K.

Blackstone Real Estate Holdings L

Blackstone Real Estate Associates |

Blackstone Real Estate Holdings Il L

Blackstone Real Estate Holdings Il L

Blackstone Real Estate Holdings IV L

Blackstone Real Estate Holdings - NQ L.P.
Blackstone Group Real Estate Holdings (Alberta) I¥.
Blackstone Real Estate Holdings V L

Blackstone Real Estate Holdings- NQ L.P.
Blackstone Real Estate Holdings (Offshore) V |
Blackstone Real estate Holdings VI L

Blackstone Real estate Holdings (Offshore) VI |
Blackstone Real Estate Holdings (Offshore)-Q LP
Blackstone Real Estate Holdings (Offshore-A-Q L.P.
Blackstone Real Estate Holdings - NQ L.P.
Blackstone Real Estate Holdings Internatic- A L.P.
Blackstone Real Estate Holdings Internatic- B L.P.
Blackstone Real Estate Holdings International R.l
Blackstone Family Investment Partnership (CaymaR)
Blackstone Family Investment Partnership Il L
Blackstone Management Associates (Cayman)
Blackstone Management Associates Fanch L.
Blackstone Management Associates Il L

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
India
India
United Kingdom
France
Hong Kong
Germany
United Kingdom
Delaware
Delaware
Mauritius
Mauritius
Mauritius
Mauritius
Hong Kong
Japar
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Canade
Delaware
Delaware
Canade
Delaware
Canade
Canade
Canade
Delaware
Canade
Canade
Canade
Cayman
Delaware
Cayman
Delaware
Delaware



Blackstone Services (Cayman) LI

Blackstone TWF Family Investment Partnership |
Blackstone Capital Commitment Partners Il L

Blackstone Family Investment Partnership Il L

Blackstone Management Associates Il L.L

Blackstone Services (Cayman) Il LC

Blackstone Family Media Partnership Il L.

Blackstone Media Capital Commitment Partners IR.|
Blackstone Media Management Associates 11l L.L
Blackstone Family Investment Partnership (CaymHn).P.
Blackstone FI Capital Commitment Partners (Caynhiuh).P.
Blackstone Management Associates (Cayman) llI
Blackstone Capital Commitment Partners IV L

Blackstone Family Investment Partnershij- A L.P.
Blackstone Management Associates IV L.L

Blackstone Family FC-NQ L.P.

Blackstone Family FCC L.L.C

Blackstone Family GP L.L.t

Blackstone Capital Commitment Partners (Caymari).R/.
Blackstone Family Investment Partnership (Caym#i-A L.P.
Blackstone Management Associates (Cayman) IV
Blackstone SGP Family Investment Partnership (Caya- A L.P.
Blackstone SGP Capital Commitment Partners (Caymah)P.
Blackstone SGP Management Associates (Cayman) v
Blackstone Management Associates V L.L

Blackstone Family Investment Partnership V L

BMAV L.L.C.

Blackstone Family Investment Partnershij- A L.P.
Blackstone Family Investment Partnership (Caymai)R/.
Blackstone Management Associates (Cayman) V

BMA (Cayman) V L.P

Blackstone Family Investment Partnership (Cayme-A L.P.
Blackstone Family Investment Partnershi- A USS L.P.
Blackstone Family Investment Partnershi|- USS L.P.
Blackstone Management Associates V USS L.

BMAV USS L.L.C.

Blackstone Family UC Investment Partnership |

Blackstone UC Capital Commitment Partners |

Blackstone UC Management Associates L.L

Blackstone UC Services (Cayman) LI

Blackstone Communications Capital Commitment Pasthé.P.
Blackstone Communications Management Associatek.CL
Blackstone Family Communications Partnership | |
Blackstone Communications Management Associategni@a) L.P.
Blackstone Family Communications Partnership (CaynaP.
Blackstone FI Communications Capital Commitmentrias (Cayman) L.F
Blackstone Real Estate Associates Il 1

Blackstone Real Estate Associates Il L

Blackstone Real Estate Capital Commitment PartileksP.
Blackstone Real Estate Associates IV |

Cayman
Delaware
Delaware
Delaware
Delaware

Cayman
Delaware
Delaware
Delaware

Cayman

Cayman

Cayman
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware

Cayman

Cayman

Cayman

Cayman

Cayman

Cayman
Delaware
Delaware
Delaware
Delaware

Cayman

Cayman

Cayman

Cayman
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware

Cayman
Delaware
Delaware
Delaware

Cayman

Cayman

Cayman
Delaware
Delaware
Delaware
Delaware



Blackstone Real Estate Capital Commitment ParthéetsP.
Blackstone Family Real Estate Partnershif- SMD L.P.

Blackstone Real Estate Associates (Alberta) IV

Blackstone Real Estate Capital Commitment Partffdiserta) IV L.P.
Blackstone Real Estate Associates V |

BRE Holdings V L.P

BREA V Sub- NQ L.L.C.

Blackstone Real Estate Associates (Offshore) V

Blackstone RE Management Associates (Offshore)R/

Blackstone Family Real Estate Partnership (Offshdt-Q L.P.
Blackstone RE Management Associates (Offshor-Q L.P.
Blackstone Real Estate (Cayman-Q Ltd.

Blackstone Real Estate Associates (Offshore-Q L.P.

Blackstone Real Estate Capital Associates (Offghér-Q L.P.
Blackstone Real Estate Management Associates (@&#3WVI-Q L.P.
BRE Associates (Offshore) -Q L.P.

BREA VI Sub- NQ L.L.C.

Blackstone Real Estate Associates- NQ L.P.

BREA (Cayman) V-Q Ltd.

Blackstone Real Estate Associates International

Blackstone Real Estate Associates Internationdi€id) L.P.
Blackstone Real Estate Capital Commitment Partimesnational L.P
Blackstone Real Estate Capital Commitment Partimesnational (Alberta) L.F
Blackstone Real Estate Associates Internation@Iberta) L.P.
Blackstone Real Estate Associates InternationalRI

Blackstone Real Estate Capital Commitment Partimesnational 1l (Alberta) L.P
Blackstone Real Estate Capital Commitment Partimesnational Il L.P
Blackstone Real Estate Holdings International LL.®.

BRE Associates International (Cayman) Il L

BGREHI (Alberta) Il L.P.

Blackstone Family RE International Il L.

Blackstone Family Real Estate Partnership Inteonat- A SMD L.P.
Blackstone Family Real Estate Partnership Inteonatill - SMD L.P.
Blackstone RE International Il L.I

BRE Capital Commitment International Il L.

BRE International Il L.P

Blackstone Mezzanine Associates L

Blackstone Mezzanine Capital Commitment PartnelPs

Blackstone Mezzanine Holdings L.

Blackstone Mezzanine Holdings II L.

Blackstone Mezzanine Associates Il L

Blackstone Mezzanine Capital Commitment PartneksRI
Blackstone FI Mezzanine Associates (Cayman)

Blackstone FI Mezzanine Capital Commitment Part€es/man) L.P
Blackstone FI Mezzanine Holdings (Cayman) L

Blackstone DL Mezzanine Associates L

Blackstone DL Mezzanine Capital Commitment Parthelrs
Blackstone DL Mezzanine Holdings L.

Blackstone Mezzanine Holdings Il USS L

Blackstone Mezzanine Capital Commitment Partnets36 L.P.

Delaware
Delaware
Canade
Canade
Delaware
Delaware
Delaware
Canade
Canade
Canade
Canade
Cayman
Canade
Canade
Canade
Canade
Delaware
Delaware
Cayman
Delaware
Canade
Delaware
Canade
Canade
Delaware
Canade
Delaware
Canade
Cayman
Canade
Canade
Canade
Canade
Canade
Canade
Canade
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Cayman
Cayman
Cayman
Delaware
Delaware
Delaware
Delaware
Delaware



Blackstone Mezzanine Associates Il USS |
Blackstone Employee Fund L.

Blackstone Market Opportunities Fund L
Blackstone Strategic Equity Fund L

Blackstone Corporate Opportunities Master Fund
Blackstone Real Estate Partners Holdings
Blackstone Holdings Il GP L.F

Blackstone Holdings Il L.P. Quebec Sl
Blackstone Value Recovery Fund, L

Delaware
Delaware
Delaware
Delaware
Delaware
England
Delaware
Canade
Delaware



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference ini®esgion Statement No. 333-143948 on Form S-8uwfreport dated March 11, 2008,
relating to the financial statements of The BlackstGroup L.P. and subsidiaries, appearing inAhisual Report on Form 10-K of The
Blackstone Group L.P. for the year ended DecembgeP@07.

/s/ Deloitte & Touche LLI
New York, New York
March 11, 200¢



Exhibit 31.1
CHIEF EXECUTIVE OFFICER CERTIFICATION

I, Stephen A. Schwarzman, certify that:

1.
2.

| have reviewed this Annual Report on Forn-K for the year ended December 31, 2007 of The Blarle Group L.P

Based on my knowledge, this report does notaiorny untrue statement of a material fact or anttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtaisg with respect to the period
covered by this repor

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of opgerst and cash flows of the Registrant as of, andffie periods presented in this rep

The Registrar's other certifying officer and | are responsibledstablishing and maintaining disclosure contamld procedures (i
defined in Exchange Act Rules -15(e) and 15-15(e)) for the Registrant and ha

a) Designed such disclosure controls and procedaresused such disclosure controls and procedotes designed under our
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhgeibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Evaluated the effectiveness of the Regis’s disclosure controls and procedures and preséntad report our conclusions abc
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such
evaluation; ant

c) Disclosed in this report any change in the Regyig's internal control over financial reportirttat occurred during the Registrant’s
most recent fiscal quarter that has materiallycéfe, or is reasonably likely to materially affatie Registrant’s internal control
over financial reporting; an

The Registrant’s other certifying officer andave disclosed, based on our most recent evaluatioiernal control over financial
reporting, to the Registrant’s auditors and thetazammittee of the Registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which ai
reasonably likely to adversely affect the Regid’s ability to record, process, summarize and refpwahcial information; an

b)  Any fraud, whether or not material, that invawaanagement or other employees who have a signifiole in the Registrant’s
internal controls over financial reportir

Date: March 11, 200

/sl Stephen A. Schwarzm.

Stephen A. Schwarzme

Chief Executive Officer

of Blackstone Group Management L.L.




Exhibit 31.2

CHIEF FINANCIAL OFFICER CERTIFICATION

I, Michael A. Puglisi, certify that:

1.
2.

| have reviewed this Annual Report on Forn-K for the year ended December 31, 2007 of The Blarle Group L.P

Based on my knowledge, this report does notaiorny untrue statement of a material fact or anttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtaisg with respect to the period
covered by this repor

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of opgerst and cash flows of the Registrant as of, andffie periods presented in this rep

The Registrar's other certifying officer and | are responsibledstablishing and maintaining disclosure contamld procedures (i
defined in Exchange Act Rules -15(e) and 15-15(e)) for the Registrant and ha

a) Designed such disclosure controls and procedaresused such disclosure controls and procedotes designed under our
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhgeibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Evaluated the effectiveness of the Regis’s disclosure controls and procedures and preséntad report our conclusions abc
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such
evaluation; ant

c) Disclosed in this report any change in the Regyig's internal control over financial reportirttat occurred during the Registrant’s
most recent fiscal quarter that has materiallycéfe, or is reasonably likely to materially affatie Registrant’s internal control
over financial reporting; an

The Registrant’s other certifying officer andave disclosed, based on our most recent evaluatioiernal control over financial

reporting, to the Registrant’s auditors and thetazammittee of the Registrant’s board of direct@spersons performing the equivalent

functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which ai
reasonably likely to adversely affect the Regid’s ability to record, process, summarize and refpwahcial information; an

b)  Any fraud, whether or not material, that invawaanagement or other employees who have a signifiole in the Registrant’s
internal controls over financial reportir

Date: March 11, 200

/s/ Michael A. Puglis

Michael A. Puglisi

Chief Financial Officer

of Blackstone Group Management L.L




Exhibit 32.1

Certification of the Chief Executive Officer
Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant to Section 906 of the Sarbané&3xley Act of 2002

In connection with the Annual Report of The Blackst Group L.P. (the “Partnership”) on Form 10-K thee year ended December 31,
2007 as filed with the Securities and Exchange Cimsion on the date hereof (the “Report”), |, StapAe Schwarzman, Chief Executive
Officer of Blackstone Group Management L.L.C., ¢fameral partner of the Partnership, certify, punsta 18 U.S.C. § 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2D02, that, to my knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; anc
(2) The information contained in the Report fairly pets, in all material respects, the financial ctadiand results of operations of 1
Partnership

Date: March 11, 200

/sl Stephen A. Schwarzman

Stephen A. Schwarzm:

Chief Executive Officer

of Blackstone Group Management L.L.

* The foregoing certification is being furnishededg pursuant to 18 U.S.C. Section 1350 and ishedrtg filed as part of the Report or as a
separate disclosure docume



Exhibit 32.2

Certification of the Chief Financial Officer
Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant to Section 906 of the Sarbané3xley Act of 2002

In connection with the Annual Report of The Blackst Group L.P. (the “Partnership”) on Form 10-K thee year ended December 31,
2007 as filed with the Securities and Exchange Cimsion on the date hereof (the “Report”), I, MichaePuglisi, Chief Financial Officer of
Blackstone Group Management L.L.C., the generahpawof the Partnership, certify, pursuant to 18.0. § 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, tihaty knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; anc
(2) The information contained in the Report fairly pets, in all material respects, the financial ctadiand results of operations of 1
Partnership

Date: March 11, 200

/sl Michael A. Puglisi

Michael A. Puglisi

Chief Financial Office

of Blackstone Group Management L.L.

* The foregoing certification is being furnishededg pursuant to 18 U.S.C. Section 1350 and ishedrtg filed as part of the Report or as a
separate disclosure docume



