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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)
Xl QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934 FOR THE QUARTERLY PERIOD ENDED MARCH 31, 2009

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 chagt)

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

Indicate by check mark whether the Registrant éE)filed all reports required to be filed by Seeti3 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the Registrart vejuired to file such reports), and
(2) has been subject to such filing requirementsHe past 90 days. Ye&l No [

Indicate by check mark whether the registrant lsnstted electronically and posted on its corpo¥&b site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation S-T (8232.405 of thiapter) during the preceding 12
months (or for such shorter period that the regigtwas required to submit and post such file¥es O No O

Indicate by check mark whether the Registrantlé&sge accelerated filer, an accelerated filer, a-accelerated filer or a smaller
reporting company. See the definitions of “largeederated filer”, “accelerated filer” and “small@porting company” in Rule 12b-2 of the
Exchange Act.

Large accelerated fileilx] Accelerated filer O
Non-accelerated filer (I Smaller reporting company]
(Do not check if a smaller reporting compa

Indicate by check mark whether the Registrantdbedl company (as defined in Rule 12b-2 of the Bxge Act). YesO No

The number of the Registrant’s voting common ur@tgesenting limited partner interests outstandismgf April 30, 2009 was
155,888,515. The number of the Registrant’s nofmgatommon units representing limited partner ie$és outstanding as of April 30, 2009
was 109,083,468.
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Forward-Looking Statements

This report may contain forward-looking statemenitfin the meaning of Section 27A of the Securides of 1933 and Section 21E of
the Securities Exchange Act of 1934 which reflagt@urrent views with respect to, among other thjrayir operations and financial
performance. You can identify these forward-lookitgtements by the use of words such as “outldtielieves,” “expects,” “potential,”
“continues,” “may,” “will,” “should,” “seeks,” “appoximately,” “predicts,” “intends,” “plans,” “estiates,” “anticipates” or the negative
version of these words or other comparable wordsh$orwardlooking statements are subject to various riskswarartainties. According!
there are or will be important factors that couddise actual outcomes or results to differ matgrfatim those indicated in these statements.
We believe these factors include but are not lichitethose described under the section entitledKRactors” in our annual report on Form
10K for the year ended December 31, 2008 and inrégert, as such factors may be updated from tintieni® in our periodic filings with th
SEC, which are accessible on the SEC’s websitenat.gec.gov. These factors should not be constraexbaustive and should be read in
conjunction with the other cautionary statemends #ne included in this
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report and in our other periodic filings. We und&g no obligation to publicly update or review domward-looking statement, whether as a
result of new information, future developments tireowise.

In this report, references to “Blackstone,” “weus” or “our” refer to The Blackstone Group L.P. dtedconsolidated subsidiaries.
Unless the context otherwise requires, referencdss report to the ownership of our founder, Birephen A. Schwarzman, and other
Blackstone personnel include the ownership of pebkplanning vehicles and family members of theskviduals.
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PART | FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

THE BLACKSTONE GROUP L.P.

Condensed Consolidated Statements of Financial Coitidn (Unaudited)
(Dollars in Thousands, Except Unit Data)

December 31

March 31,
2009 2008

Assets
Cash and Cash Equivalel $ 776,30: $ 503,73
Cash Held by Blackstone Funds and O 67,50¢ 907,32
Investmentt 2,397,13. 2,830,94.
Accounts Receivabl 248,68 312,06°
Due from Brokers 97C 48,50¢
Investment Subscriptions Paid in Advai — 1,91¢
Due from Affiliates 429,86¢ 861,43:
Intangible Assets, N¢ 1,038,01. 1,077,52
Goodwill 1,703,60: 1,703,60:
Other Asset: 167,09¢ 169,55}
Deferred Tax Assel 845,32t 845,57¢

Total Assets $7,674,50! $9,262,18
Liabilities and Partners’ Capital
Loans Payabl $ 81,87 $ 387,00(
Amounts Due to Nc-Controlling Interest Holder 247,87¢ 1,103,42.
Securities Sold, Not Yet Purchas 69C 894
Due to Affiliates 1,273,42. 1,285,57
Accrued Compensation and Bene 265,41¢ 413,45¢
Accounts Payable, Accrued Expenses and Other [tiabi 208,68: 180,25¢

Total Liabilities 2,077,96! 3,370,61
Commitments and Contingencies
Redeemable No-Controlling Interests in Consolidated Entities 432,58! 362,46:
Partners’ Capital

Partners’ Capital (common units: 277,375,119 issareti272,107,151 outstanding as of March 31,

2009; 273,891,358 issued and 272,998,484 outstgrdinf December 31, 20C 3,433,75! 3,509,44i
Accumulated Other Comprehensive L (2,906 (297)
Non-Controlling Interests in Consolidated Entit 84,68: 198,19°
Non-Controlling Interests in Blackstone Holdin 1,648,43 1,821,75!

Total Partners’ Capital 5,163,95! 5,529,111
Total Liabilities and Partners’ Capital $7,674,50! $9,262,18

See notes to condensed consolidated financiahstates.

1
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THE BLACKSTONE GROUP L.P.

Condensed Consolidated Statements of Operations (dudited)
(Dollars in Thousands, Except Unit and Per Unit Dad)

Revenues
Management and Advisory Fe
Performance Fees and Allocatic
Investment Income (Loss) and Ot
Total Revenues
Expenses
Compensation and Benef
Interest
General, Administrative and Oth
Fund Expense
Total Expenses
Other Income (Loss)
Net Gains (Losses) from Fund Investment Activi
Income (Loss) Before Provision for Taxes
Provision for Taxes
Net Income (Loss)
Net Income (Loss) Attributable to Redeemable Nc-Controlling Interests in Consolidated
Entities
Net Income (Loss) Attributable to Non-Controlling Interests in Consolidated Entities
Net Income (Loss) Attributable to Nor-Controlling Interests in Blackstone Holdings
Net Income (Loss) Attributable to The Blackstone Goup L.P.

Net Loss Attributable to The Blackstone Group L.P.
Per Common Unit— Basic and Diluted
Common Units Entitled to Priority Distributiol

Common Units Not Entitled to Priority Distributiol

Weighted-Average Common Units Outstandinc— Basic and Diluted
Common Units Entitled to Priority Distributiol

Common Units Not Entitled to Priority Distributiol

Revenues Earned from Affiliates
Management and Advisory Fe

See notes to condensed consolidated financiahséms.

2

Three Months Ended March 31,

2009

$ 341,17
(214,249

(79,799
47,13:

812,34
1,39¢
107,81
3,017
924,57!

(34,769
(912,20
17,73:

(929,93

2,59¢
(41,032)

(659,929
$ (231,579

$ (0.89
$ (1.14)

273,624,49
1,627,541

$ 20,28¢

2008

$ 309,40
(188,68)

(52,199
68,52

977,14
2,74:
95,22
22,95:

1,098,06:

(215,63¢)
(1,245,171
8,981
(1,254,15)

(184,19
(14,916

(804,05))
$ (250,99)

$ (0.95)

263,147,12
N/A

$ 28,401
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THE BLACKSTONE GROUP L.P.

Condensed Consolidated Statements of Changes in Baers’ Capital (Unaudited)
(Dollars in Thousands, Except Unit Data)

The Blackstone Group L.P. Unitholders Non- Red’\?ngabk
Accumulated Controlling Non- Controlling
Other Interests in Controlling Interests in  Comprehensive
Comprehensive Consolidatec Interests in Total Consolidatec
Common Partners’ Blackstone Partners’ Income
Units Capital Income (Loss) Entities Holdings Capital Entities (Loss)
Balance at December 31
2008 272,998,48 $3,509,44 $ (291) $ 198,19° $1,821,75' $5,529,11. $ 362,46:
Net Loss — (231,574 — (41,03) (659,929) (932,53) 2,59¢ $ (929,939
Currency Translation
Adjustment — — (2,615) — — (2,61%) — (2,615
Certain Partners
Allocations of
Blackstone Profit
Sharing Arrangemen — — — (91,707 — (91,707 — —
Capital Contribution: — — — 10,18¢ — 10,18¢ 95,95¢ —
Capital Distributions — — — (8,957 — (8,957 (30,65¢) —

Loss Attributable to

Consolidated

Blackstone Funds in

Liguidation — — — — — — 2,22¢
Purchase of Interests

from Certain Non-

Controlling Interest

Holders — (2,479 — — — (2,479 —
Repurchase of Commo
Units (4,375,09) (27,009 — — — (27,009 —

Deferred Tax Effects

Resulting from

Acquisition of

Ownership Interests

from Non-Controlling

Interest Holder: — 1,46¢ — — — 1,46¢ —
Transfer of Non-

Controlling Interests

in Consolidated

Entities — — — 17,99t (17,995 — —
Equity-Based

Compensatiol — 177,74. — — 535,83 713,57¢ —
Net Delivery of Vested

Common Units 250,28t (92¢) — — — (92¢) —

Conversion of

Blackstone Holdings

Partnership Units to

Blackstone Common

Units 3,233,47! 7,08(C — — (7,080 — —
Allocation of Taxes

Attributable to Non-

Controlling Interests

in Blackstone

Holdings — — — — (24,167) (24,167) —

Balance at March 31, 2009 272,107,15 $3,433,75. $ (2,906) $ 84,68 $1,648,431 $5,163,95' $ 432,58!

$ (932,55)




See notes to condensed consolidated financiahstates.
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Balance at December 31, 20C

Net Loss

Currency Translation Adjustme

Certain Partners Allocations of
Blackstone Profit Sharing
Arrangement:

Capital Contribution:

Capital Distributions

Acquisition of Consolidated
Blackstone Fund

Purchase of Interests from Cert
Non-Controlling Interest
Holders

Adjustment to Pre-IPO
Reorganization Purchase Pr

Distribution

Equity-Based Compensatic

Net Delivery of Vested Commc
Units

Balance at March 31, 200¢

THE BLACKSTONE GROUP L.P.

Condensed Consolidated Statements of Changes in Baers’ Capital (Unaudited)
(Dollars in Thousands, Except Unit Data)

181,83

The Blackstone Group L.P. Unitholders Non- Redeemable
Accumulated  Controlling Non- Non-
Other Interests in Controlling Controlling Comprehensive
Comprehensive Consolidatec  Interests in Total Interests in
Common Partners’ Blackstone Partners’ Consolidated Income
Units Capital Income (Loss) Entities Holdings Capital Entities (Loss)
259,826,70 $4,226,50! 34t $ 515,88¢ $3,079,55! $ 7,822,28' $2,438,26!
—  (250,99) — (14,916 (804,05) (1,069,96) (184,19 $(1,254,15)
— — 512 1,25¢ — 1,76¢ — 1,76¢
— — — (119,229 — (119,229 — —
— — — 3,78¢ 12,57 16,36: 98,64¢ —
— — — (82,629 — (82,629 (25,379 —
— — — 102,87- — 102,87- 90,18¢ —
— (44,077) — — (35,55¢) (79,629) — —
— — — — 82,02¢ 82,02¢ — —
— — — — (34,709 (34,709 — —
— 213,08 — — 693,62: 906,70° — —

260,008,53 $4,144,51!

857 $ 407,03( $2,993,47. $7,545,87 $2,417,53 $(1,252,38)

See notes to condensed consolidated financiahstats.

4
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THE BLACKSTONE GROUP L.P.

Condensed Consolidated Statements of Cash Flows (&ldited)
(Dollars in Thousands)

Operating Activities
Net Income (Loss
Adjustments to Reconcile Net Income (Loss) to NasiCProvided by Operating Activitie
Blackstone Funds Relate
Unrealized Depreciation (Appreciation) on Investitseillocable to Non-Controlling
Interests in Consolidated Entiti
Net Realized (Gains) Losses on Investm:
Changes in Unrealized (Gains) Losses on Investnfditsable to Blackstone Grot
Non-Cash Performance Fees and Allocati
Equity-Based Compensation Exper
Intangible Amortizatior
Other Nor-Cash Amounts Included in Net Incot
Cash Flows Due to Changes in Operating Assets aiillities:
Cash Held by Blackstone Funds and O
Due from Broker:
Accounts Receivabl
Due from Affiliates
Other Asset:
Accrued Compensation and Bene
Accounts Payable, Accrued Expenses and Other [tiabi
Due to Affiliates
Amounts Due to Nc-Controlling Interest Holder
Blackstone Funds Relate
Investments Purchas:
Cash Proceeds from Sale of Investm
Net Cash Provided by Operating Activiti
Investing Activities
Purchase of Furniture, Equipment and Leaseholddwgments
Cash Paid for Acquisition, Net of Cash Acqui
Changes in Restricted Ca
Net Cash Used in Investing Activitii
Financing Activities
Distributions to No-Controlling Interest Holders in Consolidated Eert
Contributions from No-Controlling Interest Holders in Consolidated Eeti
Purchase of Interests from Certain I-Controlling Interest Holder
Net Settlement of Vested Common Units and Repuecbf€ommon Unit:
Proceeds from Loans Payal

See notes to condensed consolidated financiahstates.

5

Three Months Ended

March 31,
2009 2008
$(929,939) $ (1,254,15)
13,23¢ 209,98(
53,19( 25€
78,21¢ 62,82:
101,77( 76,27¢
738,04! 914,67
39,51: 33,52¢
6,00¢ 3,84¢
839,81¢ 46,18:
47,53¢ 247,30:
83,60¢ (9,139
431,31 210,74
5,91¢ (29,127
(172,510 (46,299
(826,31) (58,087
(212,33) 14,26
(14,319 (59,485
(181,557 (10,013,01)
454,67 9,764,57!
555,88: 115,15
(4,482 (7,219
— (336,57)
2,43¢ (45,129
(2,044 (388,919
(40,437 (183,35)
94,67+ 96,52:¢
(2,479 (79,627
(27,939 —
81¢ 285,78:
continued.
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THE BLACKSTONE GROUP L.P.

Condensed Consolidated Statements of Cash Flows (&lrdited)—(Continued)

(Dollars in Thousands)

Repayment of Loans Payal

Net Cash Provided by (Used in) Financing Activil
Effect of Exchange Rate Changes on Cash and Cashdtents
Net Increase (Decrease) in Cash and Cash Equivalent
Cash and Cash Equivalents, Beginning of Pe

Cash and Cash Equivalents, End of Pe

Supplemental Disclosure of Cash Flows Information
Payments for Intere:

Payments for Income Tax

Supplemental Disclosure of No-Cash Financing Activities
Reduction of Due to LP Account to Fund Sidepockeektmen

Contributions Related to Transfers by Affiliatedtars
In-kind Redemption of Capiti

In-kind Contribution of Capite

Transfer of Interests to N-Controlling Interest Holder
Settlement of Vested Common Un

Conversion of Blackstone Holdings Units to Commanitt)

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

Due to Affiliates
Partner’ Capital

Acquisition of GSO Capital Partners L
Fair Value of Assets Acquire
Cash Paid for Acquisitio
Fair Value of No-Controlling Interests in Consolidated Entities amabilities Assumec

Acquisition of GSO Capital Partners — Units Issuec

See notes to condensed consolidated financiahsémes.

6

Three Months Ended

March 31,

2009 2008
(305,92() (41,610
(281,27:) 77,71

— 90
$272,56¢  $ (195,96()

503,73’ 868,62¢
$ 776,30: $ 672,66¢
$ 653 $ 2,931
$ 9,59/ $ 11,84t
$ (2,447 $ =
$ 2,44 $ —
$(907,37)  $ —
$ 907,37¢ $ —
$ 15,06¢ $ =
$ 92z  $ —
$ 7,08( $ =
$ 9,78¢ $ 4,44(C
$ (832) $ (3,779
$ 1,46¢ $ 66€
$ — $1,018,74

— (356,97
— (381,379
$ — $ 280,40(
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THE BLACKSTONE GROUP L.P.

Notes to Condensed Consolidated Financial Statement
(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 (collediyéBlackstone”),is a leading globi
alternative asset manager and provider of finaradalsory services. The alternative asset managelusimesses include the management of
corporate private equity funds, real estate fufdsjs of hedge funds, credit-oriented funds, cetkalized loan obligation (“CLO”) vehicles
and publicly traded closed-end mutual funds anateel entities that invest in such funds, colledyiveferred to as the “Blackstone Funds”.
“Carry Funds” refers to the corporate private egfiinds, real estate funds and certain of the ti@@knted funds that are managed by
Blackstone. Blackstone also provides various firgradvisory services, including corporate and reesgnd acquisitions advisory,
restructuring and reorganization advisory and fpladement services.

Basis of Presentation —The accompanying unaudited condensed consolidatedcial statements of the Partnership have been
prepared in accordance with accounting principkrsegally accepted in the United States of AmefiGRAP”) for interim financial
information and the instructions to Form 10-Q. Thadensed consolidated financial statements, ingutthese notes, are unaudited and
exclude some of the disclosures required in anfimehcial statements. Management believes it haterall necessary adjustments (consis
of only normal recurring items) so that the con@ehsonsolidated financial statements are preséaidy and that estimates made in
preparing its condensed consolidated financiaéstahts are reasonable and prudent. The operatoljg@resented for interim periods are
not necessarily indicative of the results that rhayexpected for any other interim period or foréhére year. These condensed consolidated
financial statements should be read in conjunatiiih the audited consolidated financial statemémthided in the Partnership’s Annual
Report on Form 10-K filed with the Securities andtEange Commission.

Certain of the Blackstone Funds are included irctiredensed consolidated financial statements dPérmership. Consequently, the
condensed consolidated financial statements dP#nmership reflect the assets, liabilities, rewsnexpenses and cash flows of these
consolidated Blackstone Funds on a gross basismHjarity economic ownership interests in thesalfuare reflected as Non-Controlling
Interests in Consolidated Entities and RedeemableGontrolling Interests in Consolidated Entitinghe condensed consolidated financial
statements. The consolidation of these Blackstamel§has no net effect on the Partnership’s Neinec(Loss) or Partners’ Capital.

The Partnership’s interest in Blackstone Holdirgwithin the scope of the Emerging Issues Taskd-¢iEITF") Issue No. 04-5,
Determining Whether a General Partner, or the Gah&artners as a Group, Controls a Limited Partrtépsor Similar Entity When th
Limited Partners Have Certain Righ(“"EITF 04-5"). Although the Partnership has a minority economierest in Blackstone Holdings, it h
a majority voting interest and controls the managetnof Blackstone Holdings. Additionally, althoutite Blackstone Holdings’ limited
partners hold a majority economic interest in B&oke Holdings, they do not have the right to dissthe partnership or have substantive
kick-out rights or participating rights that wowg@ercome the presumption of control by the PartriprdAccordingly, the Partnership
consolidates Blackstone Holdings and records nantrating interests for the economic interestsiwfited partners of the Blackstone
Holdings partnerships.

On January 1, 2009, in order to simplify Blacksterstructure and ease the related administrativéddsuand costs, Blackstone effected
an internal restructuring to reduce the numberobdihg partnerships from five to four by causin@éistone Holdings Il L.P. to transfer all
of its assets and liabilities to Blackstone Holding L.P. In connection therewith, Blackstone Halgs IV L.P. was renamed Blackstone
Holdings Il L.P. and Blackstone Holdings V L.P.swu&named Blackstone Holdings IV L.P. The econdntirests of the Partnership

7
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THE BLACKSTONE GROUP L.P.

Notes to Condensed Consolidated Financial Statement-(Continued)
(All Dollars Are in Thousands, Except Unit and PerUnit Data, Except Where Noted)

in Blackstone’s business remain entirely unaffectBthckstone Holdings” refers to the five holdipgrtnerships prior to the January 2009
reorganization and the four holdings partnershifssequent to the January 2009 reorganization.

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

Acquisition of GSO Capital Partners LP —On March 3, 2008, the Partnership acquired GSOt@ldpartners LP and certain of its
affiliates (“GSQO”). GSO is an alternative asset agar specializing in the credit markets. GSO mamageous multi-strategy credit hedge
funds, mezzanine funds, senior debt funds and wai@ O vehicles. GSO’s results have been includdldé Marketable Alternative Asset
Management segment from the date of acquisition.

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Investments, At Fair Value —The Blackstone Funds are, for GAAP purposes, imvest companies under the AICPA Audit and
Accounting Guiddnvestment Companigisat reflect their investments, including majorityned and controlled investments (the “Portfolio
Companies”) as well as Securities Sold, Not YetRased at fair value. The Partnership has retdhreedpecialized accounting for the
Blackstone Funds pursuant to EITF Issue No. 83RE2ention of Specialized Accounting for Investmien@onsolidation*EITF 85-12").
Thus, such consolidated funds’ investments arectftl on the Condensed Consolidated Statemenirsaridial Condition at fair value, with
unrealized gains and losses resulting from chaimgfesr value reflected as a component of Net Gélisses) from Fund Investment
Activities in the Condensed Consolidated Statemeh@perations. Fair value is the amount that wdnddeceived to sell an asset or paid to
transfer a liability, in an orderly transactionwetn market participants at the measurement datettie exit price).

The fair value of the Partnership’s Investments Sadurities Sold, Not Yet Purchased are based serelble market prices when
available. Such prices are based on the last pat@son the measurement date, or, if no salesrmatwn such date, at the close of business
“bid” price and if sold short, at the “ask” price & the “mid” price depending on the facts anduinstances. Futures and options contracts
are valued based on closing market prices. Foramaddswap contracts are valued based on marketaapeies obtained from recognized
financial data service providers.

A significant number of the investments, includowy carry fund investments, have been valued by#rénership, in the absence of
observable market prices, using the valuation nugtlogies described below. Additional informatiogaeding these investments is provided
in Note 4 to the condensed consolidated finants#éments. For some investments, little marketvigtinay exist; management’s
determination of fair value is then based on th& bdormation available in the circumstances amy incorporate management’s own
assumptions, including appropriate risk adjustmétsionperformance and liquidity risks. The Parshé estimates the fair value of
investments when market prices are not observabiellaws:

Corporate private equity, real estate and debt gtreents— For investments for which observable market @ride not exist, such
investments are reported at fair value as detewiiyethe Partnership. Fair value is determineddfgrence to projected net earnings,
earnings before interest, taxes, depreciation amuttization (“EBITDA”) and balance sheets, publiarket or private transactions, valuations
for comparable companies and other measures wihichany cases, are unaudited at the time receWftl. respect to real estate investme
in determining fair values management considergpted operating cash flows and balance sheets sél

8
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THE BLACKSTONE GROUP L.P.

Notes to Condensed Consolidated Financial Statement-(Continued)
(All Dollars Are in Thousands, Except Unit and PerUnit Data, Except Where Noted)

comparable assets, if any, and replacement castm@other measures. The methods used to estihefait value of private investments
include the discounted cash flow method and/ortabpation rates (“cap rates”) analysis. Valuatiomsy also be derived by reference to
observable valuation measures for comparable compan assets (e.g., multiplying a key performamedric of the investee company or
asset, such as EBITDA, by a relevant valuation iplelbbserved in the range of comparable companiémnsactions), adjusted by
management for differences between the investmmehttee referenced comparables and, in some ingabgeeference to option pricing
models or other similar methods. Corporate prieapeity and real estate investments may also begiadticost for a period of time after an
acquisition as the best indicator of fair valuee3é valuation methodologies involve a significaagrée of management judgment.

Funds of hedge funds- Blackstone Funds’ direct investments in hedge fufldsestee Funds”) are stated at fair value, basethe
information provided by the Investee Funds whidtents the Partnership’s share of the fair valuthefnet assets of the investment fund. If
the Partnership determines, based on its own digenice and investment procedures, that the valoddtr any Investee Fund based on
information provided by the Investee Fund’s managi@ndoes not represent fair value, the Partnershiigstimate the fair value of the
Investee Fund in good faith and in a manner thatzsonably chooses, in accordance with its valnatolicies.

In certain cases, debt and equity securities dreetlaon the basis of prices from an orderly tratisadetween market participants
provided by reputable dealers or pricing servitesletermining the value of a particular investmenicing services may use certain
information with respect to transactions in suckestments, quotations from dealers, pricing mastixearket transactions in comparable
investments and various relationships between tmarss.

Certain Blackstone Funds sell securities that tleenot own, and will therefore be obligated to fage such securities at a future date.
The value of an open short position is recorded lgbility, and the fund records unrealized apjaten or depreciation to the extent of the
difference between the proceeds received and the wthe open short position. The applicable B&one Fund records a realized gain or
loss when a short position is closed. By entenmg short sales, the applicable Blackstone Fundstiba market risk of increases in value of
the security sold short. The unrealized appreciadtiodepreciation as well as the realized gaiross hssociated with short positions is
included in the Condensed Consolidated Statemém@perations as Net Gains (Losses) from Fund Imrest Activities.

Securities transactions are recorded on a tradehdesis.

Recent Accounting Developments— In December 2007, the Financial Accounting Stadsi®8oard (“FASB”) issued SFAS No. 141
(R), Business Combinatiorfs§SFAS No. 141(R)"). SFAS No. 141(R) requires tloguairing entity in a business combination to redngrhe
full fair value of assets, liabilities, contractwaintingencies and contingent consideration obthin¢he transaction (whether for a full or
partial acquisition); establishes the acquisitiatedfair value as the measurement objective faasséts acquired and liabilities assumed;
requires expensing of most transaction and restrinct costs; and requires the acquirer to disdosevestors and other users all of the
information needed to evaluate and understandahe@and financial effect of the business commnalSFAS No. 141(R) applies to all
transactions or other events in which the Partmgdhtains control of one or more businesses, @finlythose sometimes referred to as “true
mergers” or “mergers of equalahd combinations achieved without the transferoofsederation, for example, by contract alone ooulgh the
lapse of minority veto rights. SFAS No. 141(R) agplprospectively to business combinations for Wit acquisition date is on or after
January 1, 2009. The Partnership had no such ttmss for the quarter ended March 31, 2009.
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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 non-controlling (minority)
interests as equity (as opposed to a liability eznanine equity) and provides guidance on the atogufor transactions between an entity
and non-controlling interests. SFAS No. 160 appghiespectively as of January 1, 2009, except fepttesentation and disclosure
requirements which are applied retrospectivelyalbperiods presented. The Partnership adopted S¥Y®AS3 60 effective January 1, 2009 and
as a result, (a) with respect to the Condenseddlidased Statements of Financial Condition, the é&able Non-Controlling Interests in
Consolidated Entities was renamed as such and menhalassified as mezzanine equity and the noreradble Non-Controlling Interests in
Consolidated Entities and Non-Controlling Intera@stBlackstone Holdings have been reclassified esnaponent of Partners’ Capital,

(b) with respect to the Condensed Consolidated®iamnts of Operations, Net Income (Loss) is noweapresl before nonentrolling interests
the three categories of non-controlling interesdésubksed in (a) above are now presented separateljthe Condensed Consolidated
Statement of Operations now nets to Net Incomeg)Attributable to The Blackstone Group L.P., (édwespect to the Condensed
Consolidated Statement of Changes in Partners't@lapll forward columns have now been added &arhecomponent of non-controlling
interests discussed in (a) above.

In March 2008, the FASB issued SFAS No. 1Bisclosures about Derivative Instruments and Hedghativities(*SFAS No. 161").
SFAS No. 161 is intended to improve financial réjpgrabout derivative instruments and hedging &@iv by requiring enhanced disclosures
to enable investors to better understand how tims$ruments and activities are accounted for; hndnahy they are used; and their effects on
an entity’s financial position, financial performam and cash flows. SFAS No. 161 is effective iioaricial statements issued for fiscal years
and interim periods beginning after November 1880 he adoption of SFAS No. 161 on January 1, 20090t have a material impact on
the Partnership’s consolidated financial statements

In March 2008, the EITF reached a consensus or INsu07-4 Application of the Two-Class Method under FASBestaint No. 128,
Earnings Per Shardo Master Limited Partnershig8EITF 07-4"). EITF 07-4 applies to master limitpdrtnerships that make incentive
equity distributions. EITF 07-4 is to be applietrospectively beginning with financial statemerssuied in the interim periods of fiscal years
beginning after December 15, 2008. The Partnethgpted EITF 07-4 on January 1, 2009. The adoptfi@i TF 074 did not have a mater
impact on the Partnership’s consolidated finanstalements.

In April 2008, the FASB issued Staff Position N&\$142-3 Determination of the Useful Life of Intangible AsgeFSP No. 142-3").
FSP No. 142 amends the factors an entity should consideewelbping renewal or extension assumptions useétiermining the useful lif
of recognized intangible assets under SFAS No. G42dwill and Other Intangible Assets&SP No. 142-3 affects entities with recognized
intangible assets and is effective for financiatements issued for fiscal years beginning aftereder 15, 2008, and interim periods within
those fiscal years. The new guidance applies potisedy to (1) intangible assets that are acquinetividually or with a group of other assets
and (2) both intangible assets acquired in busioes®inations and asset acquisitions. The adopfi¢isP No. 142-3 did not have a material
impact on the Partnership’s consolidated finansfalements.

In June 2008, the FASB issued Staff Position EITd- 08-6-1,Determining Whether Instruments Granted in SharseBaPayment
Transactions Are Participating Securiti€sSP EITF No. 03-6-1"). FSP EITF No. 03-6-1 addeswhether instruments granted in share-
based payment transactions are participating sesugrior to vesting and therefore need to beuiet! in the earnings allocation in
calculating earnings per share under the two-ctatbiod described in SFAS No. 1Z3rnings per Shard=SP EITF No. 03-6-1 requires
entities to treat unvested share-based paymentiavizat have non-forfeitable rights to dividend or
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dividend equivalents as a separate class of simuiit calculating earnings per share. This FS#¥féstive for fiscal years beginning after
December 15, 2008; earlier application is not ptedi The Partnership adopted FSP EITF No. 03-Bettive January 1, 2009 and includes
unvested participating Blackstone Common Units esmaponent of Common Units Entitled to Priority fhiisutions —Basic in the calculatic
of earnings per common unit for all periods preséntiue to their equivalent distribution rightsBdackstone Common Units. The impact of
the adoption and retroactive application on 2008 asfollows:

Three Months Ended Year Ended
March 31, 2008 December 31, 2008
Originally Originally

Upon Upon

Reported Adoption Reported Adoption
Net Loss Per Common Unit— Basic and Diluted

Common Units Entitled to Priority Distributiol $ (0.99) $ (0.95) $ (4.36) $ (4.3)
Common Units Not Entitled to Priority Distributiol $ (3.09 $(3.00

In April 2009, the FASB issued Staff Position N&714,Determining Fair Value When the Volume and Levélaiivity for the Asset or
Liability Have Significantly Decreased and Identify Transactions That Are Not Orde((“FSP FAS 157-4"). FSP FAS 157-4 provides
additional guidance for estimating fair value ict@awlance with SFAS No. 15Fair Value MeasuresFSP FAS 15% is effective for financi:
statements issued for interim or annual periodé$ngnaffter June 15, 2009. The Partnership is cugr@vialuating the impact of FSP FAS 157-
4 on its consolidated financial statements.

In April 2009, the FASB issued Staff Position Na512 and 124-2Recognition and Presentation of Other-Than-Tempporar
Impairments(“FSP FAS 115-2") which provides new guidance om ithcognition of other-than-temporary impairmerftsneestments in debt
securities and provides new presentation and disoéorequirements for other-than-temporary impamsef investments in debt and equity
securities. FSP FAS 115-2 is effective for finahstatements issued for interim or annual perigutirg after June 15, 2009. The Partnership
is currently evaluating the impact of FSP FAS 153h4ts consolidated financial statements.

In April 2009, the FASB issued Staff Position N0711 and APB 28-linterim Disclosures about Fair Value of Financighf&ments
(“FSP FAS 107-1"). FSP FAS 107-1 amends SFAS N@, D@sclosures about Fair Value of Financial Instrunieto require disclosures
about fair value of financial instruments in interfeporting periods. Such disclosures were preWfaesjuired only in annual financial
statements. FSP FAS 107-1 is effective for findrati@ements issued for interim or annual perioutirgy after June 15, 2009. As FSP FAS
107-1 applies only to financial statement disclesuthe impact of adoption will be limited to firtgal statement disclosure.

3.  GOODWILL AND INTANGIBLE ASSETS
Goodwill
The following table outlines changes to the cagyamount of Goodwill as of March 31, 2009:

Goodwill
Balance at December 31, 2C $1,703,60:;
Amortization —
Balance at March 31, 20( $1,703,60:;
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Total Goodwill has been allocated to each of therfeaship’s segments as follows: Corporate Pritageity — $694,512; Real Estate —
$421,739; Marketable Alternative Asset Manageme®$18,477; and Financial Advisory — $68,874.

Intangible Assets
The following table outlines changes to the cagyamount of Intangible Assets, Net as of MarchZRD9:

Intangible

Assets
Contractual Right $1,348,37!
Accumulated Amortizatiol (310,35)
Intangible Assets, N¢ $1,038,01.

Amortization expense associated with intangibletswas $39.5 million and $33.5 million for the gaes ended March 31, 2009 and
2008, respectively, and is included in General, Adstrative and Other in the accompanying Conderaausolidated Statements of
Operations. Amortization of intangible assets taltflarch 31, 2009 is expected to be approximat&gB83 million for the year ended
December 31, 2009.

4. INVESTMENTS
Investments
A summary of Investments consists of the following:

March 31, December 31,

2009 2008
Investments of Consolidated Blackstone Fu $1,216,91! $ 1,556,26:
Equity Method Investmen 1,028,05! 1,063,61
Performance Fees and Allocatic 118,32: 147,42
Other Investment 33,83¢ 63,64¢

$2,397,13 $2,830,94.

Blackstone’s share of Investments of ConsolidatiediB&tone Funds totaled $351.6 million and $409l2am at March 31, 2009 and
December 31, 2008, respectively. Equity Method $tivents represents investments in non-consolidatets as described below, of which
Blackstone’s share totaled $963.5 million and $ilibn at March 31, 2009 and December 31, 2008peetively.
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Investments of Consolidated Blackstone Funds
The following table presents a condensed summatiyeoinvestments held by the consolidated Blacksteumds that are reported at fair
value. These investments are presented as a pageenit Investments of Consolidated Blackstone Funds

Percentage of
Investments of
Consolidated

Fair Value Blackstone Funds
December 31 March 31, December 31
Geographic Region / Instrument Type / Industry March 31,
Description or Investment Strategy 2009 2008 2009 2008
United States and Canad:
Investment Funds, principally related to marketailernative asset
management func
Credit Driven $ 379,50 $ 695,62 31.2% 44.1%
Diversified Investment 332,52t 345,03: 27.5% 22.2%
Equity 76,19:¢ 34,49¢ 6.2% 2.2%
Other 512 64¢ — 0.1%
Investment Funds Total
(Cost: 200¢— $994,555; 200¢— $1,283,697 788,73. 1,075,80! 65.(% 69.2%
Equity Securities, principally related to marketahblternative asset
management and corporate private equity ft
Manufacturing 17,65 17,78 1.5% 1.1%
Services 69,39( 81,54: 5.8% 5.2%
Natural Resource 63€ 551 0.1% —
Real Estate Asse 1,454 1,76¢ 0.1% 0.1%
Equity Securities Total
(Cost: 200¢— $112,576; 200¢— $112,739) 89,13: 101,64! 7.5% 6.4%
Partnership and LLC Interests, principally relatedorporate privat
equity and real estate fun
Real Estate Asse 78,46 103,45: 6.4% 6.€%
Services 92,36( 98,59: 7.€% 6.2%
Manufacturing 24,63: 23,59¢ 2.C% 1.5%
Natural Resource 35¢€ 317 — —
Credit Driven 19,21! 19,65¢ 1.€% 1.3%
Partnership and LLC Interests Total
(Cost: 200<— $298,680; 200— $294,846) 215,02: 245,62( 17.6% 15.7%
Debt Instruments, principally related to marketaddternative asset
management func
Manufacturing 3,88¢ 4,251 0.2% 0.2%
Services 4,20: 4,09: 0.2% 0.2%
Real Estate Asse 48t 48E — —
Debt Instruments Total
(Cost: 200<— $9,529; 200¢&— $9,396) 8,574 8,82¢ 0.6% 0.€%
United States and Canada Tota
(Cost: 2009 — $1,415,340; 2008 — $1,700,678) 1,101,46. 1,431,89 90.7% 91.%

13



Table of Contents

THE BLACKSTONE GROUP L.P.

Notes to Condensed Consolidated Financial Statement-(Continued)

(All Dollars Are in Thousands, Except Unit and PerUnit Data, Except Where Noted)

Geographic Region / Instrument Type / Industry
Description or Investment Strategy

Europe
Equity Securities, principally related to marketabl

alternative asset management and corporate private

equity funds
Manufacturing
Services
Equity Securities Total
(Cost: 200¢— $45,525; 200¢— $45,295)
Partnership and LLC Interests, principally related
corporate private equity and real estate fu
Services
Real Estate Asse
Partnership and LLC Interests, principally related
corporate private equity and real estate funds
(Cost: 200¢— $45,762; 200¢— $46,104)
Debt Instruments, principally related to marketable
alternative asset management fu
Manufacturing
Services
Debt Instruments, principally related to marketable
alternative asset management funds
(Cost: 2009 $1,283; 2008 $1,2¢
Europe Total
(Cost: 2009 — $92,570; 2008 — $92,655)
Asia
Equity Securities, principally related to marketabl

alternative asset management and corporate private

equity funds
Services
Manufacturing
Natural Resource
Real Estate Asse
Diversified Investment
Equity Securities Total
(Cost: 200— $15,219; 200¢— $22,155)
Partnership and LLC Interests, principally related
corporate private equity and real estate fu
Manufacturing
Real Estate Asse
Services
Partnership and LLC Interests Total
(Cost: 200¢— $1,833; 200¢— $1,811)
Debt Instruments, principally related to marketable
alternative asset management funds
(Cost: 2009 $235; 2008 $25

Asia Total (Cost: 2009— $17,287; 200¢&— $24,222)

Fair Value

March 31,

2009

8,78
25,83(

34,61%

29,72:
9,98¢

39,70¢

$ 151
20

171

74,49:

7,30¢
6,55(
i7e
11€

14,15¢

1,182
704
74

1,96(

14

December 31

2008

9,10¢

29,63t

38,74(

31,57

13,67+

45,24¢

84,17

11,20:
8,65¢
442
36€

20,66¢

1,18¢
707

.

1,93¢

151

22,75

Percentage of
Investments of
Consolidated
Blackstone Funds

March 31,

2009

0.7%
2.1%

2.&%

2.4%
0.8%

3.2%

0.1%
0.1%

0.2%

1.2%

December 31

0.€%
1.S%

2.5%

2.C%
0.9%

2.9%

5.4%

0.8%
0.€%

1.4%

0.1%

0.1%

1.5%
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Percentage of
Investments of
Consolidated

Fair Value Blackstone Funds
December 31 March 31, December 31
Geographic Region / Instrument Type / Industry March 31,
Description or Investment Strategy 2009 2008 2009 2008
Other
Equity Securities, principally related to corporptevate equity fund
Natural Resource 1,42z 1,022 0.1% 0.1%
Services 2,01¢ 2,73 0.2% 0.2%
Equity Securities Total
(Cost: 200<— $2,707; 200¢&— $2,606) 3,441 3,75¢ 0.2% 0.4%
Partnership and LLC Interests, principally relat@dorporate private
equity and real estate fun
Natural Resource 21,16¢ 13,59¢ 1.7% 0.€%
Services 82 84 — 0.1%
Partnership and LLC Interests Total
(Cost: 200<— $7,145; 200¢&— $5,063) 21,24¢ 13,68 1.7% 1.C%
Other Total
(Cost: 2009 — $9,852; 2008 — $7,669) 24,68¢ 17,44 2.C% 1.2%
Total Investments of Consolidated Blackstone Fund
(Cost: 2009 — $1,535,049; 2008 — $1,825,224) $1,216,91! $1,556,26. 100.(% 100.(%

At March 31, 2009 and December 31, 2008, there wer@dividual investments, including consideratafrderivative contracts, with
fair values exceeding 5.0% of Blackstone’s nettasgd March 31, 2009 and December 31, 2008, cenattbn was given as to whether any
individual consolidated funds of hedge funds, fedded or any other affiliate exceeded 5.0% of REone’s net assets. At December 31,
2008, Blackport Capital Fund Ltd. had a fair vabidi&594.5 million and was the sole feeder fund gtreent to exceed the 5.0% threshold.

Securities Sold, Not Yet Purchas@te following table presents the Partnership’s 8ties Sold, Not Yet Purchased held by the
consolidated Blackstone Funds, which were printydatld by one of Blackstone’s proprietary hedgeds. These investments are presented
as a percentage of Securities Sold, Not Yet Puechas

Percentage of Securities Sold

Fair Value Not Yet Purchased
March 31, December 31 March 31, December 31

Geographic Region / Instrument Type / Industry Clas 2009 2008 2009 2008
Asia — Equity Instruments

Natural Resource $ 80 $ 77 11.6% 8.6%

Services 42¢ 611 62.2% 68.2%

Manufacturing 127 — 18.4% —

Real Estate Asse 54 20€ 7.8% 23.1%
Total

(Proceeds: 2009 — $638; 2008 — $782) $ 69C $ 894 100.(% 100.(%

Realized and Net Change in Unrealized Gains (L9Ssa% Blackstone Funddlet Gains (Losses) from Fund Investment Activibes
the Condensed Consolidated Statements of Operaticlusle net realized gains
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(losses) from realizations and sales of investmandsthe net change in unrealized gains (lossesltirg from changes in fair value of the
consolidated Blackstone Funds’ investments. THeuahg table presents the realized and net chamg@realized gains (losses) on
investments held through the consolidated Blaclkstaimds:

Three Months Ended

March 31,
2009 2008
Realized Gains (Losse $(60,359)  $ (22,509
Net Change in Unrealized Gains (Loss 4,25 (237,06))

$(56,100  $(259,569)

The following reconciles the Realized and Net CleimgUnrealized Gains (Losses) from Blackstone Biprésented above to the Ot
Income (Loss) — Net Gains (Losses) from Fund Inmesit Activities in the Condensed Consolidated &tatgs of Operations:

Three Months Ended

March 31,
2009 2008
Realized and Net Change in Unrealized Gains (Ly$s@® Blackstone Func $(56,100)  $(259,56/)
Reclassification to Investment Income (Loss) ande@Attributable to Blackstone Side-by-Side Investin
Vehicles 16,81 6,36:
Interest and Dividend Income and Other Attributabl€onsolidated Blackstone Fur 4,52( 37,56¢
Other Income— Net Gains (Losses) from Fund Investment Activi $(34,769)  $(215,63f)

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

FASB Staff Position Financial Accounting Standarml M40-4 and FASB Interpretation Number 46R&closures about Transfers of
Financial Assets and Interests in Variable Intefestities(“FSP FAS No. 140-4 and FIN 46R-8") provides distite requirements for,
among other things, involvements with VIEs. Thaselvements include when Blackstone (1) consolislate entity because it is the primary
beneficiary, (2) has a significant variable int¢tiaghe entity, or (3) is the sponsor of the gntit

These VIEs include investments in corporate prieafgity, real estate, credit-oriented and fundsenfge funds assets. The disclosures
under FSP FAS No. 140-4 and FIN 46R-8 are presentatfully aggregated basis. The investment gfi@seof Blackstone Funds differ by
product; however, the fundamental risks of the Bs&wne Funds have similar characteristics, inclgdiss of invested capital and loss of
incentive fees and performance fees and allocatidoordingly, disaggregation of Blackstone’s ink@nent with VIEs would not provide
more useful information. In Blackstorsefole as general partner or investment advisgernerally considers itself the sponsor of the iapple
Blackstone Fund. For certain of these funds, Blaxriesis determined to be the primary beneficiay la@nce consolidates such funds within
the consolidated financial statements.
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FIN 46(R) requires an analysis to (i) determine titkean entity in which Blackstone holds a varighterest is a variable interest ent
and (ii) whether Blackstone’s involvement, throdgiiding interests directly or indirectly in the gyptor contractually through other variable
interests (e.g., incentive and management fees)ldime expected to absorb a majority of the valitghnf the entity. Performance of that
analysis requires the exercise of judgment. Blaclesdetermines whether it is the primary beneficadra VIE at the time it becomes
involved with a variable interest entity and reddess that conclusion based on certain eventsvatuating whether Blackstone is the prim
beneficiary, Blackstone evaluates its economia@sts in the fund held either directly by Blackstanr indirectly through employees. The
consolidation analysis under FIN 46(R) can gengtadl performed qualitatively. However, if it is metadily apparent that Blackstone is not
the primary beneficiary, a quantitative expectessés and expected residual returns calculatiorbeiflerformed. Investments and
redemptions (either by Blackstone, affiliates oi@dstone or third parties) or amendments to thegong documents of the respective
Blackstone Fund could affect an entity’s statua 8E or the determination of the primary benefigia

For those VIEs in which Blackstone is the sponBtackstone may have an obligation as general partngrovide commitments to s
funds. During the first quarter of 2009, Blackstali@ not provide any support other than its obkgledmount.

At March 31, 2009, Blackstone was the primary bierfy of VIEs whose gross assets were $582.0anillivhich is the carrying
amount of such financial assets in the condensesatidated financial statements. Blackstone is alsignificant variable interest holder or
sponsor in VIEs which are not consolidated, as IBiame is not the primary beneficiary. At March 3@09, assets recognized in the
Partnership’s Condensed Consolidated Statememancial Condition related to our variable intésaa these unconsolidated entities were
$394.2 million with no liabilities. Assets considtef $330.5 million of investments and $63.7 milliof receivables Blackstone’s aggregate
maximum exposure to loss was $394.2 million as afd# 31, 2009.

Performance Fees and Allocations

Blackstone manages corporate private equity fureds estate funds, funds of hedge funds and coeiitted funds that are not
consolidated. The Partnership records as revema#aiaadjusts previously recorded revenue) to cetlee amount that would be due purst
to the fund agreements at each period end as flititeagreements were terminated at that dateertaio performance fee arrangements
related to certain funds of hedge funds and crexltrted funds in the marketable alternative assatagement segment, Blackstone is en
to receive performance fees and allocations whemeturn on assets under management exceeds detaihmark returns or other
performance targets. In such arrangements, perfamenfees and allocations are accrued monthly ateplyabased on measuring account /
fund performance to date versus the performancehmeark stated in the investment management agréemen

Equity Method Investments

Blackstone invests in corporate private equity &jmdal estate funds, funds of hedge funds andtaygdnted funds that are not
consolidated. The Partnership accounts for thesestments under the equity method of accountingcl&itone’s share of operating income
generated by these investments is recorded as jpocamt of Investment Income (Loss) and Other. Bnatunt reflects the fair value gains
and losses of the associated funds’ underlyingsiments since Blackstone retains the specialiasestment company accounting of these
funds pursuant to EITF 85-12.
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A summary of Blackstone’s equity method investmédaoilews:

Equity Held Equity in Net Income (Loss)
December 31 Three Months Ended March 31,
March 31,
2009 2008 2009 2008
Equity Method Investmen $1,028,05! $1,063,61! Equity in Net Income (Loss $ (59,52%) $ (54,239

Other Investments

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

Three Months Ended

March 31,
2009 2008
Realized Gain $ (1,666 $ 25€
Net Change in Unrealized Gains (Loss 141 (519

$ (1,52 $ (256)

Fair Value Measurements

SFAS No. 157Fair Value Measurementg“SFAS No. 157"), establishes a hierarchal disale framework which prioritizes and ranks
the level of market price observability used in g investments at fair value. Market price obability is affected by a number of
factors, including the type of investment, the alateristics specific to the investment and theestéthe marketplace including the existence
and transparency of transactions between markégtipants. Investments with readily available agtquoted prices or for which fair value
can be measured from actively quoted prices inrdarty market generally will have a higher degréenarket price observability and a lesser
degree of judgment used in measuring fair value.

Investments measured and reported at fair valuelassified and disclosed in one of the followirsgegiories.

* Level | — Quoted prices are available in active ke#s for identical investments as of the reportage. The type of investments
in Level I include listed equities and listed datives. As required by SFAS No. 157, the Partnprdbies not adjust the quoted
price for these investments, even in situationsre/fackstone holds a large position and a sal&da@asonably impact the
quoted price

» Level Il — Pricing inputs are other than quotedtpsi in active markets, which are either directlyndirectly observable as of the
reporting date, and fair value is determined thhotie use of models or other valuation methodokdiesestments which are
generally included in this category include corpetaonds and loans, less liquid and restrictedtggeicurities and certain over-
the-counter derivatives

* Level lll — Pricing inputs are unobservable for theestment and includes situations where theligles, if any, market activity
for the investment. The inputs into the determnatf fair value require significant managemengjment or estimation.
Investments that are included in this category galyeinclude general and limited partnership iet#s in corporate private equity
and real estate funds, credit-oriented funds, furfdedge funds, distressed debt and non-investgrade residual interests in
securitizations and collateralized debt obligatic
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In certain cases, the inputs used to measuredaievmay fall into different levels of the fair ual hierarchy. In such cases, the
determination of which category within the fair walhierarchy is appropriate for any given investni€based on the lowest level of input
that is significant to the fair value measuremé&he Partnership’s assessment of the significaneepairticular input to the fair value
measurement in its entirety requires judgment amsiders factors specific to the investment.

The following table summarizes the valuation ofd&stone’s investments by the above SFAS No. 15##ie hierarchy levels as of
March 31, 2009 and December 31, 2008, respectively:

March 31, 2009

Level | Level Il Level Il Total
Investments of Consolidated Blackstone Fu $41,20¢ $ 572 $1,175,13" $1,216,91!
Other Investment 18,32¢ — 15,50¢ 33,83¢
Securities Sold, Not Yet Purchas 69C — — 69C

December 31, 2008

Level | Level Il Level Il Total
Investments of Consolidated Blackstone Fu $58,40¢ $ 994  $1,496,86. $1,556,26.
Other Investment 22,49¢ — 41,14¢ 63,64
Securities Sold, Not Yet Purchas 894 — — 894

The following table summarizes the Level Il invasints by valuation methodology as of March 31, 2009

Total

Marketable Investment
Alternative
Corporate Asset Company
Fair Value Based on Private Equity Real Estate Managemen Holdings
Third-Party Fund Manage — — 66% 66%
Specific Valuation Metric: 21% 9% 4% 34%
21% 9% 70% 10(%

The changes in investments measured at fair valuetich the Partnership has used Level Il ingatdetermine fair value are as
follows. The following table does not include gaordosses that were reported in Level lll in pyears or for instruments that were
transferred out of Level Il prior to the end o&thurrent reporting period.

Three Months Ended

March 31,
2009 2008

Balance, Beginning of Peric $1,538,00 $2,362,54:
Transfer In (Out) of Level Ill, Ne (52 —
Purchases (Sales), N (308,80 23,25¢
Realized Gains (Losses), N (5,227) 6,78¢
Changes in Unrealized Gains (Losses) Included miEgs Related to Investments Still Held at the &tépg

Date (33,28)) (117,900
Balance, End of Peric $1,190,64 $2,274,68.
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Total realized and unrealized gains and lossesdeddor Level Ill investments are reported in Katins (Losses) from Fund
Investment Activities in the Condensed Consolid&ttements of Operations.

5.  LOANS PAYABLE
As of March 31, 2009, Blackstone had no outstanbiorgowings under its revolving credit facility.

Blackstone has a new committed revolving creditlifgdor $850 million, which will be effective MayL1, 2009 when the current facil
expires.

6. INCOME TAXES

The Blackstone Holdings Partnerships operate irUtise as partnerships for U.S. federal income tap@ses and generally as corporate
entities in non-U.S. jurisdictions; accordinglyesie entities in some cases are subject to the Nelv Qity unincorporated business tax or, in
the case of non-U.S. entities, to non-U.S. corgoiratome taxes. In addition, certain wholly-ownetitees of the Partnership are subject to
federal, state and local corporate income taxes.

Blackstone adopted SFAS No. 160 effective Janua®pQ9. As a result of the adoption, Blackston@guired to calculate its effective
tax rate on Consolidated Income (Loss) Before Riowifor Taxes as opposed to the Net Income (LAksputable to The Blackstone Group
L.P. Accordingly, under SFAS No. 160, Blackstoneffective tax rate was 1.94% and 0.72% for thegtmenths ended March 31, 2009 and
2008, respectively. Blackstone’s income tax pravisivas $17.7 million and $9.0 million for the thmeenths ending March 31, 2009 and
2008, respectively.

Prior to the adoption of SFAS No. 160, after eliating the effects of non-controlling interests, &dstone’s effective tax rate would
have been 6.31% for the three months ended MarcB(®D, which is comparable to the 1.73% effectaserate that was reported for the
three months ended March 31, 2008. Blackstonei®sponding income tax provision would have been®t8llion for the three months
ended March 31, 2009, which is comparable to th@ &4llion reported for three months ended MarchZ08.

Blackstone’s effective tax rate for the three merghded March 31, 2009 was due to the followinjcé€ttain wholly-owned
subsidiaries were subject to federal, state ara lmarporate income taxes on income allocated &ul&itone and certain non-U.S. corporate
entities continue to be subject to non-U.S. corgoirecome tax, and (2) a portion of the compensatimarges that contribute to Blackstone’s
net loss are not deductible for tax purposes.

7. NET LOSS PER COMMON UNIT

Beginning in the third quarter of 2008, certaintbaiders exchanged Blackstone Holdings Partnetgdhifs for Blackstone Common
Units. Until the Blackstone Common Units issueduich exchanges are transferred to third partiesgitbhanging unitholders will forego a
priority distributions referred to below. As a résunet loss available to the common unitholders a#ocated between common units entitled
to priority distributions and common units not €et to priority distributions. The Partnership ltasculated net loss per unit in accordance
with EITF Issue No. 03-O&articipating Securities and the Two-Class Methadler FASB Statement 12&ITF 03-06") and FSP EITF
No. 0%-6-1.
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Basic and diluted net loss per common unit forttitee months ended March 31, 2009 is calculatédliasvs:

Three Months Ended
March 31, 2009

Basic Diluted
Total Undistributed Los
Net Loss Allocable to Common Unit Holde $ (231,579 $ (231,579
Less: Distributions to Common Unitholde (81,420 (81,420
Total Undistributed Los $ (312,999 $ (312,999
Allocation of Total Undistributed Los
Undistributed Los— Common Unitholders Entitled to Priority Distributi® $  (311,14) $  (311,14)
Undistributed Los— Common Unitholders Not Entitled to Priority Distuitions (1,85 (1,85
Total Undistributed Los $ (312,999 $ (312,999
Net Loss Per Common Ur— Common Units Entitled to Priority Distributionsndistributed
Loss per Common Un $ (1.19) $ (1.19)
Priority Distributions 0.3C 0.3C
Net Loss Per Common Ur— Common Units Entitled to Priority Distributiol $ (0.89 $ (0.89
Net Loss Per Common Ur— Common Units Not Entitled to Priority Distributie
Undistributed Loss per Common U $ (1.149) $ (1.14)
Priority Distributions — —
Net Loss Per Common Ur— Common Units Not Entitled to Priority Distributiol $ (1.19 $ (119
Weighted-Average Common Units Outstanding — Comidoits Entitled to Priority
Distributions 273,624,49 273,624,49
Common Units Not Entitled to Priority Distributiol 1,627,541 1,627,541
Total Weighte-Average Common Units Outstandi 275,252,03 275,252,03

For the three months ended March 31, 2009, a wadgaterage total of 26,206,018 unvested deferstdetd common units and
830,772,697 Blackstone Holdings Partnership Unésavanti-dilutive and as such have been excluded the calculation of diluted earnings
per unit.
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Basic and diluted net loss per common unit forttitee months ended March 31, 2008 was as follows:

Three Months Ended
March 31, 2008

Basic Diluted
Net Loss Allocable to Common Unit Holde $ (250,99) $ (250,99)
Weighte«-Average Common Units Outstandi 263,147,12 263,147,12
Net Loss per Common Ur $ (0.99) $ (0.99)

For the three months ended March 31, 2008, a wadgaterage total of 32,060,929 unvested deferstdetd common units and
831,980,264 Blackstone Holdings Partnership Unésavanti-dilutive and as such have been excluded the calculation of diluted earnings
per unit.

Cash Distribution Policy

Blackstone’s current intention is to distributetdcommon unitholders substantially all of The &dstone Group L.P.’s net after-tax
share of our annual adjusted cash flows from ofmerain excess of amounts determined by its gepardaher to be necessary or appropriate
to provide for the conduct of its business, to majpropriate investments in our business and owdsuto comply with applicable law, any
its debt instruments or other agreements, or twighecfor future distributions to its common unittlets for any ensuing quarter. The
declaration and payment of any distributions wdldt the sole discretion of the general partneighvimay change the distribution policy at
any time.

The partnership agreements of the Blackstone Hgddpartnerships provide that until December 3192€te income (and accordingly
distributions) of Blackstone Holdings are to beeadited each year:

» first, to The Blackstone Group L.P.’s wholly-ownsabsidiaries until sufficient income has been smcated to permit The
Blackstone Group L.P. to make aggregate distrilmstto its common unitholders of $1.20 per commahaman annualized basis
for such year

» second, to the other partners of the BlackstoneiHgs partnerships until an equivalent amount obine on a partnership interest
basis has been allocated to such other partnesufbryear; an

» thereatfter, pro rata to all partners of the BlagkstHoldings partnerships in accordance with ttespective partnership interes

In addition, the partnership agreements of the IBiame Holdings partnerships will provide for caktributions, referred to as “tax
distributions,” to the partners of such partnershighe wholly-owned subsidiaries of The Blackstdaroup L.P., which are the general
partners of the Blackstone Holdings partnershipteminine that the taxable income of the relevarthpaship will give rise to taxable income
for its partners. Generally, these tax distribwiavill be computed based on Blackstone’s estimbtheonet taxable income of the relevant
partnership allocable to a partner multiplied byaaeumed tax rate equal to the highest effectiwgima combined U.S. federal, state and
local income tax rate prescribed for an individomatorporate resident in New York, New York (takingp account the nondeductibility of
certain expenses and the character of our incofne) Blackstone Holdings partnerships will makedsstributions only to the extent
distributions from such partnerships for the refewaear were otherwise insufficient to cover suphliabilities.

Until December 31, 2009, Blackstone personnel d@hdre with respect to their Blackstone HoldingstiRaship Units will not receive
any distributions (other than tax distributionghe circumstances specified
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above) for a year unless and until our common oitdgrs receive aggregate distributions of $1.20cpermon unit for such year. Blackstone
does not intend to maintain this priority allocatafter December 31, 2009.

Unit Repurchase Program

In January 2008, Blackstone announced that thedBafaDirectors of its general partner, Blackstonmep Management L.L.C., had
authorized the repurchase by Blackstone of up @9$billion of Blackstone Common Units and Blackgtd#oldings Partnership Units.
Under this unit repurchase program, units may panehased from time to time in open market trarigast in privately negotiated
transactions or otherwise. The timing and the dctumber of Blackstone Common Units and Blackstdo#lings Partnership Units
repurchased will depend on a variety of factorsluiding legal requirements, price and economicraadket conditions. This unit repurchase
program may be suspended or discontinued at argyaimd does not have a specified expiration datan®the three months ended March
2009, Blackstone repurchased a combination of 47/@8P1Blackstone Common Units and Blackstone HokliRgrtnership Units as part of the
unit repurchase program for a total cost of $27ilBan. As of March 31, 2009, the amount remainangilable for repurchases was
$342.6 million under this program. The repurch&seiited in a decrease in Blackstone’s ownershgrest in Blackstone Holdings on
Blackstone’s equity of $14.7 million. During the¢k months ended March 31, 2008, Blackstone repaetha combination of 8,319,101
vested and unvested Blackstone Holdings Partnetshiiig as part of the repurchase program. The ofyase resulted in a decrease in
Blackstone’s ownership interest in Blackstone Hugdi equity of $89.2 million.

8. EQUITY-BASED COMPENSATION

The Partnership has granted equity-based compensatiards to Blackstone’s senior managing directars-partner professionals,
non-professionals and selected external advisateruhe Partnership’s 2007 Equity Incentive Plae (Equity Plan”), the majority of which
to date were granted in connection with the IPGe EQuity Plan allows for the granting of optionsitappreciation rights or other unit-based
awards (units, restricted units, restricted commoits, deferred restricted common units, phantaostricded common units or other utigsec
awards based in whole or in part on the fair vallihe Blackstone Common Units or Blackstone Haidiartnership Units). As of
January 1, 2009, the Partnership had the abiligrant 163,574,323 units under the Equity Planrdutine year ending December 31, 2009.

For the three months ended March 31, 2009, the&atiip recorded compensation expense of $738l@mnih relation to its equity-
based awards with a corresponding tax benefit ¢f 8fllion. The Partnership recorded compensatiqrease of $914.7 million in relation to
its equity-based awards with a corresponding tarefieof $5.4 million for the three months endedria31, 2008. As of March 31, 2009,
there was $8.6 billion of estimated unrecognizetipensation expense related to unvested awardscdbiis expected to be recognized ¢
a weighted-average period of 4.7 years.

Total vested and unvested outstanding units, inetuBlackstone Common Units, Blackstone Holdingsiaship Units and deferred
restricted common units, were 1,127,145,343 asafcki31, 2009. Total outstanding unvested phantaits were 508,522 as of March 31,
20009.
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A summary of the status of the Partnership’s uregesjuity-based awards as of March 31, 2009 andhansiry of changes during the
period January 1, 2009 through March 31, 2009pegsented 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, December 31, 20 354,311,43 $ 30.8¢ 28,569,60 $ 25.9C 532,79: $ 26.0¢
Granted 1,153,38! 4.7% — — — —
Vested (449,78() 25.22 (205,734 26.4¢ (3,667) 27.5¢
Exchanget — — (3,329 5.8(C 3,322 5.8C
Forfeited (3,446,66) 29.9¢ (2,289,59) 25.4( (23,92) 26.1(C
Balance, March 31, 20( 351,568,37 30.8:  26,070,96 26.0¢ 508,52. 25.91%

In March 2008, the Partnership modified certain@emanaging directors’ Blackstone Holdings Parshgr Unit award agreements and
subsequently repurchased under the unit repurgirageam both vested and unvested units in conjonatith the modifications. At the date
of such madifications, the Partnership recognizgdl tompensation expense of $167.2 million, whigls included in the total equity-based
compensation expense of $914.7 million for theghmonths ended March 31, 2008, related to the eatibins and cash settlement.

Units Expected to Vest
The following unvested units, as of March 31, 20@r@, expected to vest:

Weighted-Average
Service Period

Units in Years
Blackstone Holdings Partnership Ur 332,983,32 4.5
Deferred Restricted Blackstone Common U 21,853,34 4.8
Total Equity-Based Award: 354,836,67 4.5
Phantom Unit: 458,01: 1.1
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9. RELATED PARTY TRANSACTIONS
Affiliate Receivables and Payables

Blackstone Group considers its Founder, senior giagalirectors, employees, the Blackstone Fundstdortfolio Companies to be
affiliates. As of March 31, 2009 and December 30& Due from Affiliates and Due to Affiliates wetemprised of the following:

March 31, December 31
2009 2008
Due from Affiliates

Primarily Interest Bearing Advances Made on Beb&alEertain Non-Controlling Interest Holders and
Blackstone Employees for Investments in Blackstomeds $ 154,92 $ 175,26¢
Payments Made on Behalf of N-Consolidated Entitie 56,59¢ 58,53¢
Management and Performance Fees Due fron-Consolidated Funds of Fun 57,35! 50,77
Amounts Due from Portfolio Companies and Fu 93,81: 72,37¢
Advances Made to Certain N-Controlling Interest Holders and Blackstone Empés 8,44¢ 8,13(
Investments Redeemed in M-Consolidated Funds of Fun 58,73¢ 496,35(

$ 429.86¢ $ 861,43:

Due to Affiliates

Due to Certain Nc-Controlling Interest Holders in Connection with fhi@x Receivable Agreeme $ 714460 $ 722,44¢
Accrual for Potential Repayment of Previously ReediPerformance Fees and Allocatis 455,82: 260,01¢
Distributions Received on Behalf of Certain I-Controlling Interest Holders and Blackstone Empks 87,85¢ 262,73
Distributions Received on Behalf of N-Consolidated Entitie 12,15: 22,93¢
Payments Made by N-Consolidated Entitie 3,12¢ 17,43¢

$1,273,42.  $1,285,57

Interests of the Founder, Senior Managing Directorand Employees

In addition, the Founder, senior managing direcéord employees invest on a discretionary basisaéBtackstone Funds both directly
and through consolidated entities. Their investmemiy be subject to preferential management fegarfdrmance fee and allocation
arrangements. As of March 31, 2009 and Decembe2(®18, the Founder’s, other senior managing dirsttmnd employees’ investments
aggregated $495.1 million and $507.2 million, respely, and the Founder’s, other senior managingctbrs’ and employees’ share of the
Net Income (Loss) Attributable to Redeemable -Controlling and Non-Controlling Interests in Colidated Entities aggregated
$(34.0) million and $(66.4) million for the threeonths ended March 31, 2009 and 2008, respectively.

Loans to Affiliates

Loans to affiliates consist of interds¢aring advances to certain Blackstone individt@mfmance their investments in certain Blackst
Funds. These loans earn interest at Blackstonstsofdorrowing and such interest totaled $0.4iarlland $1.5 million for the three months
ended March 31, 2009 and 2008, respectively.
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No such loans that were outstanding as of Marct2829 were made to any director or executive offafeBlackstone since March 22, 20(
the date of Blackstone’s initial filing with the Geities and Exchange Commission of a registragtatement relating to its initial public
offering.

Contingent Repayment Guarantee

Blackstone and its personnel who have receivedechimterest distributions have guaranteed paymerat several basis (subject to a
cap), to the corporate private equity, real estatécertain credit-oriented funds of any contingepayment (clawback) obligation with
respect to the excess carried interest allocatétetgeneral partners of such funds and indireettgived thereby to the extent that either
Blackstone or its personnel fails to fulfill itssgiback obligation, if any.

Accrual for potential repayment of previously re@sl Performance Fees and Allocations, which ismapoment of Due to Affiliates,
represents amounts previously paid to Blackstorldirigs and non-controlling interest holders thatldoneed to be repaid to the Blackstone
Funds if the Blackstone carry funds were to beitigted based on the fair value of the underlyingi&i investments as of March 31, 2009
and December 31, 2008. As of March 31, 2009, sbdibations were $455.8 million, of which $217.5 lioih related to Blackstone Holdings
and $238.3 million related to non-controlling irgst holders. As of December 31, 2008, such obtigativere $260.0 million, of which
$109.8 million related to Blackstone Holdings arié®.2 million related to non-controlling interestidters.

Tax Receivable Agreement

Blackstone used a portion of the proceeds froniRiieand the sale of non-voting common units toiBgijNVonderful Investments to
purchase interests in the predecessor businessa<értain non-controlling interest holders. Iniidd, holders of Blackstone Holdings
Partnership Units may exchange their Blackstonalidgk Partnership Units for Blackstone Common Uoits one-for-one basis. The
purchase and subsequent exchanges are expeceslilaim increases in the tax basis of the tangihl®intangible assets of Blackstone
Holdings and therefore reduce the amount of takBheckstone’s wholly-owned subsidiaries would attise be required to pay in the future.

Certain subsidiaries of the Partnership which arparate taxpayers have entered into tax receivadreements with each of certain
non-controlling interest holders and additional tegeivable agreements have been executed, andontihue to be executed, with newly-
admitted senior managing directors and others velqaiee Blackstone Holdings Partnership Units. Tieeaments provide for the payment
the corporate taxpayers to such owners of 85%ephthount of cash savings, if any, in U.S. fedestake and local income tax that the
corporate taxpayers actually realize as resuhefaforementioned increases in tax basis and tHioether tax benefits related to entering
into these tax receivable agreements. For purpafdbe tax receivable agreements, cash savingseome tax will be computed by compat
the actual income tax liability of the corporatepayers to the amount of such taxes that the catpdaxpayers would have been required to
pay had there been no increase to the tax batlie ¢hngible and intangible assets of BlackstonkliHgs as a result of the exchanges and
the corporate taxpayers not entered into the tesivable agreements.

Assuming no material changes in the relevant taxdad that the corporate taxpayers earn suffi¢eetgble income to realize the full
tax benefit of the increased amortization of theets the expected future payments under the taivable agreements (which are taxable to
the recipients) will aggregate $714.5 million ottee next 15 years. The present value of these astthpayments totals $140.7 million
assuming a 15% discount rate and using Blackstane& recent projections relating to the estimétathg of the benefit to be
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received. Future payments under the tax receivadreements in respect of subsequent exchanges Weutdaddition to these amounts. The
payments under the tax receivable agreement areonditioned upon continued ownership of Blackstegeity interests by the pre-IPO
owners and the others mentioned above. In Jan@®9 Bayments totaling $17.0 million were made tade pre-IPO owners in accordance
with the tax receivable agreement and relatedxddé¢mefits we received for the 2007 taxable year.

10. COMMITMENTS AND CONTINGENCIES

Guarantees— Blackstone had approximately $12.0 million ofées of credit outstanding to provide collatergsort related to a
credit facility at March 31, 2009.

Certain real estate funds guarantee paymentsrtbihirties in connection with the on-going busired#vities and/or acquisitions of
their Portfolio Companies. At March 31, 2009, sgciarantees amounted to $4.2 million.

Debt Covenants— Blackstone’s debt obligations contain variousteomry loan covenants. In management’s opiniorseto®venants
do not materially restrict Blackstone’s investmenftinancing strategy. Blackstone was in compliawdé all of its loan covenants as of
March 31, 2009.

Investment Commitments— The Blackstone Funds had signed investment camemts with respect to investments representing
commitments of $28.4 million as of March 31, 20bB&luded in this is $0.2 million of signed investmieommitments for portfolio company
acquisitions in the process of closing.

The general partners of the Blackstone Funds haddad commitments to each of their respective $untaling $1.4 billion as of
March 31, 2009.

Certain of Blackstone’s funds of hedge funds netsodidated in these financial statements have w#drinvestment commitments to
unaffiliated hedge funds of $739.9 million as ofgta31, 2009. The funds of hedge funds consolidigtdidese financial statements may, but
are not required to, allocate assets to these funds

Contingent Obligations (Clawback)— Included within Net Gains (Losses) from Fund Istveent Activities in the Condensed
Consolidated Statements of Operations are gains Blackstone Fund investments. The portion of g (losses) attributable to non-
controlling interest holders is included within N@ontrolling Interests in Income of Consolidatedifi#s. Net gains (losses) attributable to
non-controlling interest holders are net of cariigdrest earned by Blackstone. Carried interestiigect to clawback to the extent that the
carried interest received to date exceeds the antmuento Blackstone based on cumulative resultat Iflarch 31, 2009, all of the investme
held by the carry funds, which are at fair valuerevdeemed worthless, a possibility that managewmiews as remote, the amount of carried
interest subject to potential clawback would betillion, on an after tax basis where applicabfeyhich $334.3 million related to
Blackstone Holdings and $1.1 billion related toreant and former Blackstone personnel. These amauatsclusive of the amounts
described in Note 9 under Contingent Repayment &uee. A portion of the carried interest paid toent and former Blackstone personnel
is held in segregated accounts in the event o6k clawback obligation. These segregated accoundtsnast of the collateralized accounts
not included in the financial statements of thetf@&ship. At March 31, 2009, $472.8 million waschiel such segregated accounts.

Contingent Performance Fees and Allocations— Through March 31, 2009, $18.8 million of perfomoa fees and allocations has
been recorded attributable to hedge funds wherentf@surement period has not ended.
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Litigation — From time to time, Blackstone is named as a dkfahin legal actions relating to transactions cated in the ordinary
course of business. After consultation with legairtsel, management believes the ultimate liakdlitging from such actions that existed a
March 31, 2009, if any, will not materially affeBtackstone’s results of operations, financial gosior cash flows.

11. SEGMENT REPORTING
Blackstone transacts its primary business in thigeldrStates and substantially all of its revenuesygnerated domestically.

Blackstone conducts its alternative asset manageaneifinancial advisory businesses through fogmamnts:

» Corporate Private Equity — Blackstone’s Corporaigd®e Equity segment comprises its managemenbigfacate private equity
funds.

* Real Estate — Blackstone’s Real Estate segment isespts management of general real estate fumdlindernationally focused
real estate fund:

» Marketable Alternative Asset Management — BlacksteMarketable Alternative Asset Management segnvembse consistent
focus is current earnings, comprises its managenfdonds of hedge funds, credit-oriented fundsQGlehicles and publicly-
traded close-end mutual funds. G€'s results have been included in this segment fledate of acquisitiol

» Financial Advisory — Blackstone’s Financial Advigaegment comprises its corporate and mergers@ndsitions advisory
services, restructuring and reorganization adviseryices and Park Hill Group, which provides fytacement services for
alternative investment fund

These business segments are differentiated bywagous sources of income, with the Corporatede\Equity, Real Estate and
Marketable Alternative Asset Management segmeritsgoily earning their income from management faes imvestment returns on assets
under management, while the Financial Advisory sagrprimarily earns its income from fees relatetht@stment banking services and
advice and fund placement services.

Economic Net Income (“ENI”) is a key performanceas@re used by management. ENI represents segméntome excluding the
impact of income taxes and transaction-relatedsténtluding charges associated with equity-basatpensation, the amortization of
intangibles and corporate actions including actjoiss. The aggregate of ENI for all segments equiatal Segment ENI. ENI is used by
management primarily in making resource deploynaeat compensation decisions across Blackstone’sstgments.

Management makes operating decisions and assessgsrformance of each of Blackstone’s businessierts based on financial and
operating metrics and data that is presented witth@uiconsolidation of any of the Blackstone Futidd are consolidated into the condensed
consolidated financial statements. Consequentlgeaiment data excludes the assets, liabilitiesopedating results related to the Blackstone
Funds.

28



Table of Contents

THE BLACKSTONE GROUP L.P.

Notes to Condensed Consolidated Financial Statement-(Continued)
(All Dollars Are in Thousands, Except Unit and PerUnit Data, Except Where Noted)

The following table presents the financial dataBtackstone’s four segments as of and for the threrths ended March 31, 2009:

Revenue:!
Management and Advisory Fe
Base Management Fe
Advisory Fees

Transaction and Other Fe

Management Fee Offse

Total Management and Advisory Fe
Performance Fees and Allocatic
Investment Income (Loss) and Ot

Total Revenue
Expense!
Compensation and Benef
Other Operating Expens
Total Expense
Economic Net Income (Los

Segment Assel

March 31, 2009 and the Three Months then Ended

Marketable
Alternative
Corporate Real Asset Financial Total
Private Equity Estate Management Advisory Segments
$ 68,43 $ 80,19¢ $ 96,50 $ — $ 245,13.
— — — 90,94( 90,94(
13,98: 3,14( 443 — 17,56¢
(3,659 (1,197 (4,217 — (9,060)
78,75¢ 82,14¢ 92,73: 90,94( 344,57
4,81¢ (228,57)) 9,927 — (213,83))
(15,136 (65,467) (3,190 1,04¢ (82,749
68,44 (211,890 99,46¢ 91,98t 48,00
(5,129)* (37,319* 61,13 50,95: 69,64:
20,45 13,28( 23,907 13,92( 71,56(
15,32¢ (24,039 85,04 64,87: 141,20
$ 53,11 $(187,85) $ 1442¢ $27,11¢ $ (93,20
$2,620,68! $1,922,39! $1,605,42. $617,04!  $6,765,54!

* The credit balances in Compensation and Benffitthe Corporate Private Equity and Real Estagengmts are primarily the result of a
reversal of $40.7 million and $70.1 million, resieely, of prior period carried interest allocattomade to certain partners that are

participating in the Partnersl's profit sharing arrangemen

The following table reconciles the Total SegmeatBlackstone’s Income (Loss) Before Provision fax&s and Total Assets as of and

for the three months ended March 31, 2009:

Revenue:

Expense:!

Other Income (Loss
Economic Net Income (Los
Total Asset:

March 31, 2009 and the Three Months then Ended

Consolidation

Total Adjustments and
Segments Reconciling ltems
$ 48,00: $ (870)(a)
$ 141,20: $  783,37i(b)
$ — $  (34,769(c)
$ (93,207 $  (819,00:)(d)
$6,765,54" $  908,96((e)

Blackstone
Consolidated

$ 4713
$ 924,57
$ (34,769
$ (912,20)
$7,674,50!

(&) The Revenues adjustment principally represmatsagement and performance fees and allocationecfnom Blackstone Funds to
arrive at Blackstone consolidated revenues whictegéminated in consolidatio
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THE BLACKSTONE GROUP L.P.

Notes to Condensed Consolidated Financial Statement-(Continued)
(All Dollars Are in Thousands, Except Unit and PerUnit Data, Except Where Noted)

(b) The Expenses adjustment represents the additiexpenses of the consolidated Blackstone Fumttset Blackstone unconsolidated
expenses, amortization of intangibles and expertated to equil-based compensation to arrive at Blackstone coratelidexpense
(¢) The Other Income (Loss) adjustment results fronfalewing:

Three Months Endec

March 31, 2009

Fund Management Fees and Performance Fees andtdiag Eliminated in Consolidatic $ (1,602)
Fund Expenses Added in Consolidat 3,58
Non-Controlling Interests in Income (Loss) of ConsolethEntities (36,749

Total Consolidation Adjustmen $ (34,769

(d) The reconciliation of Economic Net Income (LpssIincome (Loss) Before Provision for Taxes g®red in the Condensed
Consolidated Statements of Operations consistseofallowing:

Three Months Endec

March 31, 2009

Economic Net Income (Los $ (93,209
Adjustments
Amortization of Intangible: (39,519
Transactio-Related Charge (741,05)
Income (Loss) Associated with N@wntrolling Interests in Income (Loss) of Consolédtt
Entities (38,439
Total Adjustment: (819,009
Income (Loss) Before Provision for Tax $ (912,20)

() The Total Assets adjustment represents the¢iaddif assets of the consolidated Blackstone Famdise Blackstone unconsolidated
assets to arrive at Blackstone consolidated as
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Notes to Condensed Consolidated Financial Statement-(Continued)
(All Dollars Are in Thousands, Except Unit and PerUnit Data, Except Where Noted)

The following table presents financial data for@istone’s four segments for the three months eiiadh 31, 2008:

Three Months Ended March 31, 2008

Marketable
Alternative
Corporate Real Asset Financial Total
Private Equity Estate Managemen Advisory Segments
Revenue:!
Management and Advisory Fe
Base Management Fe $ 67,33t $ 66,75 $ 103,18 $ — $ 237,27
Advisory Fees — — — 68,56 68,56
Transaction and Other Fe 10,83 11,79¢ 1,12¢ — 23,76(
Management Fee Offse (8,410 (404 — — (8,819
Total Management and Advisory Fe 69,76 78,14 104,31! 68,56 320,78
Performance Fees and Allocatic (163,430() (30,067) 5,05¢ — (188,439
Investment Income (Loss) and Ot (23,050) (17¢€) (79,389 2,59i (100,019
Total Revenue (116,71) 47,90 29,99( 71,16( 32,330
Expense!
Compensation and Benef (80,75%)* 35,68¢ 56,27: 46,96 58,17¢
Other Operating Expens 22,20( 16,16( 18,301 11,06 67,72¢
Total Expense (58,557) 51,84¢ 74,58( 58,02¢ 125,90
Economic Net Income (Los $ (58,16H $ (3,949 $ (44,590 $13,13: $ (93,567

* The credit balance in Compensation and Benefitslfe Corporate Private Equity segment is prigdhe result of the reversal of $112.5
million of prior period carried interest allocat®made to certain partners that are participatirthé Partnership’s profit sharing
arrangements

The following table reconciles the Total SegmeatBlackstone’s Income Before Provision for Taxestfe three months ended
March 31, 2008:

Three Months Ended March 31, 2008
Consolidation

Total Adjustments and Blackstone

Segments Reconciling ltems Consolidated

Revenue:! $ 32,33% $ 36,18¢(a) $ 68,52
Expense: $125,90: $  972,15¢b) $ 1,098,06:
Other Income (Loss $ — $ (215,63¢(c) $ (215,639
Economic Net Income (Los $(93,567) $ (1,151,609)(d) $(1,245,17)

(&) The Revenues adjustment principally represaatsagement and performance fees and allocationecfiom Blackstone Funds to
arrive at Blackstone consolidated revenues whictewwéminated in consolidatio

(b) The Expenses adjustment represents the additiexpenses of the consolidated Blackstone Fumtiset Blackstone unconsolidated
expenses to arrive at Blackstone consolidated esqx
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THE BLACKSTONE GROUP L.P.

Notes to Condensed Consolidated Financial Statement-(Continued)
(All Dollars Are in Thousands, Except Unit and PerUnit Data, Except Where Noted)

(c) The Other Income (Loss) adjustment results fronfdlewing:

Three Months Endec

March 31, 2008

Fund Management Fees and Performance Fees andtdiag Eliminated in Consolidatic $ (39,320)
Fund Expenses Added in Consolidat 22,79¢
Non-Controlling Interests in Income of Consolidated it (199,110

Total Consolidation Adjustmen $ (215,631

(d) The reconciliation of Economic Net Income tadme Before Provision for Taxes as reported inGbedensed Consolidated Statements
of Operations consists of the followir

Three Months Endec

March 31, 2008

Economic Net Income (Los $ (93,56)
Adjustments
Amortization of Intangible: (33,529
Transactio-Related Charge (918,97)
Income (Loss) Associated with Non-Controlling Igsts in Income (Loss) of Consolidate
Entities (199,110
Total Adjustment: (1,151,609
Income (Loss) Before Provision for Tax $ (1,245,17)
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ITEM 1A. UNAUDITED SUPPLEMENTAL PRESENTATION OF STATEMENTS O F FINANCIAL CONDITION
THE BLACKSTONE GROUP L.P.
Unaudited Condensed Consolidated Statements of Fineial Condition
(Dollars in Thousands)
March 31, 2009
Consolidated Reclasses an
Operating Consolidated
Partnerships Blackstone Funds (a Eliminations Consolidated
Assets
Cash and Cash Equivalel $ 776,30: $ — $ — $ 776,30
Cash Held by Blackstone Funds and O 52,86¢ 14,82« (18%) 67,50t
Investment: 1,527,65: 1,063,009 (193,61) 2,397,13.
Accounts Receivabl 245,15 3,53¢ — 248,68t
Due from Broker: — 97C — 97C
Investment Subscriptions Paid in Advai — — — —
Due from Affiliates 409,76: 20,11 3 429,86¢
Intangible Assets, N¢ 1,038,01. — — 1,038,01.
Goodwill 1,703,60: — — 1,703,60:
Other Asset: 166,87! 228 — 167,09¢
Deferred Tax Assel 845,32¢ — — 845,32t
Total Assets $6,765,54! $ 1,102,75! $ (193,799 $7,674,50!
Liabilities and Partners’ Capital
Loans Payabl $ 81,87« $ — $ — $ 81,87
Amounts Due to Nc-Controlling Interest Holder 91,62¢ 156,25: — 247,87¢
Securities Sold, Not Yet Purchas — 69C — 69C
Due to Affiliates 1,231,15! 77,81 (35,54% 1,273,42.
Accrued Compensation and Bene 254,25! 11,16¢ — 265,41¢
Accounts Payable, Accrued Expenses and Other [tiabi 202,91: 5,954 (1849 208,68:
Total Liabilities 1,861,82 251,87( (35,737) 2,077,96!
Redeemable No-Controlling Interests in Consolidated
Entities — — 432,58! 432,58!
Partners’ Capital
Partner’ Capital 3,433,75. 590,65: (590,65 3,433,75:
Accumulated Other Comprehensive Inca (2,90€6) — — (2,906
Non-Controlling Interests in Consolidated Entit (175,559 260,23° — 84,68:
Non-Controlling Interests in Blackstone Holdin 1,648,43I — — 1,648,43
Total Partners’ Capital 4,903,72. 850,88 (590,65 5,163,95!
Total Liabilities and Partners’ Capital $6,765,54! $ 1,102,75! $ (193,799 $7,674,50!
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THE BLACKSTONE GROUP L.P.

Unaudited Condensed Consolidated Statements of Finaeial Condition—(Continued)
(Dollars in Thousands)

Assets

Cash and Cash Equivalel

Cash Held by Blackstone Funds and O
Investments

Accounts Receivabl

Due from Brokers

Investment Subscriptions Paid in Advai
Due from Affiliates

Intangible Assets, N¢

Goodwill

Other Asset:

Deferred Tax Assel

Total Assets

Liabilities and Partners’ Capital
Loans Payabl
Amounts Due to Nc-Controlling Interest Holder
Securities Sold, Not Yet Purchas
Due to Affiliates
Accrued Compensation and Bene
Accounts Payable, Accrued Expenses and Other [tiabi
Total Liabilities
Redeemable No-Controlling Interests in Consolidated Entities
Partners’ Capital
Partner’ Capital
Accumulated Other Comprehensive Inca
Non-Controlling Interests in Consolidated Entit
Non-Controlling Interests in Blackstone Holdin

Total Partners’ Capital

Total Liabilities and Partners’ Capital

(@) The consolidated Blackstone Funds consisted ofat@aving:

Blackstone Distressed Securities Fund L.P.
Blackstone Kailix Fund L.P.

Blackstone Market Opportunities Fund L.P.
Blackstone Strategic Alliance Fund L.P.
Blackstone Strategic Equity Fund L.P.
Blackstone Value Recovery Fund L.P.

GSO Legacy Associates 2 LLC

GSO Legacy Associates LLC

GSO Co-Investment Partners LLC*

The Asia Opportunities Fund L.P.

Corporate private equity side-by-side investmethicles
Real estate side-by-side investment vehicles
Mezzanine fund side-by-side investment vehicles

* Consolidated as of March 31, 2009 only
34

December 31, 2008

Consolidated
Operating

Consolidated

Reclasses an

Partnerships Blackstone Funds (a Eliminations Consolidated
$ 503,73 $ — $ — $ 503,73
57,53¢ 849,78t — 907,32
1,650,07 1,385,13. (204,26)) 2,830,94.
309,20: 2,86¢ — 312,06°
— 48,50¢ — 48,50¢
6,691 — (4,78)) 1,91¢
1,057,36: 21€ (196,14 861,43:
1,077,521 — — 1,077,521
1,703,60: — — 1,703,60:
169,33¢ 222 — 169,55!
845,57¢ — — 845,57
$7,380,64. $ 2,286,73! $ (405,18 $9,262,18
$ 387,000 $ — $ - $ 387,00(
105,94 1,009,78! (12,299 1,103,42.
— 894 — 894
1,064,98! 362,52t (141,929 1,285,57
410,59: 2,86¢ — 413,45¢
176,41¢ 112,69¢ (108,85%) 180,25¢
2,144 93: 1,488,76! (263,08¢) 3,370,61.
— — 362,46. 362,46:
3,509,44: 504,56 (504,567) 3,509,44:
(291) — — (291)
(95,206) 293,40: — 198,19
1,821,75! — — 1,821,75!
5,235,71I 797,96! (504,567) 5,529,11.
$7,380,64. $ 2,286,73 $ (405,18¢) $9,262,18
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ITEM 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

The following discussion and analysis should beli@aconjunction with The Blackstone Group L.Pdsdensed consolidated financial
statements and the related notes included in thigrt@rly Report on Form 10-Q.

On March 3, 2008, we acquired GSO Capital Partief®. and certain of its affiliates (“GSQ”). GSO @& alternative asset manager
specializing in the leveraged finance marketpl#&&80 manages various credit-oriented funds and talédized loan obligation (“CLO")
vehicles. GSO's results are included in our MarkégaAlternative Asset Management segment fromateaf acquisition.

Our Business

Blackstone is one of the largest independent alterm asset managers in the world. We also proxidéde range of financial advisory
services, including corporate and mergers and aitguis 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 investinaying managed five general private equity funds, a
well as one specialized fund focusing on mediacGmmunications-related investments, since we dshadal this business in
1987. In addition, we are in the process of raisingseventh private equity fund and are seekirguoch new investment funds
to make infrastructure and clean technology investism Through our corporate private equity fundgpwesue transactions
throughout the world, including leveraged buyouduasitions of seasoned companies, transactiongvimgogrowth equity or start-
up businesses in established industries, minaritgstments, corporate partnerships, distressed stel¢tured securities and
industry consolidations, in all cases in strictligfidly transactions

* Real Estate.Our real estate segment is diversified geograpiieald across a variety of sectors. We launchedimimeal estate
fund in 1994 and have managed six general redkdfstads, two internationally focused real estatedf, a European focused real
estate fund and a special situations real estatk fur real estate funds have made significardstmaents in lodging, major urb
office buildings and a variety of real estate ofipgacompanies. In addition, our real estate spatiaations fund targets global
nor-controlling debt and equity investment opportusitie the public and private marke

» Marketable Alternative Asset ManagementEstablished in 1990, our marketable alternativetassnagement segment is
comprised of our management of funds of hedge furréslit-oriented funds, CLO vehicles and publitded closed-end mutual
funds. These products are intended to provide tovesvith greater levels of current income and,dertain products, a greater
level of liquidity.

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

We generate our revenue from fees earned pursuaontractual arrangements with funds, fund invasamd fund portfolio companies
(including management, transaction and monitoreesf, and from corporate and mergers and acquisifidvisory services, restructuring i
reorganization advisory services and fund placersentices for alternative investment funds. We #&we 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. Thepomition of our revenues will vary
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based on market conditions and the cyclicalityhefdifferent businesses in which we operate. Netstment gains and resultant investment
income generated by the Blackstone Funds, prirlgipatporate private equity and real estate fuads,driven by value created by our
strategic initiatives as well as overall marketditions. Our funds initially record fund investmsrat cost and then such investments are
subsequently recorded at fair value. Fair valuesaffiected by changes in the fundamentals of théglio company, the portfolio company’s
industry, the overall economy, as well as otherkataconditions.

Business Environment

Global economies weakened further in the first tprasf 2009, with several developed nations offigia a recession and emerging
nations experiencing slowing growth. The consunmigeggndex (CPI) increased 0.5% in the first quaofe2009 and declined 0.4% on a year-
over-year basis, the first 12-month decline in dd@rears. Credit trends worsened across most owrsand commercial asset classes.
Overall, market performance was more variable aspeoed with the fourth quarter of 2008.

In the United States and Europe, equities marketirged in the double-digit range, while Asian meskrebounded approximately 15%-
35% off of their lows. Loan pricing moderately inoped in the first quarter and modest debt issuaraevisible. However, commercial
mortgage backed securities markets remained masted. The Credit Suisse High Yield Index returBe®¥o in the first quarter of 2009
after a record bad year of (26.2)% in 2008 and3)®8.in the fourth quarter of 2008. Credit spreaglstened modestly by quartsrénd, whicl
continued into April 2009. Commaodities prices, whidropped sharply in the second half of 2008, negke first quarter of 2009. Crude oil
prices were $50 per barrel at March 31, 2009, 1ighdn than at year end 2008, after a significactide of 54% in 2008.

Several government initiatives to potentially stlata lending, consumer spending and the functionfrdebt capital markets were
announced during the first quarter. The dollar anmt@d stimulus spending announced by governmenttdwale is unprecedented.

Most currencies weakened against the U.S. dolltherfirst quarter, with the U.S. dollar 5.5% highgainst the Euro, 2.1% higher
against the Pound Sterling and 9.1% higher agtiesiapanese Yen. U.S. Treasury pricing declinedistty after its historic high at year
end, with the 10-year Treasury yielding 2.7% atehd of the first quarter of 2009 compared witH#2 & December 31, 2008.

Macro-economic weakness continues to negativecafieal estate fundamentals globally. Hotel funelatals worsened in the first
quarter of 2009 as compared with the fourth quat@008, particularly related to corporate tragbenditures and the luxury segment. Both
rental rates and vacancy trends continued to warstre first quarter.

The external shocks to the financial services ittgiudgave, and likely will, continue to reshape tloenpetitive landscape. Some of the
largest financial institutions have been acquireduired government bailouts or are shedding basg® The largest brokerage firms have
become bank holding companies.

Lenders continue to severely restrict commitmentsaw debt, limiting industry-wide leveraged acdigga activity levels in both
corporate and real estate markets. General adquisittivity has continued to decline, which had hasignificant impact on several of our
investment businesses.

The duration of current economic and market coodgiis unknown. Blackstone’s businesses are miyesiéected by conditions in the
financial markets and economic conditions in thététhStates, Western Europe, Asia and to some egteswhere in the world.
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Key Financial Measures and Indicators
Our key financial measures and indicators are dissdi below.

Revenues
Revenues primarily consist of management and agvises, performance fees and allocations and messt income and other.

Management and Advisory Fed4anagement and advisory fees consist of (1) fundagament fees and (2) advisory fees.
(1) Fund Management FeeFund management fees are compriset

(&) Base Management Fe. Base management fees are fees charged diredtyg fond or fund investor

(b)  Transaction and Other FeeSransaction and other fees (including monitofiegs) are comprised of fees charged directly
to funds and fund portfolio companies. Our investtravisory agreements generally require thatrikiestment advisor

share a portion of certain fees with the limitedtipers of the fund. Transaction and other feeqiat®f amounts, if any,
shared with limited partner

(c) Management Fee Offse. Our investment advisory agreements generallyiredat the investment advisor share a portion
of certain expenses with the limited partners effimd. These shared items (“management fee restireduce the
management fees received from the limited partidasiagement fee offsets are comprised principdllyroken deal and
placement fee expenst

(2) Advisory FeesAdvisory fees consist of advisory retainer and seantion-based fee arrangements related to meaygsisitions,
restructurings, divestitures and fund placementises for alternative investment funt

Performance Fees and Allocatioi®erformance fees and allocations represent thenergfal allocations of profits (“carried interest”
which are a component of our general partner istsri@ the carry funds. We are entitled to carimgerest from an investment carry fund in
the event investors in the fund achieve cumulativestment returns in excess of a specified rateettain performance fee arrangements
related to funds of hedge funds and some crediated funds in our Marketable Alternative Asset Biggment segment, we are entitled to
receive performance fees and allocations wheneatugrr on assets under management exceeds centainrbark returns or other performar

targets. In all cases, each fund is consideredratghain that regard and for a given fund, perfante fees and allocations can never be
negative over the life of the fund.

Investment IncomeBlackstone invests in corporate private equitydfsl real estate funds, funds of hedge funds aditariented fund
that are not consolidated. The Partnership accdanthese investments under the equity methodcbenting. Blackstone’s share of
operating income (loss) generated by these invedtie recorded as a component of Investment Indhw®s) and Other.

Expenses

Compensation and Benefits Exper@empensation and benefits expense reflects (1)@mplcompensation and benefits expense paid
and payable to our employees, including our sem@mnaging directors, (2) equity-based compensatenaated with grants of equity-based
awards to senior managing directors, other empkwged selected other individuals engaged in ounbases and (3) performance payment
arrangements for Blackstone personnel and prdditisy interests in carried interest.
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Other Operating Expensedhe balance of our expenses represent generadinuhistrative expenses including interest expense
occupancy and equipment expenses and other expertsel consist principally of professional feeablic company costs, travel and rela
expenses, communications and information servindslapreciation and amortization.

Fund Expensed.he expenses of our consolidated Blackstone Fuonisist primarily of interest expense, professidaat and other
third-party expenses.

Non-Controlling Interestsin Income of Consolidated Entities

A majority of our investment funds are unconsokdhbr we record significant non-controlling intesei income of consolidated
entities relating to the ownership interests ofliimited partners of the Blackstone Holdings Paish@s and the limited partner interests in
our consolidated investment funds. The Blackstorau@ L.P. is, through wholly-owned subsidiarieg #vle general partner of each of the
Blackstone Holdings partnerships. The Blackstoneu@iL.P. consolidates the financial results of B&ione Holdings and its consolidated
subsidiaries, and the ownership interest of thédidhpartners of Blackstone Holdings is reflectechanon-controlling interest in The
Blackstone Group L.P.’s consolidated financialestaénts.

Income Taxes

The Blackstone Holdings partnerships and certath&if subsidiaries operate in the United Statgsasmerships for U.S. federal inco
tax purposes and generally as corporate entitiasidJ.S. jurisdictions. As a result, our income is sabject to U.S. federal and state incc
taxes. Generally, the tax liability related to imeearned by these entities represents obligatibine individual partners and members. A
portion of our income may be subject to the NewKYGity unincorporated business tax and other nd®-thcome taxes applicable to income
earned in non-U.S. jurisdictions. In addition, aértof the wholly-owned subsidiaries of The Bladke Group L.P. and the Blackstone
Holdings partnerships are subject to corporaterfddstate and local income taxes that are refteict®ur consolidated financial statements.

There remains some uncertainty regarding Black&tdngure taxation levels. In June 2007, a bill vitsoduced in the U.S. Senate that
would preclude Blackstone from qualifying for tnewnt as a partnership for U.S. federal income tap@ses under the publicly traded
partnership rules. In addition, the U.S. Congressrecently considered other bills relating totthetion of investment partnerships. In June
2008, the U.S. House of Representatives passdtthabtiwould generally (1) treat carried interastnon-qualifying income under the tax
rules applicable to publicly traded partnershipbicly would require Blackstone to hold interesteiities earning such income through
taxable subsidiary corporations, and (2) tax cdrmgerest as ordinary income for U.S. federal medax purposes, rather than in accordance
with the character of income derived by the undegyund, which is in many cases capital gain. @ikir bill was introduced in the U.S.
House of Representatives on April 3, 2009, anddhama Administration’s budget proposals releaseBeawruary 26, 2009 include a
proposal to tax carried interest as ordinary incalfngny such legislation or similar legislation ieeo be enacted and it applied to us, it would
materially increase the amount of taxes payablBlhgkstone and/or its unitholders.

Economic Net Income

Economic Net Income (“ENI”) represents segmentimetme excluding the impact of income taxes ands@ation-related items,
including charges associated with equigsed compensation, the amortization of intangitescorporate actions including acquisitions.
is used by management primarily in making resodegdoyment and compensation decisions across Btaois four segments. (See Note
11. “Segment Reporting” in the “Notes to the CorstghConsolidated Financial Statements” in Pateinl1. Financial Statements.)
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Net Fee Related Earnings from Operations

Net Fee Related Earnings from Operations, whiehdemponent of Adjusted Cash Flows from Operatiana,supplemental non-
GAAP financial measure that reflects our earningafoperations excluding the income related topgrgormance fees and allocations and
income earned from Blackstone’s investments irBlagkstone Funds. Management uses Net Fee Relataihgs from Operations as a
measure to assess whether recurring revenue frofusinesses more than adequately covers all obpemrating expenses and generates
profitability. See “Liquidity and Capital Resources Liquidity and Capital Resources” below for aalktd discussion of Net Fee Related
Earnings from Operations. This measure should bsidered in addition to, and not as a substitutediosuperior to, financial measures
presented in accordance with GAAP.

Adjusted Cash Flows from Operations

Adjusted Cash Flows from Operations, which is degifrom our segment reported results, is a suppieahron-GAAP financial
measure we use to assess liquidity and amountbheafor distribution to owners. Adjusted Cashviidrom Operations is intended to
reflect the cash flows attributable to Blackstorithaut the effects of the consolidation of the Bistone Funds. The equivalent GAAP
measure is Net Cash Provided by (Used in) Opera&totiyities. See “Liquidity and Capital Resourcesl-iguidity and Capital Resources”
below for our detailed discussion of Adjusted CREiws from Operations. This measure should be densd in addition to, and not as a
substitute for, or superior to, financial measymessented in accordance with GAAP.

Operating Metrics

The alternative asset management business is deoimgsiness that is primarily based on managiirg fparty capital and does not
require substantial capital investment to suppapid growth. However, there also can be volataisgociated with its earnings and cash flc
Since our inception, we have developed and usedusakey operating metrics to assess and monitofierating performance of our various
alternative asset management businesses in ordwariior the effectiveness of our value creatimgtspies.

Assets Under ManagemeAsssets Under Management refers to the assets wagea®ur Assets Under Management equal the sum of

(1) the fair value of the investments held by canmrg funds plus the capital that we are entitledalh from investors in those funds
pursuant to the terms of their capital commitmeatdhose funds (plus the fair value of co-investtaemranged by us that were
made by limited partners of our funds in portfalmmpanies of such funds and as to which we redee®or a carried interest
allocation);

(2) the net asset value of our funds of hedge fundigdéunds and our clos-end mutual funds; ar

(3) the amount of capital raised for our CL(

Our carry funds are commitment-based drawdown t&tred funds that do not permit investors to redéesir interests at their election.
Interests related to our funds of hedge funds @nthin of our credit-oriented funds are generaligjsct to annual, semi-annual or quarterly

withdrawal or redemption by investors upon advamdéen notice, with the majority of our funds rexng from 60 days up to 95 days
depending on the fund and the liquidity profiletloé underlying assets.

Fee-Earning Assets Under Managemehee-Earning Assets Under Management refers tagbets we manage on which we derive
management fees. Our Fee-Earning Assets Under Mareag equal the sum of:

(1) for our carry funds where the investment periodi@sexpired, the amount of capital commitme
(2) for our carry funds where the investment perioddwgsred, the remaining amount of invested cap
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(3) the fair value of co-investments arranged byhas were made by limited partners of our fundparifolio companies of such
funds and as to which we receive fe

(4) the net asset value of our funds of hedge funddgdéunds and our clos-end mutual funds; ar
(5) the gross amount of assets of our CL

Our calculations of assets under management arebfiedng assets under management may differ frencakculations of other asset
managers, and as a result this measure may nainlygacable to similar measures presented by otlset asanagers. In addition, our
calculation of assets under management includesnimnents to and the fair value of invested capitaur funds from Blackstone and our
personnel regardless of whether such commitmeritssested capital are subject to fees. Our defingiof assets under management or fee-
earning assets under management are not based defémtion of assets under management or feehgguassets under management that is
set forth in the agreements governing the investriwgnls that we manage.

For our carry funds, total assets under manageimelntes the fair value of the investments held nghs fee-earning assets under
management includes the amount of capital commitsn@nthe remaining amount of invested capitaloat depending on whether the
investment period has or has not expired. As sigehearning assets under management may be gieateiotal assets under management
when the aggregate fair value of the remainingstments is less than the cost of those investments.

Limited Partner Capital Investedlimited Partner Capital Invested represents theuarnof Limited Partner capital commitments which
were invested by our carry funds during each pepies$ented, plus the capital invested through gestments arranged by us that were made
by limited partners in investments of our carrydaras to which we receive fees or a carried inted&scation.

We manage our business using both financial messurg our key operating metrics since we belieaettiese metrics measure the
productivity of our investment activities.

Condensed Consolidated Results of Operations

Following is a discussion of our condensed conatdid results of operations for the three monthgémdarch 31, 2009 and 2008. For a
more detailed discussion of the factors that adi@the results of our four business segments (wdrielpresented on a basis that
deconsolidates the investment funds we managégsetperiods, see “Segment Analysis” below.
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The following table sets forth information regamgliour consolidated results of operations and aekey operating metrics for the three
months ended March 31, 2009 and 2008.

Three Months Ended

March 31, 2009 vs. 2008
2009 2008 $ %
(Dollars in Thousands)
Revenues
Management and Advisory Fe $ 341,17: $ 309,40¢ $ 31,76: 10%
Performance Fees and Allocatic (214,24 (188,68 (25,567 -14%
Investment Income (Loss) and Ot (79,797 (52,199 (27,599 -53%
Total Revenues 47,13 68,52 (21,397) -31%
Expenses
Compensation and Benef 812,34 977,14 (164,800 -17%
Interest 1,39¢ 2,74z (1,349 -49%
General, Administrative and Oth 107,81 95,22 12,59¢ 13%
Fund Expense 3,012 22,95: (19,940 -87%
Total Expenses 924,57! 1,098,06. (173,489 -16%

Other Income (Loss)
Net Gains (Losses) from Fund Investment Activi (34,767 (215,636 180,87. 84%
Income (Loss) Before Provision for Taxe (912,20) (1,245,17)) 332,96¢ 27%
Provision for Taxes 17,73: 8,981 8,75( 97%
Net Income (Loss) (929,939 (1,254,15) 324,21¢ 26%
Net Income (Loss) Attributable to Redeemable Nc-Controlling Interests in

Consolidated Entities 2,59¢ (184,19 186,79( N/M
Net Income (Loss) Attributable to Nor-Controlling Interests in

Consolidated Entities (41,03) (14,916 (26,119 -175%
Net Income (Loss) Attributable to Nor-Controlling Interests in Blackstone

Holdings (659,929 (804,05 144,12! 18%
Net Income (Loss) Attributable to The Blackstone Goup L.P. $(231,57¢) $ (250,99) $ 19,41¢ 8%

The following table presents certain operating rogtior the three months ended March 31, 2009 &0& 2For a description of how
assets under management is determined, pleas&sgé-ihancial Measures and Indicators — Operatiregrids — Assets Under
Management.”

Three Months Ended

March 31, 2009 vs. 2008
2009 2008 $ %
(Dollars in Thousands)

Fee-Earning Assets Under Management (End of Pel $92,227,56 $ 92,947,71 $ (720,15) -1%
Assets Under Manageme

Balance, Beginning of Peric $94,559,21 $102,427,37

Inflows (a) 2,697,93 14,091,88

Outflows (b) (1,478,08) (803,87

Market Appreciation (Depreciation) ( (3,233,900 (2,184,81)

Balance, End of Period -
$92,545,16 $113,530,57 $(20,985,40) 1=8%

Capital Deployec
Limited Partner Capital Invested -
$ 619,62 $ 728,71 $ (109,08)  15%
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(@) Inflows represent contributions by limited pets and Blackstone and its employees in our fohtiedge funds, credit-oriented funds
and closed-end mutual funds and increases in @laitapital for our carry funds (capital raisesatiable capital and increased side-by-
side commitments) and CLOs. For 2008, this alslutes the assets under management of GSO at siagldate of the acquisitio

(b) Outflows represent redemptions by limited parsnand Blackstone and its employees in our fuhtiedge funds, credit-oriented funds
and closed-end mutual funds, decreases in avaitalpi¢éal for our carry funds (expired capital, expe drawdowns and decreased side-
by-side commitments) and realizations from the didposbf assets by our carry func

(c) Market appreciation (depreciation) includedireal and unrealized gains (losses) on portfoli@giments and the impact of foreign
exchange rate fluctuatior

Revenues

Management and Advisory Fees were $341.2 millioritfe three months ended March 31, 2009, an inereB$31.8 million, or 10%,
as compared to $309.4 million for the three mowtided March 31, 2008. The change was principallyedrby an increase in advisory fees
generated by both our restructuring and reorgapizadvisory services and mergers and acquisitoivgsory services businesses.

Performance Fees and Allocations were $(214.2)anifor the three months ended March 31, 2009 caedese of $25.6 million, or
14%, as compared to $(188.7) million for the thmemnths ended March 31, 2008. The change was palhgigue to depreciation in the fair
value of certain investments held in our real estads in the first quarter of 2009. The decredsédutable to our real estate funds was
partially offset by positive performance fees edroa one of our corporate private equity funds lapdavorable investment performance of
certain of our credit-oriented funds.

Investment Income (Loss) and Other was $(79.8)anilfor the three months ended March 31, 2009pa%pared to a loss of $(52.2)
million, or 53%, for the three months ended Mart¢h2008. The change was due to a decrease inithefae of certain investments held in
our real estate funds, partially offset by improuegestment performance of our remaining investméntertain of our funds of hedge funds.

Expenses

Expenses were $924.6 million for the three montided March 31, 2009, a decrease of $173.5 milbor1,6%, as compared to
$1.1 billion for the three months ended March 3I0& The change reflected decreased CompensatibBerefits of $164.8 million,
principally resulting from a decline in the amoatiion of equity-based compensation expense of $Imélion. Fund Expenses decreased
$19.9 million from the first quarter of 2008 duéngipally to a decrease in interest expenses aasativith our then-existing proprietary
hedge funds. General, Administrative and Othereiased $12.6 million, primarily due to an increasedcupancy costs and incremental
amortization expense associated with intangibletagglated to our acquisition of GSO in March 2008

Other Income (Loss)

Other Income (Loss) was $(34.8) million for theeimonths ended March 31, 2009, an increase of $8&0ion as compared to
$(215.6) million for the three months ended Maréh2008. The change was primarily related to aebes® in unrealized losses associated
with our then-existing proprietary hedge funds.

Fee-Earning Assets Under Management

Fee-Earning Assets Under Management were $92ig@rbdk March 31, 2009, a decrease of $720.2 mijllari%, compared with
$92.9 billion at March 31, 2008. The decrease wamsgrily due to a reduction in the fair value oéthnderlying portfolio investments in our
funds of hedge funds and closed-end mutual furslaedl as
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the liquidation of one of our proprietary hedgedanThese decreases were partially offset by additicapital raised for our funds of hedge
funds and European focused real estate fund simrehivB1, 2008.

Assets Under Management

Assets Under Management were $92.5 billion at M&th2009, a decrease of $21.0 billion, or 18%gamspared with $113.5 billion at
March 31, 2008. The decrease was primarily relaiednet depreciation in the fair value of portialvestments of $26.8 billion, partially
offset by additional capital raised, principallydar funds of hedge funds and European focusedestate fund.

Capital Deployed
Limited Partner Capital Invested was $619.6 millionthe three months ended March 31, 2009, a dseref $109.1 million, or 15%,

compared to $728.7 million for the three monthseshilarch 31, 2008. The change reflected a decirdbe size and volume of
consummated transactions during the first quaft@0o9.

Segment Analysis

Discussed below is our ENI for each of our segmériis information is reflected in the manner atlil by our senior management to
make operating decisions, assess performance kaedtal resources. References to “our” sectorswasiments may also refer to portfolio
companies and investments of the underlying fuhdswe manage.

For segment reporting purposes, revenues and expans presented on a basis that deconsolidates/dsment funds we manage. As
a result, segment revenues are greater than theserped on a consolidated GAAP basis becausenfandgement fees recognized in certain
segments are received from the Blackstone Fundglandhated in consolidation when presented onresotidated GAAP basis. Furthermc
segment expenses are lower than related amoursisrpeel on a consolidated GAAP basis due to theisiel of fund expenses that are paid
by Limited Partners and the elimination of non-colihg interests.

Corporate Private Equity
The following table presents our results of operaifor our Corporate Private Equity segment:

Three Months Ended
March 31, 2009 vs. 2008
2009 2008 $ %
(Dollars in Thousands)

Segment Revenut
Management Fee

Base Management Fe $68,43. $ 67,33¢ $ 1,09t 2%
Transaction and Other Fe 13,98: 10,83 3,14¢ 29%
Management Fee Offse (3,659 (8,410) 4,75¢€ 57%
Total Management Fel 78,75¢ 69,76 8,99¢ 13%
Performance Fees and Allocatic 4,81¢ (163,43() 168,24¢ N/M
Investment Income (Loss) and Ot (15,136) (23,050) 7,914 34%
Total Revenue 68,44 (116,71 185,15¢ N/M
Expense:!
Compensation and Benef (5,129 (80,757) 75,62¢ 94%
Other Operating Expens 20,45 22,20( (1,747 -8%
Total Expense 15,32¢ (58,557) 73,88! N/M
Economic Net Income (Los $53,11:  $ (58,16YH  $111,270 N/M
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The following operating metrics are used in the agsment of this business segment:

Three Months Ended

March 31, 2009 vs. 2008
2009 2008 $ %
(Dollars in Thousands)

Fee-Earning Assets Under Management (End of Pel $25,461,13 $25,061,92 $ 39921t 2%
Assets Under Manageme

Balance, Beginning of Peric $23,933,51 $31,802,95

Inflows, including Commitment 62¢ 58,66(

Outflows, including Distribution (49,786 (294,62)

Market Appreciation (Depreciatiol (681,404 (915,96

Balance, End of Peric $23,202,94 $30,651,02 $(7,448,07)  -24%
Capital Deployec

Limited Partner Capital Investe $ 196,14 $ 340,11 $ (143979 -42%

Revenues

Revenues were $68.4 million for the three monttgedrMarch 31, 2009, an increase of $185.2 millee@mpared to $(116.7) million
for the three months ended March 31, 2008. Theeas® in Performance Fees and Allocations and imeggtincome (Loss) and Other was
principally driven by positive performance feesreat on one of our funds and lower net depreciatidhe total fair value of the underlying
portfolio in the first quarter of 2009. The net degation of the segment’s underlying portfolio @stments was approximately (3%) in the
first quarter of 2009 compared to approximately J2#td (20)% in the first and fourth quarters of 20@&spectively, as declines in
telecommunications, hospitality and food servicefptio investments were partially offset by incgea in energy investments and non-
cyclicals. We are entitled to carried interest framinvestment fund in the event investors in thredfachieve cumulative investment returr
excess of a specified rate. Each fund is considsgpdrately in this regard and for a given fundgwerance fees can never be negative in the
aggregate. As a result, despite the negative meedmtion on the segment’s underlying portfolieaatments, we recorded positive
performance fees for the quarter. The decreaseaimaement Fee Offsets was due to a decreaseamibrtization of fees related to
marketing of our funds and reduction of spendingloe diligence for potential transactions. Trarisacand Other Fees increased
$3.1 million, driven by an increase in monitorirege$, partially offset by a reduction in transacfiess.

Expenses

Expenses were $15.3 million for the three montldedrMarch 31, 2009, an increase of $73.9 milliompared to $(58.6) million for tl
three months ended March 31, 2008. The first quaft2008 included a $109.5 million reversal ofgorperiod carried interest allocations to
certain personnel, resulting from the net depréemiah fair value of certain portfolio investmentgmpared with a reversal of $40.7 millior
the first quarter of 2009, which also reflectecharge to our carry compensation plan. As a reGoltppensation and Benefits increased
$75.6 million principally related to this reductioncompensation reversals. Other Operating Expedsereased $1.7 million, driven
principally by a decrease in professional fees.

Fee-Earning Assets Under Management

Fee-Earning Assets Under Management were $25i6rbdt March 31, 2009, an increase of $399.2 nmijlier 2%, compared with
$25.1 billion at March 31, 2008. The increase wéged principally by $527.9 million of capital depled in funds which charge a fee based
upon invested capital, partially offset by net dmation in the fair value of the segments’ undedyportfolio investments of $75.4 million
and realizations of $57.1 million.
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Assets Under Management

Assets Under Management were $23.2 billion at M&th2009, a decrease of $7.4 billion, or 24%, carag with $30.7 billion at
March 31, 2008. The decrease was primarily drivea bet depreciation in the fair value of the segrseunderlying portfolio investments of
$6.8 billion and $378.0 million of realizations senMarch 31, 2008.

Capital Deployed

Limited Partner Capital Invested was $196.1 millionthe three months ended March 31, 2009, a dseref $144.0 million, or 42%,
compared to $340.1 million for the three monthseehilarch 31, 2008. The decrease reflects sma#las#iction sizes in the first quarter of
2009 as compared to the first quarter of 2008.

Real Estate
The following table presents our results of operaifor our Real Estate segment:

Three Months Ended
March 31, 2009 vs. 2008
2009 2008 $ %
(Dollars in Thousands)

Segment Revenut
Management Fee

Base Management Fe $ 80,19¢ $66,75. $ 13,44 20%
Transaction and Other Fe 3,14(C 11,79¢ (8,655 -73%
Management Fee Offse (1,199 (404) (78S)  -19t%
Total Management Fel 82,14¢ 78,14: 4,00: 5%
Performance Fees and Allocatic (228,579 (30,067) (198,51) N/M
Investment Income (Loss) and Ot (65,467) (17€) (65,286 N/M
Total Revenue (211,89() 47,90 (259,799  N/M
Expense!
Compensation and Benef (37,319 35,68¢ (73,000 N/M
Other Operating Expens 13,28( 16,16( (2,880 -18%
Total Expense (24,039 51,84¢ (75,887) N/M
Economic Net Income (Los $(187,85) $ (3,949  $(183,90) N/M

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

Three Months Ended

March 31, 2009 vs. 2008
2009 2008 $ %
(Dollars in Thousands)

Fee-Earning Assets Under Management (End of Pel $22,867,99 $18,795,34 $ 4,072,64 22%
Assets Under Manageme

Balance, Beginning of Peric $24,154,64  $26,128,04

Inflows, including Commitment 8,12¢ 176,97:

Outflows, including Distribution (379,69) (31,299

Market Appreciation (Depreciatiol (2,328,98) 4,56¢

Balance, End of Peric $21,454,09 $26,278,29 $(4,824,20)  -18%
Capital Deploye(

Limited Partner Capital Investe $ 215120 $ 369,20 $ (154,079 -42%
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Revenues

Revenues were $(211.9) million for the three moetided March 31, 2009, a decrease of $259.8 mitiloonpared to $47.9 million for
the three months ended March 31, 2008. The deg@ag®erformance Fees and Allocations and Invedtinenme (Loss) and Other were
due principally to net depreciation in the fairwalof the segment’s underlying portfolio investnsesitapproximately (19%) compared with
net depreciation of approximately (1%) and (30)%ste first and fourth quarters of 2008, respedyivEhe net depreciation in the first
quarter of 2009 was primarily the result of a raducin the fair value of certain investments irr portfolios due to revised operating
projections for our portfolio investment companigatticularly in the office and lodging sectorsfi€# fundamentals, which generally trail
change in the overall economy, continued to detatéoduring the first quarter of 2009. Specificatlye vacancy rate in commercial office
space has risen as leasing velocity has slowedtiddlly, the current economic environment conéduo exert pressure on the operating
results of hospitality assets. Base Managementifeesased $13.4 million, driven by a $4.1 billiocrease in Fee Earning Assets Under
Management from the first quarter of 2008. Thedase in Base Management Fees was partially offsgtdecrease in Transaction and Other
Fees due to fewer closed fee-earning transactiotigifirst quarter of 2009.

Expenses

Expenses were $(24.0) million for the three momtmded March 31, 2009, a decrease of $75.9 milkocoanpared to $51.8 million for
the three months ended March 31, 2008. CompensatidiBenefits decreased $73.0 million, princip&ityn the reversal of prior period
carried interest allocations to certain personfi@7®.1 million.

Fee-Earning Assets Under Management

Fee-Earning Assets Under Management were $22i0rbdt March 31, 2009, an increase of $4.1 billien22%, compared with
$18.8 billion at March 31, 2008. The increase wanarily driven by additional capital raised forrdauropean focused real estate fund since
March 31, 2008.

Assets Under Management

Assets Under Management were $21.5 billion at M&th2009, a decrease of $4.8 billion, or 18%, carag with $26.3 billion at
March 31, 2008. The change was primarily due tadegteciation in the fair value of the segment’derntying portfolio investments of
$9.2 billion, partially offset by $5.5 billion ohflows, principally due to additional capital radstr our European focused real estate fund
since March 31, 2008.

Capital Deployed

Limited Partner Capital Invested was $215.1 millionthe three months ended March 31, 2009, a dseref $154.1 million, or 42%,
from $369.2 million for the three months ended NiaBd, 2008. The decrease was due to a reductithre imolume and size of closed
transactions in the first quarter of 2009 as comgpao the first quarter of 2008.
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Marketable Alternative Asset Management

The following table presents our results of operaifor our Marketable Alternative Asset Managens&gment:

Segment Revenut
Management Fee

Three Months Ended March 31, 2009 vs. 2008

2009

2008 $ %

(Dollars in Thousands)

Base Management Fe $ 96,50: $ 103,18 $ (6,689 -6%
Transaction and Other Fe 44z 1,12¢ (685) -61%
Management Fee Offse (4,217) — (4,217) N/M
Total Management Fel 92,73 104,31t (11,587 -11%
Performance Fees and Allocatic 9,927 5,05¢ 4,86¢ 96%
Investment Income (Loss) and Ot (3,190 (79,387 76,19: 96%
Total Revenue 99,46¢ 29,99( 69,47¢ N/M
Expense!
Compensation and Benef 61,13¢ 56,27: 4,861 9%
Other Operating Expens 23,90" 18,301 5,60( 31%
Total Expense 85,04 74,58( 10,46! 14%
Economic Net Income (Los $ 14,42 $ (44,590 $ 59,01« N/M

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

Three Months Ended March 31, 2009 vs. 2008

2009

2008 3$ %

(Dollars in Thousands)

Fee-Earning Assets Under Management (End of Pel $43,898,43 $49,090,45 $(5,192,02)) -11%
Assets Under Manageme

Balance, Beginning of Peric $46,471,06 $44,496,37

Inflows, including Commitment 2,689,18 13,856,24

Outflows, including Distribution (1,048,60.) (477,959

Market Appreciation (Depreciatiol (223,510 (1,273,41)

Balance, End of Peric $47,888,12  $56,601,25  $(8,713,12) -15%
Capital Deployec

Limited Partner Capital Investe $ 208,35! 19,38¢ $ 188,97( N/M

Revenues

Revenues were $99.5 million for the three montldedrMarch 31, 2009, an increase of $69.5 millionasapared to $30.0 million for
the three months ended March 31, 2008. The deadasein Investment Income (Loss) and Other wamgpily related to the reduction in
total capital invested in our funds of hedge furadscompared with the first quarter of 2008, ad a&the improved performance of our
remaining investments in certain of our funds adefunds and credit-oriented funds for the firsarer of 2009 as compared to the first
quarter of 2008. Additionally, the first quarter208 included an investment loss associated withas our then-existing proprietary hedge
funds. Performance Fees and Allocations increadedirdillion, principally driven by performance iertain of our creditriented funds. Ba:
Management Fees decreased $6.7 million due to2abfifon decrease in Fee-Earning Assets Under idameent from the first quarter of
2008, partially offset by an increase associatet wir acquisition of GSO in March 2008. The inseen Management Fee Offsets was due
to the amortization of fees related to the marlgtihcertain of our credit-oriented funds.
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Expenses

Expenses were $85.0 million for the three montldedrMarch 31, 2009, an increase of $10.5 milliorl4%6, as compared to
$74.6 million for the three months ended MarchZ108. The increases in both Compensation and Bereefid Other Operating Expenses
were principally due to our acquisition of GSO imidh 2008.

Fee-Earning Assets Under Management

Fee-Earning Assets Under Management were $43i0rbdt March 31, 2009, a decrease of $5.2 bill@r. 1%, compared to
$49.1 billion at March 31, 2008. The decrease wasgily due to a reduction in the fair value oéthegment’s underlying portfolio
investments of $9.6 billion, primarily in our fundéhedge funds and closed-end mutual funds antighielation of one of our proprietary
hedge funds in the fourth quarter of 2008. Theseadeses were partially offset by $12.7 billionmfaws, primarily additional capital raised.

Assets Under Management

Assets Under Management were $47.9 billion at M&th2009, a decrease of $8.7 billion, or 15%, camag to $56.6 billion at
March 31, 2008. The change from the first quarfe20®8 was driven primarily by a reduction in tlaér fvalue of portfolio investments and
redemptions, partially offset by capital raisedséts Under Management were also affected by ousidado close two proprietary single
manager hedge funds.

Capital Deployed

Limited Partner Capital Invested was $208.4 millionthe three months ended March 31, 2009, arease of $189.0 million compared
to $19.4 million for the three months ended Mar&h2008. The increase principally reflected invesits made by certain of our credit-
oriented funds.

Financial Advisory
The following table presents our results of operaifor our Financial Advisory segment:

Three Months Ended March 31, 2009 vs. 2008
2009 2008 $ %
(Dollars in Thousands)

Segment Revenut

Advisory Fees $  90,94( $ 68,56 $22,37" 33%
Investment Income and Oth 1,04t 2,597 (1,552 -60%
Total Revenue 91,98t 71,16( 20,82¢ 2%
Expense!
Compensation and Benef 50,95: 46,96° 3,98¢ 8%
Other Operating Expens 13,92( 11,06 2,85¢ _26%
Total Expense 64,87: 58,02¢ 6,84¢ _12%
Economic Net Incom $ 27,11 $ 13,130 $13,98: 10€%
Revenues

Revenues were $92.0 million for the three montldedrMarch 31, 2009, an increase of $20.8 milliar23%6, as compared to
$71.2 million for the three months ended MarchZ108. The change was driven by an increase of $84li6n in fees generated by our
restructuring and reorganization advisory servimgsiness as continued credit market turmoil andlémels of available liquidity led to
increased bankruptcies, debt defaults and debtictstings. Additionally, fees earned by our cogierand mergers and acquisitions advisory
services business increased $8.1 million, or 3%gJiants increasingly looked to us for independelivice in
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complicated transactions. These increases werlpadffset by a decrease of $20.2 million in fegnerated by our fund placement business
as efforts to raise capital proved challengindghim ¢urrent economic environment.

The revenues generated by each of the businesees fimancial advisory segment are transactiomalature and therefore results can
fluctuate significantly from period to period.

Expenses

Expenses were $64.9 million for the three montldedrMarch 31, 2009, an increase of $6.8 millionl 2%, as compared to
$58.0 million for the three months ended MarchZ108. Compensation and Benefits increased $4.@omilue to the increase in Advisory
Fees, as a portion of compensation is directhtedlto the profitability of each of the servicesimgsses. Other Operating Expenses increase
$2.9 million, principally due to costs associatathwthe expansion of our corporate and mergersaandisitions advisory services business.

Liquidity and Capital Resources
Liquidity and Capital Resources

Blackstone’s business model derives revenue priyniaom third party assets under management and fridvisory businesses.
Blackstone is not a capital or balance sheet interizisiness and targets operating expense lewelisthat total management and advisory
fees exceed total operating expense each period.r@sult, Blackstone requires limited capital teses to support the working capital or
operating needs of our businesses. Blackstone dramsrily on the long term committed capital ofr dimited partner investors to fund the
investment requirements of the Blackstone Fundsuaed its own realizations and cash flows to iniregtowth initiatives or make
commitments to its own funds which are typicallydehan 5% of the assets under management of a fund

Fluctuations in our balance sheet result primdrdyn activities of the Blackstone Funds which asesolidated. The majority economic
ownership interests of these Blackstone Fundsediected as Non-controlling Interests in ConsokdiEntities in the condensed consolidated
financial statements. The consolidation of thesckBdtone Funds has no net effect on the Partn& gt Income or Partners’ Capital.
Additionally, fluctuations in our balance sheetoailsclude appreciation or depreciation in Blackstamvestments in the Blackstone Funds,
additional investments and redemptions of suchrésts in the Blackstone Funds and the collectioroéivables related to management and
advisory fees. For the three months ended MarcR@19, we had total management and advisory fegenderest income of $347.1 million
and total cash expenses of $257.6 million, gemegatiet Fee Related Earnings from Operations of3588llion for the quarter.

Blackstone has multiple sources of liquidity to migecapital needs, including annual cash flovesuanulated earnings in the
businesses, investments in its own liquid fundsagwkss to the committed credit facility describetbw. At March 31, 2009, we had
$776.3 million in cash, $400.1 million investedinuid Blackstone funds and pending redemptionsfaur liquid funds of $38.7 million.
The Consolidated Statements of Cash Flows refhectash flows of the Blackstone operating busirseaseavell as those of the consolidated
Blackstone Funds.

We use Adjusted Cash Flows from Operations as pleogental non-GAAP measure to assess our cash 8adiemounts available for
distribution to unitholders. In accordance with GRAcertain of the Blackstone Funds are consolidatedhe consolidated financial
statements of Blackstone, notwithstanding the tfaatt Blackstone has only a minor economic intereitese funds. Consequently,
Blackstone’s consolidated financial statement®otfihe cash flows of the consolidated BlackstamadB on a gross basis rather than the cast
flows attributable to Blackstone. Adjusted CashwEdrom Operations is therefore intended to reflbetcash flows attributable to Blackstc
and is equal to operating activities presentedcaoadance with GAAP, adjusted for cash flows ralgtio changes in our operating assets and
liabilities, Blackstone Funds’ related investment
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activity, differences in the timing of realized gaibetween Blackstone and Blackstone Funds, nometiamg interests related to departed
partners and non-controlling interests in incomeafsolidated entities and other non-cash adjussn®tanagement assesses Adjusted Cash
Flows from Operations, which is derived from ougreent reported results, by monitoring its key cormgats, defined by management to be
(1) Net Fee Related Earnings from Operations, €jdPmance Fees and Allocations net of relatedifpsbfiring interests that are included in
compensation and (3) Blackstone investment incatagead to its investments in liquid funds and &$ mrealized investment income on its
illiquid investments.

We entered into a new $850 million line of credihich will be effective on May 11, 2009. As a refl our strong cash and liquidity
position, although we received $1.3 billion in coitments, we elected to reduce the line of creditarrthe renewed facility (“New Credit
Facility”) to $850 million. The New Credit Facilityrovides for revolving credit borrowings, withiadl maturity date of May 10, 2010.
Interest on the borrowings is based on an adjusBOR rate or alternate base rate, in each caseghaargin, and undrawn commitments
bear a commitment fee. The New Credit Facilityrisecured and unguaranteed.

The following table is a reconciliation of Net CaBtovided by Operating Activities presented on aXBAasis to Adjusted Cash Flows
from Operations:

Three Months Ended March 31,

2009 2008
(Dollars in Thousands)

Net Cash Provided by Operating Activiti $ 555,88 $ 115,15
Changes in Operating Assets and Liabili (182,719 (316,367
Blackstone Funds Related Investment Activi (273,125 248,43:
Net Realized Gains (Losses) on Investm (53,190 (25€)
Non-controlling Interests in Income of Consolidatediti@s 685,12¢ 793,18:
Realized Gains (Losse— Blackstone Fund (6,48¢) (23,859

Cash Flows from Operatiol— Adjustments
Interests Held by Blackstone Holdings Limited Partn(a) (659,929 (804,059
Incremental Cash Tax Effect ( 9,22: (16,649

Adjusted Cash Flows from Operatic $  74,78¢ $ (4,400

The following table provides the details of the gaments of Adjusted Cash Flows from Operationsusidid Cash Flows from
Operations is the principal factor in determinihg amount of distributions to unitholders.

Three Months Ended March 31,

2009 2008
Fee Related Earning
Total Management and Advisory Fees $ 347,09 $ 329,58
Total Expenses (¢ 257,57! 262,02¢
Net Fee Related Earnings from Operati 89,51¢ 67,56
Performance Fees and Allocations Net of Related figm®ation (e — 8,28¢
Blackstone Investment Income
Liquid (1,702) (82,91))
llliquid (13,039 2,66
(14,739 (80,249
Adjusted Cash Flows from Operatic $  74,78¢ $ (4409

(@) Represents an adjustment to add back net inflos® allocable to interest holders of Blackstbtoddings Limited Partners after the
Reorganization recorded as MControlling Interests
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(b) Represents the provisions for and/or adjustmgnincome taxes that were calculated using threesaethodology applied in calculating
such amounts for the period after the reorganina

(c) Comprised of total segment Management and Advisess plus Interest Incon

(d) Comprised of total segment compensation exp@nssduding compensation expense related to Pedicm Fees and Allocations
pursuant to Blackstone’s profit sharing plans ealdb carried interest and incentive fees whichirmriided in (e) below), other
operating expenses and Blackst' s estimate of cash taxes currently ¢

(e) Represents realized Performance Fees and Aasanet of corresponding actual amounts due uBtiakstone’s profit sharing plans
related theretc

(H Comprised of Blackstone’s investment incomeljzed and unrealized) on its liquid investmentsifrits Marketable Alternative Asset
Management segment as well as its net realizesgimeant income on its illiquid investments, prindipdrom its Corporate Private
Equity and Real Estate Segments and permanentrimgxati charges on certain illiquid investmel

Our Sources of Cash and Liquidity Needs

We expect that our primary liquidity needs will tesh to (1) provide capital to facilitate the grbwf our existing businesses which
principally includes funding our general partned &o-investment commitments to our funds, (2) ptewdapital to facilitate our expansion
into new businesses that are complementary, (3ppayating expenses, including cash compensationrtemployees and other obligations
as they arise, (4) fund modest capital expendifBgepay borrowings and related interest cdéspay income taxes and (7) make
distributions to our unitholders and the holder8laickstone Holdings Partnership Units. Our ownitedgommitments to our funds and fui
we invest in as of March 31, 2009, consisted offtitlewing:

Original Remaining
Fund Commitment Commitment
(Dollars in Thousands)

Corporate Private Equity and Related Funds

BCP VI $ 500,00( $ 500,00(
BCP V 629,35t 204,31
BCP IV 150,00( 16,41¢
BCOM 50,00( 5,44
Real Estate Funds
BREP VI 750,00( 441,70:
BREP V 52,54t 8,06¢
BREP International | 26,41( 4,88¢
BREP IV 50,00( —
BREP Internationg 20,00( 3,29:
BREP Europe Il 100,00( 100,00(
Real Estate Special Situatio 50,00( 29,42t
Marketable Alternative Asset Management
BMEZZ 1| 17,69: 3,62¢
BMEZZ 41,00( 2,60¢
Strategic Alliance 50,00( 20,92¢
Blackstone Credit Liquidity Partne 32,24¢ 13,04:
Value Recoven 25,00( 5,694
GSO Capital Opportunitie 1,00C 59C
GSO Liquidity Partner 601 —
GSO Liquidity Sideca 25C —
GSO Energizer Sidecar 2 —
Cco-Investment Partners LL 10,95¢ 5,504
Total $ 2,557,05 $1,365,54!
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For some of the general partner commitments shavting table above we require our senior managiregtirs and certain other
professionals to fund a portion of the commitmermrethough the ultimate obligation to fund the agmte commitment is ours pursuant to
the governing agreements of the respective funaisBEP VI, BREP VI and BREP Europe lll it is inteettithat our senior managing direc!
and certain other professionals will fund $250 imil] $150 million and $35 million of the aggregateplicable general partner commitment
shown above, respectively. We expect our commiteyenbe drawn down over time and to be funded Iajl@ve cash and cash generated
from operations and realizations. Taking into actqurevailing market conditions and both the lidyicind cash or liquid investment
balances, we believe that the sources of liquidigtscribed below will be sufficient to fund our worl capital requirements.

In addition to the cash we received in connectidth wur IPO, we expect to receive (1) cash gendritem operating activities,
(2) carried interest and incentive income real@aj and (3) realizations on the carry fund investis that we make. Blackstone’s investment
income from our liquid investments (whether or redlized) in our Marketable Alternative Asset Masiagnt segment is also included in our
Adjusted Cash Flows from Operations. The amourasived from the latter three sources in particaolay vary substantially from year to
year and quarter to quarter depending on the freryuand size of realization events or net retuxpegenced by our investment funds. (
available capital could be adversely affectedéf¢hare prolonged periods of few substantial raiims from our investment funds
accompanied by substantial capital calls from thogestment funds. Therefore, Blackstone’s commitis¢o our funds are taken into
consideration when managing our overall liquiditgl @ash position.

We expect to use our Adjusted Cash Flows from Quersito make cash distributions to our commonhatiters in accordance with
our distribution policy. As we have previously refgal, our current intention is to distribute to a@mmon unitholders substantially all of our
net after-tax share of our annual Adjusted Cask&lwom Operations in excess of amounts determityegur general partner to be necessary
or appropriate to provide for the conduct of ousihass, to make appropriate investments in ounksgsiand our funds, to comply with
applicable law, any of our debt instruments or odgreements, or to provide for future distributida common unitholders for any ensuing
quarter. The declaration and payment of any digtidins will be at the sole discretion of our gehegatner, which may change our
distribution policy at any time. As we have prestyureported, until December 31, 2009, Blackstoaespnnel and others who hold
Blackstone Holdings partnership units (and who epproximately 75% of all outstanding units, withmemon unitholders holding the
remaining 25%) will not receive any distributionghwespect to their Blackstone Holdings partngrshiits (other than tax distributions in
circumstances specified in “ltem 5. Market for Réigint's Common Equity, Related Stockholder Matsard Issuer Purchases of Equity
Securities”) for a year unless and until our commaitholders receive aggregate distributions o28Jer common unit for such year. We do
not intend to maintain this priority allocationeftbecember 31, 2009.

As we have previously indicated, our ability to raalash distributions to our unitholders will dep@emda number of factors, including
among others general economic and business camglitbwr strategic plans and prospects, our busarebivestment opportunities, our
financial condition and operating results, workaapital requirements and anticipated cash needsg,ambual restrictions and obligations
including fulfilling our current and future capitesbmmitments, legal, tax and regulatory restrictiaestrictions and other implications on the
payment of distributions by us to our common urlidleos or by our subsidiaries to us and such othetofs as our general partner may deem
relevant.

Public common unitholders will continue to recedvpriority distribution ahead of Blackstone persgirand others through 2009, but
amount of those distributions in respect of 2000 lvd based on the amount of Adjusted Cash Floams fDperations in 2009 available for
distributions and could fall below $1.20.

The Blackstone Group L.P. has declared a quartiéstyibution of $0.30 per common unit to recorddesk of common units at the clc
of business on May 29, 2009. This distribution Ww#l paid on June 12, 2009. This distribution vaitht approximately $82 million, which is
excess of Blackstone’s Adjusted Cash Flow from
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Operations of approximately $75 million for theearmonth period ended March 31, 2009. The amouithieadistributions to common
unitholders payable for the remainder of 2009 délpend on the amount of Blackstam@&djusted Cash Flow from Operations for the fe
2009 and other factors.

In January 2008, the Board of Directors of our gahgartner, Blackstone Group Management L.L.Cthaized the repurchase of up
$500 million of our common units and Blackstone diiogjs Partnership Units. Under this unit repurchiasgram, units may be repurchased
from time to time in open market transactions, lingtely negotiated transactions or otherwise. fiiming and the actual number of
Blackstone common units and Blackstone Holdingsneeship Units repurchased will depend on a vaétiactors, including legal
requirements, price and economic and market camditiThis unit repurchase program may be susperddidcontinued at any time and d
not have a specified expiration date. During the&t fijuarter of 2009, we repurchased a combinati@h4d 1,702 Blackstone Common Units
and Blackstone Holdings Partnership Units as fatie@unit repurchase program for a total cost2x.8 million. As of March 31, 2009, the
amount remaining available for repurchases was $3#ilion under this program.

We may under certain circumstances use leveragertymistically and over time to create the mosicafht capital structure for
Blackstone and our public common unitholders. Ardla31, 2009, we had partners’ equity of $5.2 dmil]iincluding $776.3 million in cash,
$400.1 million in investments in liquid funds aneingling redemptions from our liquid funds of $38.iMian, against limited purpose
borrowings of $81.9 million. We do not anticipaggeoaching significant leverage levels over the$eeable future since positive cash flows
and the net proceeds from the IPO and sale of mtingzcommon units to the Beijing Wonderful Investits are expected to be our principal
source of financing for our businesses. However delt-to-equity ratio may increase in the future.

Our corporate private equity funds, real estatel$iemd funds of hedge funds have not historicdilized substantial leverage at the
fund level other than for short-term borrowingsvieen the date of an investment and the receipamifal from the investing fund'investors
Our corporate private equity funds and real edtatds make direct or indirect investments in conigsthat utilize leverage in their capital
structure. The degree of leverage employed vanemng portfolio companies.

Certain of our Marketable Alternative Asset Managetrentities use leverage within their funds ineorid obtain additional market
exposure, enhance returns on invested capital atalzidge short-term cash needs. We also usedgedo enhance returns in some of our
credit-oriented funds. The forms of leverage primarily émypd by these funds include purchasing securitiemargin, utilizing collateralize
financing and using derivative instruments.

Critical Accounting Policies

We prepare our condensed consolidated financitdmsents in accordance with accounting principlesegaly accepted in the United
States. In applying many of these accounting ppiesi we need to make assumptions, estimates gndgments that affect the reported
amounts of assets, liabilities, revenues and exgseinsour consolidated financial statements. We loas estimates and judgments on
historical experience and other assumptions thatelieve are reasonable under the circumstanceseldssumptions, estimates and/or
judgments, however, are often subjective. Actusliits may be affected negatively based on chargicgmstances. If actual amounts
ultimately different from our estimates, the regis are included in our results of operationstiergeriod in which the actual amounts
become known. We believe the following critical agnting policies could potentially produce matdyialifferent results if we were to
change underlying assumptions, estimates and/gnjedts. (See Note 2. “Summary of Significant AcamghPolicies” in the “Notes to the
Condensed Consolidated Financial Statements” int‘IPHem 1. Financial Statements” of this filing.
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Principles of Consolidation

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

For entities that are determined to be \dEie consolidate those entities where we absarbjarity of the expected losses or a majc
of the expected residual returns, or both, of @ity pursuant to the requirements of Financiatd\mting Standards Board (“FASB”)
Interpretation No. 46 (Revised December 20@3)pnsolidation of Variable Interest Entities-an irgeetation of ARB No. 5¢'FIN 46(R)").

The evaluation of whether a fund is subject tordguirements of FIN 46(R) as a VIE and the deteatim of whether we should consolidate
such a VIE requires management’s judgment. In adfditve consolidate those entities we control thfoa majority voting interest or
otherwise, including those Blackstone Funds in Whie general partners are presumed to have caveolthem pursuant to Emerging Iss
Task Force (“EITF”) Issue No. 04-Betermining Whether a General Partner, or the Gah@artners as a Group, Controls a Limited
Partnership or Similar Entity When the Limited Raats Have Certain Righ(“EITF 04-5"). The provisions under both FIN 46(&)d EITF
04-5 have been applied retrospectively to prioiqus:. All intercompany transactions and balance® lieen eliminated.

For operating entities over which we may exercigaiicant influence but which do not meet the riggonents for consolidation, we u
the equity method of accounting whereby we recamdsbare of the underlying income or losses ofdletities.

Revenue Recognition

Management and Advisory Feddanagement fees consist of (1) Fund Management&ebf?) Advisory Fees. Our revenue
recognition policies are as follows:

(1) Fund Management FeeFund management fees are compriset

(&) Base Management Fe. Base management fees are fees charged dire¢tlg fand or fund investors. Such fees are based
upon the contractual terms of investment advisoy r@lated agreements and are recognized as eawraethe specified
contract period

(b)  Transaction and Other Feedransaction and other fees (including monitofiegs) are comprised of fees charged directly
to funds and fund portfolio companies. Our invesitragvisory agreements generally require thatriiestment advisor
share a portion of certain fees with the limitedtipers of the fund. Transaction and Other Feesi@ref amounts, if any,
shared with limited partner

(c) Management Fee Offse. Our investment advisory agreements generallyirediiat the investment advisor share a portion
of certain expenses with the limited partners effimd. These shared items (“management fee retstjireduce the
management fees received from the limited partmMéasmiagement fee offsets are comprised primarilgroken deal and
placement fee expenst

(2) Advisory Fee. Advisory Fees consist of advisory retainer aadgaction-based fee arrangements related to meegepssitions,
restructurings, divestitures and fund placementises for alternative investment funds. Advisortaieer fees are recognized
when services are rendered. Transaction fees emgmized when (i) there is evidence of an arrangenvéh a client, (ii) agreed
upon services have been provided, (iii) fees aedfior determinable and (iv) collection is reasdyabsured. Fund placement
services revenue is recognized as earned uportteptance by a fund of capital or capital committse

Performance Fees and Allocatior®erformance fees and allocations represent thenergfal allocation of investment gains (“carried
interest”) which are a component of our generaln@arinterests in the corporate private equityl, estate and certain of our credit-oriented
funds. The firm receives carried interest from rdfu
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in the event investors in the fund achieve cumuegitivestment returns in excess of a specified kg accrue as revenue (and/or adjust
previously recorded revenue to reflect) the amdhet would be due to us pursuant to the fund agee¢srat each reporting period end as if
the fair value of the investments were realizedfasich date, whether or not such amounts havalicteen realized. In certain performal
fee arrangements related to funds of hedge fundseartain of our credit-oriented funds in our Maged#e Alternative Asset Management
segment, we are entitled to receive performanceded allocations when the return on assets undeagement exceeds certain benchmark
returns or other performance targets. In such gamments, performance fees and allocations are et enonthly or quarterly based on
measuring account/fund performance to date (whethaot such amounts have actually been realizedyus the performance benchmark
stated in the investment management agreement.fiEadhs considered separately for purposes okthesangements. Accordingly, to the
extent the amount that would be due to us in rdsgfeac fund at a reporting period end is lower ttizanamount of performance fees or
allocations that we have previously recognizedespect of such fund, we may reflect negative parémce fees and allocations as this
amount is reversed. However, we would cease tadauegative performance fees and allocations veisipect to a fund once previously
recorded performance fees and allocations for furth have been fully reversed (as the firm is eguired to pay negative performance fees
to any fund). We are not obligated to pay guarahteturns or hurdles and, therefore, cannot hagathe performance fees over the life of a
fund.

Investment IncomeBlackstone invests in corporate private equitydf) real estate funds, funds of hedge funds aditariented fund
that are not consolidated. The Partnership accdantbese investments under the equity methodcbenting. Blackstone’s share of
operating income generated by these investmentsisded as a component of Investment Income ahdrOthat amount reflects the fair
value gains and losses of the associated fund€riyidg investments as we retain the specializedstment company accounting of these
funds pursuant to EITF Issue No. 85-R&tention of Specialized Accounting for Investmen@onsolidation(“EITF 85-12"). These funds
generate realized and unrealized gains from unidgrlyorporate private equity and real estate imaests and investments in marketable
alternative asset management funds which refleotiabination of internal and external factors asdbed below. In addition, third-party
hedge fund managers provide information regardiegvluation of hedge fund investments.

Expenses

Our expenses include compensation and benefitssgpnd general and administrative expenses. @auating policies related
thereto are as follows:

Compensation and Benefits ExperGempensation and benefits expense reflects (1)@mplcompensation and benefits expense paid
and payable to our employees, including our sem@naging directors, (2) equity-based compensasendated with grants of equity-based
awards to senior managing directors, other empkwged selected other individuals engaged in ounbases and (3) performance payment
arrangements for Blackstone personnel and prdditisy interests in carried interest.

(1) Employee Compensation and Bene. Reflects employee compensation and benefits esgppaid and payable to our employees,
including our senior managing directa

(2) Equity-based CompensatiarRepresents non-cash equity-based compensatiemsx@ssociated with the issuance of echatyec
awards to our senior managing directors, other eyegs and selected other individuals engaged ire srour businesses. The
expense is recognized over the corresponding gepddod of the underlying grai

(3) Performance Payment Arrangeme. We have implemented what we generally refer tgpasformance payment arrangements”
for our personnel working in our businesses acoosglifferent operations that are designed to gmately align performance a
compensation. These performance payment arrangsmenérally provide annual cash payments to Bladkspersonnel
(including our senior managing directors) that@etermined at the discretion of our senior managesued are tie:
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to the performance of our firm’s businesses and, imagertain cases, be based on participationéstsiin the earnings derived
from the performance of the applicable businessdudition, Blackstone personnel working in our besses, other professionals
and selected other individuals who work on ourycéunds have a profit sharing interest which wdude within compensation as
the related performance fees are recognized itioelto these funds in order to better align thtierests with our own and with
those of the investors in these funds. To the éxtemviously recorded revenues are adjusted teageflecreases in the performa
fees based on underlying funds’ valuations at jegiod, related profit sharing interests previoasgrued are also adjusted and
reflected as a credit to current period compensabeparted partners are also entitled to theitagkshare of carried interest
distributions received and (as other partners) beagubject to a recontribution of previously reeélicarried interest from our
carry funds and are also liable for their applieadthare of losses on carry funds subject to aalated to the carried interest
distributions they received from a carry fund. Téfere, as our net revenues increase, our compensaists also rise; as our net
revenues decrease, our compensation costs mayade:

General, Administrative and Othéfhe balance of our expenses include interest expecsupancy and equipment expenses and
general, administrative and other expenses, whidkist of professional fees, public company cdeisgl and related expenses,
communications and information services, depremiaéind amortization and other operating expenses.

I nvestments, at Fair Value

The Blackstone Funds are, for GAAP purposes, imvest companies under the AICPA Audit and Accountihgdelnvestment
Companieghat reflect their investments, including majoridymned and controlled investments (the “Portfolio@anies”) as well as
Securities Sold, Not Yet Purchased at fair value.éve retained the specialized accounting foBthekstone Funds pursuant to EITF 85-
12. Thus, such consolidated funds investmentsediected on the Condensed Consolidated Statem&Riaancial Condition at fair value,
with unrealized gains and losses resulting frormglea in fair value reflected as a component of®&its (Losses) from Fund Investment
Activities in the Condensed Consolidated Statemeh@perations. Fair value is the amount that wdnddeceived to sell an asset or paid to
transfer a liability, in an orderly transactionwetn market participants at the measurement datettie exit price).

We have valued our investments, including our carng investments, in the absence of observabl&eharices, using the valuation
methodologies described below applied on a comgistsis. For some investments little market agtiviay exist; management’s
determination of fair value is then based on th&t bdormation available in the circumstances, aray incorporate management’s own
assumptions and involves a significant degree afagament’s judgment taking into consideration alboation of internal and external
factors, including the appropriate risk adjustmdatson-performance and liquidity risks. Interfattors that are considered are described
below. The additional external factors associatéd aur valuations vary by asset class but arediyodriven by the market considerations
discussed at “Business Environment” above.

Investments for which market prices are not obddevmclude private investments in the equity ofigting companies or real estate
properties. Fair values of private investmentsdatermined by reference to projected net earne@siings before interest, taxes, depreci:
and amortization (“EBITDA”) and balance sheets, ljuimarket or private transactions, valuationsdomparable companies and other
measures which, in many cases, are unaudited #trieeeceived. With respect to real estate invests) in determining fair values we
considered projected operating cash flows and balaheets, sales of comparable assets, if anygptatement costs among other measures.
The methods used by us to estimate the fair vdlpeiaate investments include the discounted céslu method and/or capitalization rates
(“cap rates”) analysis. Valuations may also bewstiby reference to observable valuation measoresomparable companies or assets (e.g.,
multiplying a key performance metric of the investmmpany or asset, such as EBITDA, by a relevaluiation multiple observed in the
range of comparable companies or transactiong)sted] by
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management for differences between the investmehttee referenced comparables and in some instéyaeserence to option pricing
models or other similar methods. Private investmemiy also be valued at cost for a period of tifter an acquisition as the best indicator of
fair value. These valuation methodologies invoha&gmificant degree of management judgment.

Blackstone Funds’ direct investments in hedge fulldsestee Funds”are stated at fair value, based on the informairorided by the
Investee Funds which reflects the Partnership’sesbbthe fair value of the net assets of the itmesit fund. If the Partnership determines,
based on its own due diligence and investment pliiwes, that the valuation for any Investee Funadbasm information provided by the
Investee Fund’s management does not represeniaiaie, the Partnership will estimate the fair vadfithe Investee Fund in good faith and in
a manner that it reasonably chooses, in accordaitieats valuation policies.

In certain cases debt and equity securities argedabn the basis of prices from an orderly transadietween market participants
provided by reputable dealers or pricing servitesletermining the value of a particular investmenicing services may use certain
information with respect to transactions in suckestments, quotations from dealers, pricing masrirearket transactions in comparable
investments and various relationships between tmarss.

After our adoption of Statement of Financial Acctmg Standards No. 15Fair Value Measuremen{§SFAS No. 157"), investments
measured and reported at fair value are classafieiddisclosed in one of the following categories:

» Level | — Quoted prices are available in active kas for identical investments as of the reportiatg. The type of investments
in Level I include listed equities and listed datives. As required by SFAS No. 157, we do notsidjue quoted price for these
investments, even in situations where we hold gelposition and a sale could reasonably affectjtimted price

» Level Il — Pricing inputs are other than quotedps in active markets, which are either directljndirectly observable as of the
reporting date, and fair value is determined thiotig use of models or other valuation methodokdme/estments which are
generally included in this category include corperfaonds and loans, less liquid and restrictedtggercurities and certain over-
the-counter derivatives

« Level lll — Pricing inputs are unobservable for theestment and includes situations where thelittles, if any, market activity
for the investment. The inputs into the determnatf fair value require significant managemengjment or estimation.
Investments that are included in this category galyeinclude general and limited partnership iesds in corporate private equity
and real estate funds, credit-oriented funds, furidedge funds, distressed debt and non-investgrade residual interests in
securitizations and collateralized debt obligatic

In certain cases, the inputs used to measuredaievmay fall into different levels of the fair ual hierarchy. In such cases, the
determination of which category within the fair walhierarchy is appropriate for any given investnebased on the lowest level of input
that is significant to the fair value measureméntr assessment of the significance of a partidofaut to the fair value measurement in its
entirety requires judgment and considers factoesifip to the investment.

Goodwill and I dentifiable I ntangible Assets

Goodwill is the cost of acquired business interastsxcess of the fair value of the net assetdudtieg identifiable intangible assets, at
the acquisition date. Our intangible assets consite contractual right to future fee income fraranagement, advisory and incentive fee
contracts and the contractual right to earn futamreied interest from certain Blackstone Funds.

57



Table of Contents

Goodwill. We test goodwill for impairment at the operatgggment level (the same as our reportable segméfdgpgement has
organized the firm into four operating segments.oAthe components in each segment have similan@unic characteristics and manager
makes key operating decisions based on the perfarenaf each segment. Therefore, we believe thattipg segment is the appropriate
reporting level for testing the impairment of goalilwn determining fair value for each of our segnts, we utilize a discounted cash flow
methodology based on the adjusted cash flows freenations for each segment. We believe this megphoddes the best approximation of
fair value. In calculating the discounted cash #pwe begin with the adjusted cash flows from ofp@na of each segment. We then deterr
the most likely growth rate by operating segmenttach of the next five years and keep the groatbsrfor years six through twenty flat to
the growth rate used in year five. We assume noite value for any segment, nor do we apply arcbpremium. The discounted cash flow
analysis assumes no borrowings, but includes anatlbn of interest expense for the assumed unem®dhitment fee on Blackstone’s
revolving credit facility, which is allocated to&@asegment. We next perform a sensitivity analysiag various discount rates and based on
this sensitivity analysis, we determine the mogtrapriate discount rate to utilize in our discouhtash flow analysis, based on current
market parameters.

For the 2007 annual impairment test, we utilizexlfdir value that was prepared in conjunction wlith IPO. Given the short passage of
time between the IPO date of June 2007 and theahimpairment testing date of October 1, 2007 févevalue did not change significantly
and far exceeded the carrying value at such da2008, Blackstone utilized the discounted casl flrodel, described above, to approxirr
the fair value of each of its segments.

Identifiable Intangible AssetaNe amortize our identifiable intangible asseteraheir estimated lives in accordance with SFAS
No. 142. Identifiable intangible assets are tefdedmpairment whenever events or changes in cistantes suggest that an a's or asset
group’s carrying value may not be fully recoverabl@accordance with SFAS No. 144¢counting for the Impairment or Disposal of Long-
Lived Asset. An impairment loss, calculated as the differelneveen the estimated fair value and the carryalgesof an asset or asset
group, is recognized if the sum of the estimatedisgounted cash flows relating to the asset ort@assep is less than the corresponding
carrying value.

No impairments were identified as of December D& However, a prolonged period of weakness irBlhekstone Funds’
performance or in our ability to earn fee incommrirmanagement, advisory and incentive fee contratl adversely impact our businesses
and impair the value of our goodwill and/or ideiatile intangible assets.

Off-Balance Sheet Arrangements

In the normal course of business, we engage ibatince sheet arrangements, including establistartgin special purpose entities
(“SPEs”"), owning securities or interests in SPEs$ providing investment and collateral managementises to SPEs. There are two main
types of SPEs — qualifying special purposes estiti©SPEs”), which are entities whose permittedvéigs are limited to passively holding
financial interests in distributing cash flows geated by the assets, and VIEs. Certain combindate=ntf the Blackstone Funds transact
regularly with VIEs which do not meet the QSPEasid due to their permitted activities not beinfisiently limited or because the assets
not deemed qualifying financial instruments. UnBBY 46(R), we consolidate those VIEs where we dbgither a majority of the expected
losses or residual returns (as defined) and areftre considered the primary beneficiary. Our pmynnvolvement with VIES consists of
investments in corporate private equity, real estainds of hedge funds and credit-oriented fuRds.additional information about our
involvement with VIEs, see Note 4, “Investments rvdstment in Variable Interest Entities” in the &oto the Condensed Consolidated
Financial Statements.

In addition to VIESs, in the ordinary course of mess certain combined entities of the Blackston&Eussue various guarantees to
counterparties in connection with investments, dielbising and other transactions. See Note 10, f@itnments and Contingencies” in Notes
to the Condensed Consolidated Financial Statenfienésdiscussion of guarantees.
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Contractual Obligations, Commitments and Contingenies

The following table sets forth information relatitigour contractual obligations as of March 31,208 a consolidated basis and on a

basis deconsolidating the Blackstone funds:

April 1, 2009 to

December 31,

Contractual Obligations 2009 20102011 20122013 Thereafter Total
(Dollars in Thousands)

Operating Lease Obligations 35,31 $ 95,94¢ $88,44. $ 318,99" $ 538,69¢
Purchase Obligatior 10,94( 8,10¢ — — 19,04
Blackstone Operating Entities Loan and Credit R#esl Payable (b 792 56,44¢ 13,73 7,997 78,96¢
Interest on Blackstone Operating Entities Loan @retlit Facilities

Payable (c 77C 1,68 1,06¢ 19¢ 3,71¢
Blackstone Funds Debt Obligations Payable 1,26¢ — 1,63 — 2,90¢
Interest on Blackstone Funds Debt Obligations Played) 35 82 38 — 15t
Blackstone Fund Capital Commitments to InvesteedB(f) 28,41¢ — — — 28,41¢
Due to Certain NorGontrolling Interest Holders in Connection with 1

Receivable Agreement (i — — — 778,70¢ 778,70¢
Blackstone Operating Entities Capital CommitmeatBlackstone

Funds (h 1,365,54! — — — 1,365,54!
Consolidated Contractual Obligatio 1,443,08I 162,26 104,91: 1,105,89 2,816,16!
Blackstone Funds Debt Obligations Payable (1,269 — (1,637 — (2,905
Interest on Blackstone Funds Debt Obligations Playe) (35 (82 (38) — (15%)
Blackstone Fund Capital Commitments to InvesteedByf) (28,419 — — — (28,419
Blackstone Operating Entities Contractual Obligadi $ 1,413,36. $162,18" $103,23¢ $1,105,89' $2,784,68!

(@)

(b)

(©

(d)
(€)

We lease our primary office space and certHioeoequipment under agreements that expire ttid@@P4. In connection with certain
lease agreements, we are responsible for escaf@ionents. The contractual obligation table abaekites only guaranteed minimum
lease payments for such leases and does not ppajsttial escalation or other lease-related paysndimese leases are classified as
operating leases for financial statement purposdsaa such are not recorded as liabilities on #hedénsed Consolidated Statement of
Financial Condition as of March 31, 20(

Represents borrowings for employee term facilipissgram, a corporate debt investment program arap#al asset facility

Represents interest to be paid over the mgtofithe related debt obligation which has beewuated assuming no prepayments are
made and debt is held until its final maturity datee future interest payments are calculated ugimigble rates in effect as of

March 31, 2009, at spreads to market rates pursadhé financing agreements, and range from 1.#1%50%.

These obligations are those of the Blackstone Fit

Represents interest to be paid over the matofithe related Blackstone Funds’ debt obligatishsch has been calculated assuming no
prepayments will be made and debt will be heldlitstfinal maturity date. The future interest pagmbs are calculated using variable
rates in effect as of March 31, 2009, at spreadsaxket rates pursuant to the financing agreemantsrange from 1.75% to 2.56%. -
majority of the borrowings are due on demand amgbéwposes of this schedule are assumed to maithizmwne year. Interest on the
majority of these borrowings rolls over into thénpipal balance at each reset di
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() These obligations represent commitments ofcthresolidated Blackstone Funds to make capital tmrttons to investee funds and
portfolio companies. These amounts are generaklyatudemand and are therefore presented in théhi@sone year categol

(o) Represents obligations by the Partnership’pam@te subsidiaries’ to make payments under theRleoeivable Agreement to certain
non-controlling interest holders for the tax sagimgalized from the taxable purchases of their@sts in connection with the
reorganization at the time of Blackstone’s inipablic offering in 2007 and subsequent purchasks.dbligation represents the amount
of the payments currently expected to be made wdnieldependent on the tax savings actually reafizatetermined annually without
discounting for the timing of the payments. As rieggl by Generally Accepted Accounting Principlés amount of the obligation
included in the Condensed and Consolidated FinaBtaements and shown in Note 9 differs to reflbetnet present value of the
payments due to certain r-controlling interest holder:

(h) These obligations represent commitments by ysdvide general partner capital funding to thadRktone Funds and limited partner
capital funding to other funds. These amounts aremally due on demand and are therefore presanthd less than one year categt
however, the capital commitments are expected wabled substantially over the next three years.eifect to continue to make these
general partner capital commitments as we rais#éiadal amounts for our investment funds over tii

Guarantees

We had approximately $12.0 million of letters oédit outstanding to provide collateral supportteato a credit facility at March 31,
20009.

Certain real estate funds guarantee paymentsrtbyhirties in connection with the on-going busired#vities and/or acquisitions of
their Portfolio Companies. At March 31, 2009, sgciarantees amounted to $4.2 million.

Indemnifications

In many of its service contracts, Blackstone agte@sdemnify the third party service provider undertain circumstances. The terms
of the indemnities vary from contract to contrantl dhe amount of indemnification liability, if angannot be determined and has not been
included in the table above or recorded in our emseéd consolidated financial statements as of Mait¢2009.

Clawback Obligations

At March 31, 2009, none of the general partnemsunfcorporate private equity, real estate or credénted funds had an actual cash
clawback obligation to any limited partners of fhads. For financial reporting purposes at period,e¢he general partner has reflected a
potential clawback obligation to the limited parsef some of our carry funds due to changes irutirealized value of a fund’s remaining
investments where the fund’s general partner hagiquisly received carried interest distributionshwespect to such fund’s realized
investments; however, the payment of a potent@adbhck obligation for the benefit of the fund’s ilied partners is not due until the end of
the life of the respective fund following the “wingb” period, except in the case of our real ediates, which have a provision for interim
clawback when losses have been realized and haveean recouped within one year of the loss. Timadef our various funds for which
there is currently a pending clawback obligatiorjuding available contemplated extensions, areeatiy anticipated to expire at various
points beginning towards the end of 2012 and extenithrough 2018, recognizing that under givenuwinstances further extensions of such
terms may be implemented. Since the inception@fiinds, the general partners have not been refuinmake a cash clawback payment.
do not currently forecast any material clawbackiliies and, if at all would be several years awigr further information on cash clawback
payments, see the Contingent Repayment Guarartgersef Note 9 to the Condensed Consolidated Fisd$Statements. In the normal
course of business, we enter into various commitsaéior detailed information regarding these commaiits, see Note 10 to the Condensed
Consolidated Financial Statements.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

Our predominant exposure to market risk is rel&deour role as general partner or investment advesthe Blackstone Funds and the
sensitivities to movements in the fair value ofitlrevestments, including the effect on manageniees, performance fees and allocations
investment income.

Although the Blackstone Funds share many commamékeeach of our alternative asset managementtmperauns its own
investment and risk management processes, subjeat bverall risk tolerance and philosophy:

» The investment process of our carry funds invobvéetailed analysis of potential investments, asgiamanagement teams are
assigned to oversee the operations, strategic @@welnt, financing and capital deployment decismfnsach portfolio investment.
Key investment decisions are subject to approvahbyapplicable investment committee, which is cosag of Blackstone senior
managing directors and senior managern

* In our capacity as advisor to certain of our maakkd alternative asset management funds, we cantityimonitor a variety of
markets for attractive trading opportunities, apudya number of traditional and customized risk agament metrics to analyze
risk related to specific assets or portfolios. didiion, we perform extensive credit and cash-flamalyses of borrowers, credit-
based assets and underlying hedge fund managedrbasa extensive asset management teams that moov@nant compliance
by, and relevant financial data of, borrowers atigtoobligors, asset pool performance statistiegking of cash payments relat
to investments and ongoing analysis of the creditis of investment:

Effect on Fund Management Fees

Our management fees are based on (1) third pactgdétal commitments to a Blackstone Fund, (2)dtpiarties’ capital invested in a
Blackstone Fund or (3) the net asset value, or Néf\4 Blackstone Fund, as described in our condeosasolidated financial statements.
Management fees will only be directly affected hgr-term changes in market conditions to the extegy are based on NAV or represent
permanent impairments of value. These managemesfél be increased (or reduced) in direct prdparto the effect of changes in the
market value of our investments in the related uridhe proportion of our management fees that asedon NAV is dependent on the
number and types of Blackstone Funds in existenddfee current stage of each fund’s life cycleoAMarch 31, 2009, approximately 27%
of our fund management fees were based on the NANeaapplicable funds. For the three months edacth 31, 2008 and after
considering the effect of the deconsolidation otaia funds of hedge funds on July 1, 2007, appnaxely 34% of our fund management fees
were based on the NAV of the applicable funds.

Market Risk

The Blackstone Funds hold investments and secsistéd not yet purchased, both of which are repgatdair value. Based on the fair
value as of March 31, 2009, we estimate that a d6étine in fair value of the investments and seimsriwould have the following effects:
(1) management fees would decrease by $33.0 milioan annual basis, (2) performance fees andadiltors would decrease by
$94.5 million, after allocations to non-controllimgerest holders and (3) investment income woelctelase by $119.8 million. Based on the
fair value as of March 31, 2008, we estimated $haD% decline in fair value of the investments s&curities would have the following
effects: (1) management fees would decrease b@$ddlion on an annual basis, (2) performance &b allocations would decrease by
$384.3 million, after allocations to non-controfiimterest holders and (3) investment income wdelctease by $228.7 million.

Total assets under management, excluding undrapitetaommitments and the amount of capital rafeedur CLO’s, by segment,
and the percentage amount classified as Levatvdstments as defined within
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SFAS No. 157, are: Corporate Private Equity $1@libb (96% Level 111), Real Estate $9.1 billion 9% Level Ill), and Marketable
Alternative Asset Management $32.1 billion (88% &kehl), respectively. The fair value of our investnts and securities can vary
significantly based on a number of factors thaetiako consideration the diversity of the Blackg®munds’ investment portfolio and on a
number of factors and inputs such as similar tretitsas, financial metrics, and industry comparajemong others. (See “Part Il, Item 1A.
Risk Factors” below. Also see “Part |, ltem 2. Mgament’s Discussion and Analysis of Financial Ctadiand Results of Operations —
Critical Accounting Policies — Investments, at Pdilue.”) We believe these estimated fair value amt® should be utilized with caution as
our intent and strategy is to hold investments sewlrities until prevailing market conditions aeméficial for investment sales.

Investors in all of our carry funds (and certairoaf credit-oriented funds) make capital commitreantthose funds that we are entitled
to call from those investors at any time duringsprébed periods. We depend on investors fulfillihngir commitments when we call capital
from them in order for those funds to consummavesiments and otherwise pay all their related akibgs when due, including managen
fees. We have not had investors fail to honor eapdlls to any meaningful extent and any invesitat did not fund a capital call would be
subject to having a significant amount of its @rigtinvestment forfeited in that fund. But if intess were to fail to satisfy a significant
amount of capital calls for any particular fundfwnds, those funds could be materially and advesébcted.

Because our carry funds have preferred returnltiofds to investors that need to be met prior tcBtone receiving any carried
interest, substantial declines in the carrying galtithe investment portfolios of a carry fund sanificantly delay or eliminate any carried
interest distributions paid to us in respect of fad since the value of the assets in the fundlevaoeed to recover to their aggregate cost
basis plus the preferred return over time beforewseld be entitled to receive any carried intefesn that fund. For this reason, due to
declines in the carrying values of their underlypagtfolio assets, our most recent corporate peieafuity fund and real estate fund are not
expected to generate any carried interest in the fgure.

Exchange Rate Risk

The Blackstone Funds hold investments that arerderaied in norld.S. dollar currencies that may be affected by mw#mts in the raf
of exchange between the U.S. dollar and non-U.Bardzurrencies. Additionally, a portion of our negement fees are denominated in non-
U.S. dollar currencies. We estimate that as of M&t, 2009, a 10% decline in the rate of excharigdl éoreign currencies against the U.S.
dollar would have the following effects: (1) managmt fees would decrease by $7.9 million on an ahbasis, (2) performance fees and
allocations would decrease by $29.1 million, affifwcations to non-controlling interest holders &Bginvestment income would decrease by
$16.5 million.

As of March 31, 2008, we estimated that a 10% dedh the rate of exchange against the U.S. daiard have the following effects:
(1) management fees would decrease by $8.0 mitlioan annual basis, (2) performance fees and &thosawould decrease by $81.8 milli
after allocations to non-controlling interest hakland (3) investment income would decrease by232dlion.

Interest Rate Risk

Blackstone has debt obligations payable that adoteeest at variable rates. Interest rate changgstherefore affect the amount of
interest payments, future earnings and cash flBased on our debt obligations payable as of Mafgt2809, we estimate that interest
expense relating to variable rate debt obligatjpmgble would increase by $0.8 million on an antaais, in the event interest rates were to
increase by one percentage point.

Based on our debt obligations payable as of Mafgi2808, we estimated that interest expense rgl&tivariable rate debt obligations
payable would increase by $4.5 million on an anmaals, in the event interest rates were to inerbgne percentage point.
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Credit Risk
Certain Blackstone Funds and the Investee Fundsudject to certain inherent risks through therestments.

Our entities generally invest substantially altloéir excess cash in an open-end money marketéfodé money market demand
account, which are included in cash and cash ebnitea The money market fund invests primarily avgrnment and government agency
securities and other short-term, highly liquid instents with a low risk of loss. We continually ntonthe fund’s performance in order to
manage any risk associated with these investments.

Certain of our entities hold derivative instrumethiat contain an element of risk in the event thatcounterparties may be unable to
meet the terms of such agreements. We minimizeiskiexposure by limiting the counterparties withigh we enter into contracts to banks
and investment banks who meet established creditapital guidelines. We do not expect any courtgyto default on its obligations and
therefore do not expect to incur any loss due toterparty default.

ITEM 4T. CONTROLS AND PROCEDURES

We maintain “disclosure controls and procedures Siach term is defined in Rules 13a-15(e) and Bid)lunder the Securities
Exchange Act of 1934 (the “Exchange Act”), that designed to ensure that information required tdibelosed by us in reports that we file
or submit under the Exchange Act is recorded, ms®@, summarized and reported within the time pgerépecified in Securities and
Exchange Commission rules and forms, and that siicimation is accumulated and communicated torsanagement, including our Chief
Executive Officer and Chief Financial Officer, gmpeopriate, to allow timely decisions regardinguiegd disclosure. In designing disclosure
controls and procedures, our management necesgaslyequired to apply its judgment in evaluatimg ¢ost-benefit relationship of possible
disclosure controls and procedures. The desigmypf&closure controls and procedures also is bispdrt upon certain assumptions about
the likelihood of future events, and there can dassurance that any design will succeed in aalgeits stated goals under all potential fut
conditions.

Our management, including our Chief Executive @ifiand Chief Financial Officer, evaluated the eff@mess of our disclosure
controls and procedures pursuant to Rule 13a-1Bntheé Exchange Act as of the end of the periog @V by this report. Based on that
evaluation, our Chief Executive Officer and Chi@fancial Officer have concluded that, as of the ehtthe period covered by this report, our
disclosure controls and procedures (as definediie B3a-15(e) under the Exchange Act) are effed¢tvensure that information we are
required to disclose in reports that we file orreithunder the Exchange Act is recorded, processadmarized and reported within the time
periods specified in Securities and Exchange Cosionigules and forms, and that such informaticacisumulated and communicated to our
management, including our Chief Executive Officed £hief Financial Officer, as appropriate, to allimely decisions regarding required
disclosure.

No changes in our internal control over financegarting (as such term is defined in Rules 13a}HE5(@ 15d—15(f) under the Securities
Exchange Act) occurred during our most recent guatthat has materially affected, or is reasonékdly to materially affect, our internal
control over financial reporting.
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PART Il OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

We may from time to time be involved in litigatiamd claims incidental to the conduct of our busn&ur businesses are also subject
to extensive regulation, which may result in retpra proceedings against us. See “Item 1A. Riskdtatin our annual report on Form KO-
We are not currently subject to any pending judli@dministrative or arbitration proceedings that e@xpect to have a material impact on our
condensed consolidated financial statements.

In December 2007, a purported class of shareholdgrsblic companies acquired by one or more peiejuity firms filed a lawsuit
against sixteen private equity firms and investniimks, including The Blackstone Group L.P., inlthréted States District Court in
Massachusetts. The suit alleges that from mid-2@G8ndants have violated antitrust laws by allegedhspiring to rig bids, restrict the
supply of private equity financing, fix the pricies target companies at artificially low levels,dadivide up an alleged market for private
equity services for leveraged buyouts. The compkaeks injunctive relief on behalf of all persevi® sold securities to any of the
defendants in leveraged buyout transactions. Thended complaint also includes five purported sass#s of plaintiffs seeking damages
and/or restitution and comprised of shareholdefsrefcompanies.

In May 2007, Aladdin Solutions, Inc. (“Aladdin”)naacquisition vehicle set up by Blackstone Cagt@itners V (“BCP”), entered into a
merger agreement with Alliance Data Systems Cotjmorgd“ADS”) providing for BCP’s acquisition of AD&he “Merger Agreement”).
Among the preconditions to the closing of this s@etion was receipt of the required approval byQffece of the Comptroller of the
Currency (the “OCC") of the change in control ofimportant subsidiary of ADS, a credit card barie(tBank”). The Merger Agreement
obligated Aladdin to use its “reasonable best &fdio obtain OCC approval. Aladdin made extensifferts to secure that approval, but as a
condition to providing its approval, the OCC insisbn various demands that in BCP’s opinion woeldraterially harmful to BCP’s
investment in ADS. Therefore, in April, 2008 Aladdixercised its right to terminate the Merger Agreat due to the failure to obtain the
required OCC approval. ADS filed an action agaBGP claiming that Aladdin failed to use its readuadest efforts to obtain OCC appro
and therefore breached the provisions of the Mefgeeement and is seeking to collect a $170 milbasiness interruption fee which was
payable to ADS by Aladdin (and guaranteed by BERJaddin breaches its obligations under the Meygreement. (Under the terms of
BCP'’s limited partnership agreement, Blackstoneld/oltimately bear approximately 50% of any paymeaide in respect of such business
interruption fee.) In January 2009 a Delaware Chan€ourt judge granted Blackstone’s motion to désmDS’s complaint in its entirety.
ADS is appealing that decision to the Supreme Caiultelaware.

In April and May 2008, five substantially identicamplaints were brought in the United States Ris€ourt for the Southern District
of New York and a sixth complaint was brought ia torthern District of Texas against Blackstone smihe of its executive officers. These
suits, which purport to be class actions on bebighfurchasers of common units in Blackstone’s 2e2007 initial public offering, were
subsequently consolidated into one suit in the ISt District of New York. In October 2008, a colidated and amended complaint was
filed naming as defendants Blackstone, StephercAw&rzman (Blackstone’s Chairman and Chief Exeeudificer), Peter G. Peterson
(Blackstone’s former Senior Chairman), HamiltonJ&mes (Blackstone’s President and Chief Operatffiged) and Michael A. Puglisi
(Blackstone’s Chief Financial Officer at the timfettoe IPO). The amended complaint alleges thath@)PO prospectus was false and
misleading for failing to disclose that (a) certaimestments made by Blackstone’s private equitgéuwere performing poorly at the time of
the IPO and were materially impaired and (b) praothe IPO the U.S. real estate market had stéotedteriorate, adversely affecting the
value of Blackstone’s real estate investments;(@hthe financial statements in the IPO prospewaieiee materially inaccurate principally
because they overstated the value of the invessmeferred to in clause (1).

Blackstone believes that the foregoing suits atalyowithout merit and intends to defend them viygsly.
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ITEM 1A. RISK FACTORS

For a discussion of our potential risks and unoatits, see the information under the heading “Fiaktors” in our annual report on
Form 10-K for the year ended December 31, 2008¢hvisi accessible on the Securities and Exchangen@gsion’s website at www.sec.gov.

See Part I. Item 2. “Management’s Discussion andlysis of Financial Condition and Results of Opersg — Business Environment”
in this report for a discussion of the conditiondhie financial markets and economic conditionsdiiiig our businesses. This discussion
updates, and should be read together with, thefaighkr entitled “Difficult market conditions canlersely affect our business in many ways,
including by reducing the value or performancehaf investments made by our investment funds, redubie ability of our investment funds
to raise or deploy capital and reducing the volafhe transactions involving our financial advisbusiness, each of which could materially
reduce our revenue and cash flows and adversealgtadtir financial condition” in our annual report Borm 10-K for the year ended
December 31, 2008.

The risks described in our Form 10-K are not thiy aisks facing us. Additional risks and uncertastnot currently known to us or that
we currently deem to be immaterial also may matgréalversely affect our business, financial coiditand/or operating results.

The New York State Attorney General recently lawtthn investigation into possible illegal conducsbme placement agents that
assisted certain alternative investment funds whewetained to manage investments for New YorteStapension funds. In respect of this
investigation, the State of New York recently bashttee use of all placement agents, lobbyists ahdrqiaid intermediaries in making
investments by the state’s pension funds. Theoilitegislature adopted a similar measure and gitreernment officials are considering
similar actions. Our fund placement business, PHitkGroup, provides extensive and needed servigéts client alternative investment fur
in connection with their marketing of investmemtgtieir funds to pension funds and other invesiarspntrast to the placement agents that
are being investigated by the New York Attorney &ahfor illegal conduct. But if other states weyémpose similar bans on their pension
funds dealing with all placement agents as New Y3ieke and lllinois have done (as opposed to djstirhing between placement agents
as Park Hill that provide extensive services taltsrnative investment fund clients and do notagyggin any inappropriate conduct of any
kind, and agents of the type found by the New Yattorney General to have engaged in illegal condurark Hill's business would be
materially and adversely affected.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

In January 2008, the Board of Directors authoribedrepurchase of up to $500 million of Blackstenenmon units and Blackstone
Holdings Partnership Units. Under this unit repas program, units may be repurchased in open triaakasactions, in privately negotiated
transactions or otherwise. The unit repurchaserprognay be suspended or discontinued at any timelaes not have a final specified date.
See “Item 2. Management’s Discussion and AnalysiEmancial Condition and Results of Operations +gulidity and Capital Resources —
Our Future Sources of Cash and Liquidity Needs'fdother information regarding this unit repurchasegram.
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The following table below sets forth informatiorgeeding repurchases of our common units duringytieter ended March 31, 2009.

Approximate Dollar

Total Total Number of Units Value of Units that
Number of Average Purchased as Part of May Yet Be Purchase(
Units Price Paid pet Publicly Announced Under the Program
Period Purchased Unit Plans or Programs (Dollars in Millions)
Jan. 1— Jan. 31, 200 — $ — — $ 369.¢
Feb. 1— Feb. 28, 200! — $ — — $ 369.¢
Mar. 1— Mar. 31, 200¢ 4,375,09: $ 6.17 4,375,09: $ 342.¢
4,375,009 4,375,009

As permitted by our policies and procedures goveriiansactions in our securities by our directexgcutive officers and other
employees, from time to time some of these persmmsestablish plans or arrangements complying Ritle 10b51 under the Exchange A
and similar plans and arrangements relating tacomrmon units and Holdings units.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
Not applicable.

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

ITEM 5. OTHER INFORMATION
None.
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ITEM 6. EXHIBITS

Exhibit

N)L(mlmler Exhibit Description

31.1 Certification of the Chief Executive Officer pursudo Rule 13-14(a).

31.2 Certification of the Chief Financial Officer pursuao Rule 13-14(a).

32.1 Certification of the Chief Executive Officer pursudo 18 U.S.C. Section 1350, as adopted pursoa®éttion 906 of the
Sarbane-Oxley Act of 2002 (furnished herewitt

32.2 Certification of the Chief Financial Officer pursudo 18 U.S.C. Section 1350, as adopted pursoaéttion 906 of the

Sarbane-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 Regyigthas duly caused this report to
be signed on its behalf by the undersigned, théoedmly authorized.

Date: May 8, 2009

68

The Blackstone Group L.P.
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its general partne
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Name: Laurence A. Tosi
Title: Chief Financial Officer




Exhibit 31.1
CHIEF EXECUTIVE OFFICER CERTIFICATION

I, Stephen A. Schwarzman, certify that:

1.
2.

| have reviewed this Quarterly Report on Forr-Q for the period ended March 31, 2009 of The Blauks Group L.P.

Based on my knowledge, this report does notatorny untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the Registrant as of, andlfi@ periods presented in this rep

The Registrant’s other certifying officer andré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the Registrant and han

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoies designed under our
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhseibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designed un
our supervision, to provide reasonable assuram@ding the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) Evaluated the effectiveness of the RegistsagiitSsclosure controls and procedures and preséntbds report our conclusions ab
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) Disclosed in this report any change in the Regig's internal control over financial reportirftat occurred during the Registrant’s

most recent fiscal quarter (the Registrant’s foguhrter in the case of an annual report) thantaterially affected, or is
reasonably likely to materially affect, the Redast’s internal control over financial reporting; &

The Registrant’s other certifying officer andave disclosed, based on our most recent evaluatimriernal control over financial
reporting, to the Registrant’s auditors and thetaxainmittee of the Registrastboard of directors (or persons performing thewedent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which are
reasonably likely to adversely affect the Regigd’s ability to record, process, summarize and refrmahcial 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: May 8, 2009

/s/ Stephen A. Schwarzman

Stephen A. Schwarzm:k

Chief Executive Officer

of Blackstone Group Management L.L




Exhibit 31.2
CHIEF FINANCIAL OFFICER CERTIFICATION

I, Laurence A. Tosi, certify that:

1.
2.

| have reviewed this Quarterly Report on Forr-Q for the period ended March 31, 2009 of The Blauks Group L.P.

Based on my knowledge, this report does notatorny untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the Registrant as of, andlfi@ periods presented in this rep

The Registrant’s other certifying officer andré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the Registrant and han

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoies designed under our
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhseibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designed un
our supervision, to provide reasonable assuram@ding the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) Evaluated the effectiveness of the RegistsagiitSsclosure controls and procedures and preséntbds report our conclusions ab
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) Disclosed in this report any change in the Regig's internal control over financial reportirftat occurred during the Registrant’s

most recent fiscal quarter (the Registrant’s foguhrter in the case of an annual report) thantaterially affected, or is
reasonably likely to materially affect, the Redast’s internal control over financial reporting; &

The Registrant’s other certifying officer andave disclosed, based on our most recent evaluatimriernal control over financial
reporting, to the Registrant’s auditors and thetaxainmittee of the Registrastboard of directors (or persons performing thewedent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which are
reasonably likely to adversely affect the Regigd’s ability to record, process, summarize and refrmahcial 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: May 8, 2009

/s/ Laurence A. Tosi

Laurence A. Tos

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 Sarban&3xley Act of 2002

In connection with the Quarterly Report of The Bistone Group L.P. (the “Partnership”) on Form 1@e@the period ended March 31,
2009 as filed with the Securities and Exchange Cmsion on the date hereof (the “Report”), |, StaphAe Schwarzman, Chief Executive
Officer of Blackstone Group Management L.L.C., ¢femeral partner of the Partnership, certify, punst@ 18 U.S.C. § 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2062, that, to my knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2) The information contained in the Report faphesents, in all material respects, the finan@alition and results of operations of the
Partnership

Date: May 8, 2009

/s/ 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 isheitg 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 Sarban&3xley Act of 2002

In connection with the Quarterly Report of The Bistone Group L.P. (the “Partnership”) on Form 1@eQthe period ended March 31,
2009 as filed with the Securities and Exchange Csion on the date hereof (the “Report”), |, Lawe\. Tosi, Chief Financial Officer of
Blackstone Group Management L.L.C., the generdahpainof the Partnership, certify, pursuant to 18.0. § 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, thvaty knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2) The information contained in the Report faphesents, in all material respects, the finan@alition and results of operations of the
Partnership

Date: May 8, 2009

/sl Laurence A. Tosi

Laurence A. Tos

Chief Financial Officer

of Blackstone Group Management L.L

* The foregoing certification is being furnishededg pursuant to 18 U.S.C. Section 1350 and isheitg filed as part of the Report or as a
separate disclosure docume



