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Act.
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Forward-Looking Statements

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

In this report, references to “Blackstone,” thertRarship”, “we,” “us” or “our” refer (1) prior téthe consummation of our reorganization
into a holding partnership structure in June 209described under “ltem 7. Management’s Discusai@hAnalysis of Financial Condition and
Results of Operations—Significant Transactions—anization”, to Blackstone Group, which comprisedain consolidated and combined
entities historically under the common ownershiga)four two founders, Mr. Stephen A. Schwarzmahn Peter G. Peterson, and our other
senior managing directors, (b) selected other iddais engaged in some of our businesses ands{@sidiary of American International
Group, Inc., to whom we refer collectively as oprédecessor owners” or “pre-IPO owneia;it (2) after our reorganization, to The Blacks
Group L.P. and its consolidated subsidiaries. Unthe context otherwise requires, references srdport to the ownership of our founders
other Blackstone personnel include the ownershipea$onal planning vehicles and family memberde$é individuals.

“Blackstone Funds,” “our funds” and “our investmémbds” refer to the private equity funds, reab¢stfunds, funds of hedge funds,
credit-oriented funds, CLOs, and closed-end mutwads that are managed by Blackstone. “Our camyg$t refer to the private equity funds,
real estate funds and certain of the credit-orfiteds (with multi-year drawdown, commitment-basédictures that only receive carry on the
realization of an investment) that are managed lagi&tone. “Our hedge fundséfer to our funds of hedge funds, certain of @ad estate de
investment funds and our other credit-oriented futhdit are managed by Blackstone.

“Assets under management” refers to the assetsamage. Our assets under management equals thef:sum o

(@) the fair value of the investments held by our céunds plus the capital that we are entitled td fcaim investors in those func
pursuant to the terms of their capital commitmeathose funds (plus the fair value of co-investteemranged by us that were
made by limited partners of our funds in portfammpanies of such funds and on which we receive de@ carried interest
allocation);

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

(c) the fair value of assets we manage pursuant toaehamanaged accounts; &

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

Our carry funds are commitment-based drawdown stred funds that do not permit investors to redéasir interests at their election.

Interests related to our funds of hedge funds a@nthin of our credit-oriented funds are generalllgject to annual, semi-annual or quarterly
withdrawal or redemption by investors upon
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advance written notice, with the majority of oundis requiring from 60 days up to 95 days’ noti@pehding on the fund and the liquidity
profile of the underlying assets. Investment adyisgreements related to separately managed accoayt generally be terminated by an
investor on 30 to 90 days’ notice.

“Fee-earning assets under management” refers tasets we manage on which we derive managemeimeertive fees. Our fee-
earning assets under management equal the sum of:

(a) for our Blackstone Capital Partners (“BCP”) @ldckstone Real Estate Partners (“BREP”) fundsrestiee investment period has
not expired, the amount of capital commitme

(b) for our BCP and BREP funds where the investmeribddras expired, the remaining amount of investgaital;
(c) for our real estate debt investment funds, the r@mgamount of invested capit:
(d) for our credi-oriented carry funds, the amount of invested chpithich may be calculated to include leveragehetrasset value

(e) the invested capital of co-investments arrarigeds that were made by limited partners of oad&iin portfolio companies of such
funds and on which we receive fe

(H the net asset value of our funds of hedge fundigdéunds and our clos-end mutual funds
(g) the fair value of assets we manage pursuant toaehamanaged accounts; &
(h) the gross amount of assets of our CLOs at

Our calculations of assets under management arelfiegng assets under management may differ frencdlculations of other asset
managers, and as a result this measure may naingatcable to similar measures presented by otlset asganagers. In addition, our calcula
of assets under management includes commitmerasdothe fair value of, invested capital in ourdarirom Blackstone and our personnel,
regardless of whether such commitments or investpital are subject to fees. Our definitions oktssinder management or feaming asse
under management are not based on any definitiass#ts under management or fee-earning assetsmadagement that is set forth in the
agreements governing the investment funds that amage.

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

4
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PART |
ITEM 1. BUSINESS
Overview

Blackstone is a leading manager of private capital provider of financial advisory services. We @me of the largest independent
managers of private capital in the world, with &ssmder management of $98.2 billion as of DecerBhe2009. Our alternative asset
management businesses include the managementafeequity funds, real estate funds, funds of bddgds, credit-oriented funds,
collateralized loan obligation (“CLQO”) vehicles,m@ately managed accounts and publicly-traded dlesel mutual funds. We also provide a
wide range of financial advisory services, inclgloorporate and mergers and acquisitions, restingtand reorganization and fund placen
services.

We seek to deliver superior returns to investomsunfunds through a disciplined, value-orientegestment approach. Since we were
founded in 1985, we have cultivated strong relatiops with clients in our financial advisory buseewhere we endeavor to provide objective
and insightful solutions and advice that our ckecdn trust. We believe our scaled, diversifiedrimsses, coupled with our long track record of
investment performance, proven investment appraadmstrong client relationships, position us totture to perform well in a variety of
market conditions, expand our assets under managend add complementary businesses. Our businkeases/ielded a significant positive
impact on society through, for example, increaresmployment, additional capital investment an@aesh and development expense by our
portfolio companies, increased tax revenue to fdderd local governments and returns to our limitadners. Two of our primary limited
partner constituencies are corporate and publisiparfunds. As a result, to the extent our fund$ogpe well it supports a better retirement for
thousands of pensioners.

During 2009 many of the strategies and initiatimeshave formulated to enhance our asset managemeriinancial advisory businesses
proved successful.

* We believe our attention to building a stable, difeed business was substantiated with the readiph A+/F1 rating with stabl
outlook from Fitch Ratings and an A rating withtdeaoutlook from Standard & Pc¢'s.

* In an uncertain year for financing, we issued $60ion 10-year 6.625% notes in the third quarte2009, the proceeds of which
we expect to utilize to further our growth strate

« In a very difficult fund-raising environment for maasset managers, we were able to grow fee-eaassgfs in our investment
funds by over 5% during 2009 by continuing to geteattractive risk-adjusted returns in our investtrfunds and by entering
complementary businesses. For example, we havedraiger $1.0 billion for our real-estate debt inent funds, an investment
business we first entered in 20!

* The continued focus of our funds of hedge fundsnass on the key tenets of its investment appreach as diversification, risk
management, due diligence and a focus on downsaleqgtion, contributed to that business becomirgehding global institution
funds of hedge funds investment manager with $Biflidn in assets under manageme

*  Our integration of GSO Capital Partners LP (“GS@/hich we purchased in 2008, has produced whatelieve is one of the
dominant credit investment platforms in the industday with $24.2 billion in assets under managen

» Our continued focus on growing our internationakficial advisory practice resulted in an adviseant with global capabilities a
international recognition, evidenced by major adssassignments in Europe and A

» The efforts of the operations management groupirPoivate Equity business, which seeks to crepggational improvements
our investments in a multitude of ways, enabledpmurtfolio companies to successfully weather theuliuous economic downturn
and even grow and create value which, we belieseonly benefits the investors in our investmemtdsi but contributes to
economic growth and productivit
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Moreover, we continue to devise and implementetjias to strengthen and grow our asset managemefinancial advisory business
For instance, we recently enhanced our presengsitnwith the opening of an office in Shanghaidqtomplement our existing offices in
Beijing, Hong Kong, Mumbai and Tokyo). In addition,2009 we formalized a partnership with the Pugavernment of Shanghai to raise
and manage a Renminbi-denominated fund focusedvasiments in China.

As of December 31, 2009, we had 98 senior manatjimegtors and employed approximately 490 othershwent and advisory
professionals at our headquarters in New York amcéfices in Atlanta, Beijing, Boston, Chicago,|da, Hong Kong, Houston, London, Los
Angeles, Menlo Park, Mumbai, Paris, San FranciSt@nghai and Tokyo. We believe that the depth asadth of the intellectual capital and
experience of our professionals are key reasonswehlyave generated excellent returns while manadpmgnside risk over many years for the
investors in our funds. This track record in tues fallowed us to successfully and repeatedly eadsi@ional assets from an increasingly wide
variety of sophisticated investors.

Business Segments

Our four business segments are: (1) Private Eq{#)yReal Estate, (3) Credit and Marketable Altéxes, which comprises our
management of funds of hedge funds, credit-oriefurds and separately managed accounts, CLOs aiidipttraded closed-end mutual
funds, and (4) Financial Advisory, which comprises corporate and mergers and acquisitions advisemyices, restructuring and
reorganization advisory services and Park Hill Grauhich provides fund placement services for aléve investment funds. The Credit and
Marketable Alternatives segment was formerly kn@srMarketable Alternative Asset Management ancdbbaga renamed to better reflect the
product mix in this segment. This does not refeechange to the underlying businesses or how treeyeflected in Blackstone’s results of
operation.

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

Private Equity Segmer

Our Private Equity segment, established in 198&,gfobal business with 107 investment professgaatl offices in New York, London,
Menlo Park, Mumbai, Hong Kong, Beijing and Shangkéé are a world leader in private equity investingving managed five general priv
equity funds as well as one specialized fund fowusin communications-related investments. In aaltitive are in the process of raising our
seventh private equity fund and are seeking todawomplementary investment funds to separatefjetanvestments in each of the
infrastructure and clean technology asset claggem an operation focused in our early years osw@omating leveraged buyout acquisitions
of U.S.-based companies, we have grown into a basipursuing transactions throughout the worldexeduting not only typical leveraged
buyout acquisitions of seasoned companies butteasactions involving growth equity or start-ugsimesses in established industries,
minority investments, corporate partnerships, dssted debt, structured securities and industryotidasions, in all cases in strictly friendly
transactions. Our Private Equity segment’s multirelisional investment approach is guided by seeeralinvestment principles: corporate
partnerships, sector expertise, a contrarian leias, (nvesting in out-of-favor / under-appreciaitgdustries), global scope, distressed securities
investing, significant number of exclusive oppoitigs, superior financing expertise, operationsrsiggt and a strong focus on value creation.
Our existing Private Equity funds, which we referass the Blackstone Capital Partners (“BCP”) fummtiggst primarily in control-oriented,
privately negotiated investments and generallyzatileverage in consummating the investments thalyemAs of December 31, 2009, our
Private Equity segment had $24.8 billion of assetder management, or 25.2% of our total assetsrundeagement. For more information
concerning the revenues and fees we derive fronfPduate Equity segment, see “—Incentive Arrangetsiéfree Structure” in this Item 1.

6
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Real Estate Segmel

We are a world leader in real estate investing aittassortment of real estate funds that are dfiieetgeographically and across a var
of sectors. We launched our first real estate farftB94 and have managed six opportunistic reates$tinds, two internationally focused real
estate funds, a European focused real estate fuhd aumber of real estate debt-investment fundsréal estate funds, which we refer to as
the Blackstone Real Estate Partners (“BRERMHS, have made significant investments in lodgmgjor urban office buildings and a variety
real estate operating companies. The BREP fundsstrprimarily in control-oriented, privately negud real estate investments and generally
utilize leverage in consummating the investmengy tinake. In addition, our debt-investment fundgetinon-controlling real estate debt-
related investment opportunities in the public arilate markets, primarily in the United States &uwlope. The Real Estate segment is
comprised of 69 investment professionals with eitn New York, Chicago, London, Paris, Mumbai, ffmkand Hong Kong. Our Real Estate
segment’s investing approach is guided by severa investment principles, many of which are simitaour Private Equity segment,
including global scope, significant number of exthe opportunities, superior financing expertigggrations oversight and a strong focus on
value creation. As of December 31, 2009, our Retdté segment had $20.4 billion of assets undeagenent, or 20.8% of our total assets
under management. For more information concerriiegévenues and fees we derive from our Real Estgiment, see “—Incentive
Arrangements / Fee Structure” in this Item 1.

Credit and Marketable Alternatives Segment

Our Credit and Marketable Alternatives segment aigep our funds of hedge funds, credit-orientedifyiseparately managed accounts
and CLO vehicles and publicly-traded closed-endualufunds. As of December 31, 2009, our Credit siadketable Alternatives segment had
$53.0 billion of assets under management, or 5408t total assets under management. For morenigfion concerning the revenues and
fees we derive from our Credit and Marketable Alsgives segment, see “—Incentive Arrangements /Seegture” in this Item 1.

Funds of hedge fund®ur funds of hedge funds group, which we refaaddlackstone Alternative Asset Management or “BRAwas
organized in 1990 and manages a variety of fundedfe funds and separately managed accounts. Mgoskih our clients over the past 20
years, BAAM has developed into a leading managénstitutional funds of hedge funds with 80 investihprofessionals and offices in N
York, London and Hong Kong. BAAM'’s overall investmtghilosophy is to utilize leading non-traditiomavestment managers to achieve
attractive risk-adjusted returns with relativelwl@olatility and low correlation to traditional atsclasses. Diversification, risk management,
due diligence and a focus on downside protectierkay tenets of our approach. Although certain dgig managers that BAAM invests w
may utilize leverage in connection with the invesints those managers make in their respective wmdgtedge funds, BAAM does not utili
long-term leverage for the investments it makebh@underlying hedge funds. Our funds of hedge wmkration had $27.1 billion of assets
under management as of December 31, 2009.

Credit-oriented businesses / CLOSur crediteriented funds, CLO and separately managed accamat®hianaged by our subsidiary, C
Capital Partners (“GSQO"), which we acquired in Mag®08. GSO is a major participant in the leveragemhce markets with $24.2 billion of
assets under management as of December 31, 2008redit-oriented businesses have 73 investmerfiégsmnals and offices in New York,
London and Houston. The credit-oriented funds weamga or advise include senior credit-oriented fud@gressed debt funds, mezzanine
funds and general credit-oriented funds focusethereveraged finance marketplace. In addition, G&Dages a number of credit-oriented
separately managed accounts. Those funds or acchaw investment portfolios comprised of secuwisigread across the capital structure,
including senior debt, subordinated debt, prefestedk and common equity. GSO may utilize leveiagmnnection with the investments the
credit-oriented funds or separately managed aceauake. In addition, GSO manages 24 separate Chidlgs with total assets under
management of approximately $13.3 billion focusgcharily on senior secured debt issued by a divarseerse of non-investment grade
companies.
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Closed-End Mutual Fund#n 2005, we were appointed the investment managgadviser of two publicly-traded closed-end mutual
funds called The India Fund and The Asia Tigersd=dine India Fund, with $1.6 billion in assets uneg@nagement as of December 31, 2009,
trades on the New York Stock Exchange under thébsyfFN.” The India Fund’s investment objectivelisg-term capital appreciation
through investing primarily in the equity securstief Indian companies. The Asia Tigers Fund, wit6.8 million in assets under management
as of December 31, 2009, trades on the New YorgkIxchange under the symbol “GRR.” The Asia Tigeusd’s investment objective is
long-term capital appreciation through investingnarily in the equity securities of Asian companies

Financial Advisory Segment

Our Financial Advisory segment comprises our cafmand mergers and acquisitions advisory serviesgcturing and reorganization
advisory services and Park Hill Group, which pr@gdund placement services for alternative investriends. Our financial advisory
businesses are global businesses with 227 profedsiand offices in New York, Atlanta, Chicago, laa) Boston, Los Angeles, San Francisco,
Menlo Park, London, Paris, Hong Kong, Beijing arakyo.

Financial and Strategic Advisory Services (“Bladkst Advisory Partners L.P.”)Our financial and strategic advisory business,
“Blackstone Advisory Partners L.P.,” has been atependent provider of creative solutions in compaled critical financial advisory
assignments for over 24 years. We focus on a veidge of transaction execution capabilities witlpees to acquisitions, mergers, joint
ventures, minority investments, asset swaps, divuess, takeover defenses, corporate finance agyipovate placements and distressed sales
with offices in New York, London, Hong Kong, AtlantBoston, Menlo Park, Paris and Beijing. Receents include Aluminum Corporation
of China, American International Group, Inc. (“AllzFlextronics International LTD., Genworth Finaalcinc., Kraft Foods, Pennsylvania
Insurance Commission, The Procter & Gamble CompBablicis Groupe S.A., Reuters Group PLC, Suez 8. Xerox Corporation. The
success of Blackstone Advisory Partners L.P. hawdted from a highly experienced team focused arcote principles, including protecting
client confidentiality, prioritizing our client'siterests, avoidance of conflicts and senior-lettelgion. The 21 senior managing directors in
Blackstone Advisory Partners L.P. have an averd@® gears of experience in providing corporatafice and mergers and acquisitions
advice.

Restructuring and Reorganization Advisory Servid@sr restructuring and reorganization advisoryrapen is one of the leading
advisers to companies and creditors in restruaysrand bankruptcies with offices in New York andhtlon. Our restructuring and
reorganization advisory clients include compangesditors, corporate parents, hedge funds, findsp@ansors and acquirers of troubled
companies. This operation is particularly activéairge, complex and high-profile bankruptcies agstnucturings, where we have advised
clients in both out-of-court restructurings and tiea 11 reorganizations as well as provided geraehaice. Some of the recent clients that we
have advised include AIG, Allied Capital, Americarle & Manufacturing, BAA, Delta Air Lines, Ford Mor Company, MBIA, Nortek,
SemGroup, Thule and W.R. Grace. Senior-level attenglobal emphasis and the ability to facilitatempt resolutions are critical ingredients
in our restructuring and reorganization advisorgrapch. We have one of the most seasoned and erped restructuring and reorganization
advisory operations in the financial services indysvorking on a significant share of all majostreicturing assignments. Our seven senior
managing directors in this area have an averagé gears of experience in restructuring assignmamtisemploy the skills we feel are crucial
to successful restructuring assignments.

Park Hill Group. Park Hill Group provides fund placement servifierivate equity funds, real estate funds, vemtapital funds and
hedge funds. Park Hill Group primarily providesqament services to unrelated third-party sponsfueds. It also assists us in raising capital
for our own investment funds from time to time amwdviding insights into new alternative asset padwand trends. Park Hill Group and our
investment funds each benefit from the othersti@hahips with both limited partners and other fapdnsors.

8
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Financial and Other Information by Segment

Financial and other information by segment forybars ended December 31, 2009, 2008 and 2007 fisrdein Note 19. “Segment
Reporting” in the “Notes to the Consolidated andrmBmed Financial Statements” in “Part Il. Iltem &dncial Statements and Supplementary
Data” of this filing.

Investment Process and Risk Management

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

Private Equity Funds

Our Private Equity investment professionals argaasible for selecting, evaluating, structurindiggincing, negotiating, executing,
managing and exiting investments, as well as pogsaperational improvements and value creatiorerAdh initial selection, evaluation and
diligence process, the relevant team of investrpesfessionals (i.e., the deal team) will preseptaposed transaction at a weekly review
committee meeting comprised of the senior manadiregtors of our Private Equity segment, a numlfevttom participate in each weekly
meeting. Review committee meetings are co-chaiyeoln President and Chief Operating Officer, HaomlE. James, and senior managing
director, Garrett M. Moran. After discussing thentamplated transaction with the deal team, theekeviommittee decides whether to give its
preliminary approval to the deal team to contirhegelection, evaluation, diligence and negotigpimtess and provides guidance on strategy,
process and other pertinent considerations.

Once a proposed transaction has reached a moraailatage, it undergoes a detailed interim religthe review committee of our
private equity funds. Following assimilation of tteview committee’s input and its decision to pextevith a proposed transaction, the
proposed investment is vetted by the investmentnaitt®e. The investment committee of our privateiggunds is composed of certain
members of our senior management, including Steph&chwarzman and Hamilton E. James, and the serdaaaging directors of our Privi
Equity segment. The investment committee is respnfor approving all investment decisions madédehalf of our private equity funds.
Both the review committee and the investment cotemiprocesses involve a consensus approach taategiaking among committee
members.

The investment professionals of our private eqfuityds are responsible for monitoring an investnoene it is made and for making
recommendations with respect to exiting an inveatma addition to members of a deal team and outf@io operations group, which is
responsible for monitoring and assisting in enhaggiortfolio companies’ operations and value, alif@ssionals in the Private Equity segment
meet several times each year to review the perfocemaf the funds’ portfolio companies.

Real Estate Fund:

Our real estate operation has an investment coersitmilar to that described under “—Private Eq&ityds."The real estate investme
committee, which includes Stephen A. Schwarzmamili@n E. James and the senior managing directotisd Real Estate segment,
scrutinizes potential transactions, provides guidaend instructions at the appropriate stage df #aosaction and approves the making and
disposition of each BREP fund investment. In additthe committee approves significant illiquid éstments by the real estate debt funds.

The investment professionals of our real estatdSare responsible for monitoring an investmenedhis made and for making
recommendations with respect to exiting an investirla addition to members of a deal team and ssetamanagement group responsible for
monitoring and assisting in enhancing portfolio pamies’ operations and value, senior professidndlse Real Estate segment meet several
times each year to review the performance of theguportfolio companies.

9
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Credit and Marketable Alternatives
Funds of Hedge Funds

Before deciding to invest in a new hedge fund,fands of hedge funds team conducts extensive digeuée, including an on-sitdront
office” review of the hedge fund’s performance,éatment terms, investment strategy and investrnasbpnel, a “back office” review of the
hedge fund’s operations, processes, risk manageanerinternal controls, industry reference checidsalegal review of the fund investment
structures and legal documents. Once initial dligatice procedures are completed and the investprefdssionals are satisfied with the
results of the review, the team will present theeptial hedge fund investment to the investmentrodtee of our funds of hedge funds
operation. The investment committee is comprisetth@senior managing directors on the investmemhtand other senior investment
personnel. This committee meets formally at leaseca month to review, and potentially approveesiment and divestment suggestions. If
the investment committee approves a potential h&gdgkinvestment, the executive committee of omdiiof hedge funds operation, chaired
by Blackstone Vice Chairman J. Tomilson Hill, witlake the ultimate decision to approve an investrdeaision. Members of our funds of
hedge funds team monitor and review existing hédge investments at least weekly. AdditionallyTdmilson Hill and other senior members
of our funds of hedge funds teams meet weekly ®tdphen A. Schwarzman and Hamilton E. James totoramd review our funds of hedge
funds.

Credit-Oriented Funds and CLOs

Each of our credit-oriented funds has an investmenimittee similar to that described under “—PmévEquity Funds.” The investment
committees for the credit-oriented funds, each bitlvincludes Bennett J. Goodman, J. Albert Sniltarid Douglas I. Ostrover and senior
members of the respective investment teams asedaidth each fund, review potential transactiomsyjae input regarding the scope of due
diligence and approve recommended investments iaspdgitions. These investment committees have deddgeertain abilities to approve
investments and dispositions to credit committe#Bimeach operation which consist of the seniombers of the respective investment teams
associated with each fund. In addition, senior mensilbf GSO, including Bennett J. Goodman, J. AlBenith 11l and Douglas I. Ostrover,
meet weekly with Stephen A. Schwarzman and HamBodames to discuss investment and risk manageangvities and market conditions.

The CLO Investment Committee, which is composethefgroup’s Senior Managing Directors and Manadjirgctors, approves all
assets prior to the initial investment by any ClnGiuch asset. The CLO investment team is staffe®Bljyrofessionals, organized across areas
of research, portfolio management, trading, andtakfermation to ensure active management of iwfglios and to afford focus on all
aspects of our CLOs. Investment decisions follow@m@sensus based approach and require unanimoussappf the Investment Committee.
Industry focused research analysts provide the dtesrwith a formal and comprehensive review of aaw investment recommendation,
while our portfolio managers and trading profesalsmprovide opinions on other technical aspecta®fecommendation. Once approved,
investments are subject to predetermined perialiews to assess their continued fit within thedurOur research team constantly monitors
the operating performance of the underlying issughile portfolio managers, in concert with ourdeas, focus on optimizing asset composi
to maximize value for CLO investors.

Structure and Operation of Our Investment Funds

We conduct the sponsorship and management of oy fceads and other similar vehicles primarily thgh a partnership structure in
which limited partnerships organized by us acceptmitments and/or funds for investment from insiitoal investors and (to a limited exte
high net worth individuals. Such commitments areggally drawn down from investors on an as needeaiktlio fund investments over a
specified term. All of our private equity and reatate funds are commitment structured funds, éXoepwo of our real estate debt funds
which are structured like hedge funds where athefcommitted capital is funded on
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or promptly after the investor’'s subscription datel cash proceeds resulting from the dispositianwastments can be reused indefinitely for
further investment, subject to certain investothdiaiwal rights. Our credit-oriented funds may begotment structured funds or hedge funds
where the investor’s capital is fully funded intetfund upon or soon after the subscription fagriests in the fund. Most of our funds of hedge
funds are structured as funds where the investap#al is fully funded into the fund upon the stiiigtion for interests in the fund. Our
investment funds are generally organized as limpadnerships with respect to U.S. domiciled vedsand limited liability (and other similar)
companies with respect to non-U.S. domiciled vesicln the case of our separately managed accdhativestor, rather than us, generally
controls the investment vehicle that holds or hegady of the investments we advise the vehiclaake.

Our investment funds and separately managed accammigenerally advised by a Blackstone entityisgras investment adviser whick
registered under the U.S. Investment Advisers Adt9d0, or “Advisers Act.” Substantially all of tiresponsibility for the day-to-day
operations of each investment fund or accountgally delegated to the investment funds’ respecitivestment advisers pursuant to an
investment advisory (or similar) agreement. Gemgrtie material terms of our investment advisagyegments relate to the scope of services
to be rendered by the investment adviser to thécglybe investment funds, the calculation of mamaget fees to be borne by investors in our
investment funds, the calculation of and the maamnerextent to which other fees received by thestment adviser from fund portfolio
companies serve to offset or reduce the managefieenpayable by investors in our investment fumdkcertain rights of termination with
respect to our investment advisory agreementsaleigscussion of the management fees to which em@siment advisers are entitled across our
various types of investment funds, please see “estiee Arrangements / Fee Structure” below. Thegtment funds themselves do not
generally register as investment companies un@ettB. Investment Company Act of 1940, or “1940,Aict reliance on Section 3(c)(7) or
Section 7(d) thereof or, typically in the casewfds formed prior to 1997, Section 3(c)(1) ther&afction 3(c)(7) of the 1940 Act exempts fi
its registration requirements investment fundsateily placed in the United States whose secumtieowned exclusively by persons who, at
the time of acquisition of such securities, aredlified purchasers” as defined under the 1940 8ettion 3(c)(1) of the 1940 Act excepts from
its registration requirements privately placed stugent funds whose securities are beneficially almenot more than 100 persons. In
addition, under current interpretations of the SE€gtion 7(d) of the 1940 Act exempts from regtgiraany non-U.S. investment fund all of
whose outstanding securities are beneficially owaidter by non-U.S. residents or by U.S. residérasare qualified purchasers.

In some cases, one or more of our investment advétvises funds registered under the 1940 Actekample, one of our investment
advisers advises the two publicly-traded closed+antlal funds, The India Fund and The Asia Tigamd: In addition, GSO serves as an
investment sub-adviser to a registered investmgvisar which manages a closed-end investment coyngalied FS Investment Corporation,
which is registered as a business development coynpader the 1940 Act.

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

The investment adviser of each of our carry funeisegally receives an annual management fee thgésamom 1.0% to 2.0% of the
investment fund’s capital commitments during theestment period and from 0.75% to 1.5% of investguital after the investment period,
except that the investment advisers to certairuoiceedit-oriented and real estate debt carry furdsive an annual management fee that
ranges from 1.0% to 1.5% of invested capital thimug the term of the fund. The investment adviserach of our credit-oriented and certain
of our real estate debt funds that are structukeda hedge fund generally receives an annual nesmenqt fee that ranges from 1.0% to 2.0% of
the fund’s net asset value and for general parwresgmilar entities a performandased allocation fee (or similar incentive fee)ada a rang
of 10% to 20% of the applicable fund’s net capdiibreciation per annum, subject to certain netdass/-forward provisions (known as a
“high water mark”). The investment adviser of ea€lour funds of hedge funds and separately manageaunts that invest in hedge funds is
generally entitled to a management fee with resfgeeich fund it manages ranging from 0.65% to lob%ssets under management per ar
plus, in some cases, an incentive fee generallyimgrfrom 5% to 10% of the applicable fund’s nepmgeiation per annum, subject to a
highwater mark and in some cases a preferred reflmninvestment adviser of each of our CLOs regeannual management fees typically
equal to 0.50% to 1.25% of each fund’s total assetsject to certain performance measures relatédtetunderlying assets the CLO owns, and
additional management fees which are incentivedébat is, subject to meeting certain return daje The investment adviser of our credit-
oriented separately managed accounts receives lamanagement fees typically equal to 0.35% to 0.®80%ach account’s invested capital or
net asset value. The investment adviser of eachioélosed-end mutual funds receives an annual geement fee that ranges from 0.75% to
1.1% depending on the amount of assets in thecgipd fund.

The management fees we receive from our carry faneipayable on a regular basis (typically quarten the contractually prescribed
amounts noted above over the life of the fund amdat depend on the investment performance ofuthd.fThe management fees we receive
from our hedge funds have similar characterisggsept that such funds often afford investors iaseel liquidity through annual, semi-annual
or quarterly withdrawal or redemption rights follimg the expiration of a specified period of timeemhcapital may not be withdrawn (typica
between one and three years) and the amount ofgearent fees to which the investment adviser igledtwith respect thereto will
proportionately increase as the net asset valeadi investos capital account grows and will proportionatelgrase as the net asset valu
each investor’s capital account decreases. The geament fees we receive from our separately managealints are generally paid on a
regular basis (typically quarterly) and may alteéiredy be based on invested capital or proportielyaincrease or decrease based on the net
asset value of the separately managed accourdacina@ase the management fees we are paid for nrmgnagieparately managed account will
generally be subject to contractual rights the éteehas to terminate our management of an acasuas short as 30 days’ prior notice.

The general partner or an affiliate of each of canry funds also receives carried interest fromitkestment fund. Carried interest
entitles the general partner (or an affiliate) foreferred allocation of income and gains frommdfurhe carried interest is typically structured
as a net profits interest in the applicable fundthie case of our carry funds, carried interesalsulated on a “realized gain” basis, and each
general partner is generally entitled to a cariigerest equal to 20% of the net realized incontegains (generally taking into account
unrealized losses) generated by such fund, exbapthe general partners (or affiliates) of certdiour credit-oriented and real estate debt
funds are entitled to a carried interest that rarfgem 10% to 15% depending on the specific funet Ndalized income or loss is not netted
between or among funds. For most carry funds, éineed interest is subject to an annual preferiradéd partner return ranging from 7.0% to
10.0%, subject to a catch-up allocation to the garmartner. If, at the end of the life of a cafupd or earlier with respect to our real estate
funds, as a result of diminished performance @frlatvestments in a carry furglife, the carry fund has not achieved investmeturns that (i
most cases) exceed the preferred return threshdld all cases) the general partner receives aeex of 20% (10% or 15% in the case of
certain of our credit-oriented and real estate dahty funds) of the fund’s net profits over thie lof the fund, we will be obligated to repay an
amount equal
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to the carried interest that was previously distigll to us that exceeds the amounts to which waltmeately entitled. This obligation is knov

as a “clawback” obligation and is an obligatioraofy person who directly received such carried @ggrincluding us and our employees who
participate in our carried interest plans. Althowagportion of any distributions by us to our unlthers may include any carried interest rece

by us, we do not intend to seek fulfillment of asdgwback obligation by seeking to have our uniteasdreturn any portion of such distributic
attributable to carried interest associated with @awback obligation. The clawback obligation agies with respect to a given carry fund’s
own net investment performance only and performéees of other funds are not netted for determitiig) contingent obligation. Moreover,
although a clawback obligation is several, the gowg agreements of most of our funds provide thahe extent another recipient of carried
interest (such as a current or former employee$ dot¢ fund his or her respective share, then weoan@mployees who participate in such
carried interest plans may have to fund additiamabunts (generally up to an additional 50%) beywhédt we actually received in carried
interest, although we will retain the right to pugsany remedies that we have under such govergiggments against those carried interest
recipients who fail to fund their obligations. Désghe fact that since the inception of the furttle,general partners have not been required to
make a cash clawback payment, we have recordedtggent repayment obligation equal to the amolat tvould be due on December 31,
2009, if the various carry funds were liquidatedhair current carrying value. Our ability to gester carried interest is an important element of
our business and carried interest has historieafounted for a very significant portion of ouranee.

For additional information concerning the clawbatiigations we could face, see “—Item 1A. Risk Bast We may not have sufficient
cash to pay back ‘clawback’ obligations if and witleey are triggered under the governing agreemeittisour investors.”

Many of our investment advisors receive customaesf(e.g., acquisition fees or origination fees) upon conswation of many of the
funds’ transactions, receive monitoring fees froangnof the funds’ portfolio companies for continwsVice from the investment adviser, and
may from time to time receive disposition and otfeers in connection with their activities. The aesgiion fees which they receive are gener
calculated as a percentage (that generally carerapgo 1%) of the total enterprise value of thguéred entity. Most of our carry funds are
required to reduce the management fees chargéeitdimited partner investors by 50% to 100% oftstransaction fees and certain other -
that they receive.

Capital Invested In and Alongside Our Investment Fuds

To further align our interests with those of inwestin our investment funds, we have investeditingd capital and that of our personnel
in the investment funds we sponsor and manage nMim general partner capital commitments to ourstment funds are determined
separately with respect to our investment funds gederally, are less than 5% of the assets opartjcular fund. See “Item 7. Management'’s
Discussion and Analysis of Financial Condition &ebults of Operations—Our Sources of Cash and tlityuNeeds” for more information
regarding our minimum general partner capital cotnrents to our funds. We determine whether to makesgal partner capital commitments
to our funds in excess of the minimum required céiments based on a variety of factors, includintestes regarding liquidity over the
estimated time period during which commitments Wélfunded, estimates regarding the amounts ofatdpat may be appropriate for other
opportunities or other funds we may be in the psea# raising or are considering raising, prevgilimdustry standards with respect to sponsor
commitments and our general working capital regnéets. In some cases, we require our senior magagiectors and other professionals to
fund a portion of the general partner capital cotnrants to our funds. In other cases, we may frome tio time on an annual basis offer to our
senior managing directors and employees a pahteoféneral parther commitments to our investmamdduOur general partner capital
commitments are funded with cash and not with edriiterest or deferral of management fees.

Investors in many of our funds also receive theoopmity to make additional “co-investments” withetinvestment funds. Our senior
managing directors and employees, as well as Blackstself, also have the
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opportunity to make co-investments, which we rédeas “side-by-side investments,” with many of oarry funds. Co-investments and side-
by-side investments are investments in portfolimpanies or other assets on the same terms andioosdis those acquired by the applicable
fund. Co-investments refer to investments arrarigeds that are made by our limited partner invessand other investors in some instances)
in a portfolio company or other assets alongsideaestment fund. In certain cases, limited partneestors may pay additional management
fees or carried interest in connection with suclinsestments. Side-by-side investments are sindlao-investments but are made by senior
managing directors, employees and certain affgiafeBlackstone pursuant to a binding electionjexttio certain limitations, submitted in
January of each year for the estimated activitynguthe ensuing 12 months under which those peramnpermitted to make investments
alongside a particular carry fund in all transacs$iof that fund for that year. Our side-by-sidecistiments are funded in cash and are not
generally subject to management fees or carrieuldst.

Competition

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

Asset ManagementWe face competition both in the pursuit of outsidvestors for our investment funds and in acggifhvestments in
attractive portfolio companies and making otheestments. Depending on the investment, we face ettiom primarily from sponsors
managing other private equity funds, specializegstment funds, hedge funds and other pools ofalapther financial institutions including
sovereign wealth funds, corporate buyers and gthdies. Many of these competitors in some of ausilesses are substantially larger and
have considerably greater financial, technical magketing resources than are available to us. 8egkthese competitors have recently rai
or are expected to raise, significant amounts pitaBand many of them have similar investment otdyes to us, which may create additional
competition for investment opportunities. Somehafste competitors may also have a lower cost ofalagid access to funding sources or ¢
resources that are not available to us, which megte competitive disadvantages for us with resfeeictvestment opportunities. In addition,
some of these competitors may have higher riskdobes, different risk assessments or lower re¢tussholds, which could allow them to
consider a wider variety of investments and torbae aggressively than us for investments that aetw make. Corporate buyers may be
able to achieve synergistic cost savings with dgan investment that may provide them with a petitive advantage in bidding for an
investment. Lastly, any increase in the allocatbamounts of capital to alternative investmerdtsigies by institutional and individual
investors could lead to a reduction in the size dundtion of pricing inefficiencies that many ofrdnvestment funds seek to exploit.

Financial Advisory. Our competitors are other advisory, investmenkbay and financial firms. Our primary competitémsour financial
advisory business are large financial institutionany of which have far greater financial and otlesources and much broader client
relationships than us and (unlike us) have thetaltd offer a wide range of products, from loadsposittaking and insurance to brokerage
a wide range of investment banking services, whiely enhance their competitive position. Our contpetialso have the ability to support
investment banking, including financial advisorywsees, with commercial banking, insurance and ofimancial services and products in an
effort to gain market share, which puts us at apetitive disadvantage and could result in pricingsgures that could materially adversely
affect our revenue and profitability. In the cuitrerarket environment, we are also seeing increasetpetition from independent boutique
advisory firms focused primarily on mergers andwsitjons and other strategic advisory and/or testiring services. In addition, Park Hill
Group operates in a highly competitive environnaard the barriers to entry into the fund placemesiress are low.

Competition is also intense, particularly from ipdadent boutique advisory firms, for the attractma retention of qualified employees.
Our ability to continue to compete effectively iardusinesses will depend upon our ability to attreew employees and retain and motivate
our existing employees.
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For additional information concerning the compeétrisks that we face, see “Item 1A. Risk Factordsk&®Related to Our Asset
Management Business—The asset management busrietanisely competitive” and “—Risks Related to Gimancial Advisory Business—
We face strong competition from other financial iadwy firms”.

Employees

As of December 31, 2009, we employed approximédte?95 people, including our 98 senior managingatines and approximately 490
other investment and advisory professionals. Weesto maintain a work environment that fostersf@gssionalism, excellence, integrity and
cooperation among our employees.

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

All of the investment advisers of our investmemnida operating in the U.S. are registered as invastiawdvisers with the SEC (other
investment advisers are registered in non-U.Ssdlictions). Registered investment advisers areestibj the requirements and regulations of
the Advisers Act. Such requirements relate to, agrather things, fiduciary duties to clients, mainiag an effective compliance program,
solicitation agreements, conflicts of interestorelkeeping and reporting requirements, disclosegeirements, limitations on agency cross and
principal transactions between an adviser and adyidients and general anti-fraud prohibitions.

Blackstone Advisory Partners L.P., a subsidiarguf through which we conduct our financial adwdousiness, is registered as a
broker-dealer with the SEC and is a member of Tihari€ial Industry Regulatory Authority, or “FINRA&nd is registered as a brold=aler ir
50 states, the District of Columbia, the Commontieaf Puerto Rico and the Virgin Islands. Park Idiloup LLC is registered as a broker-
dealer with the SEC and is a member of FINRA amegsstered as a broker-dealer in several statek.Hill Group Real Estate Group LLC is
also registered as a broker-dealer with the SEQsaadnember of FINRA and is registered as a broealer in several states. Our broker-
dealer entities are subject to regulation and agktdy the SEC. In addition, FINRA, a self-regolgt organization that is subject to oversight
by the SEC, adopts and enforces rules governingahduct, and examines the activities, of its manfibms, including our broker-dealer
entities. State securities regulators also havelatgry or oversight authority over our broker-aggantities.

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

Two of our subsidiaries, The Blackstone Group ma¢ional Ltd (“BGIL") and GSO Capital Partners Imtational LLP (“GSO
International”), are regulated by the U.K. Finah&8arvices Authority (“FSA™and are authorized investment managers in the tJKitegdom.
The U.K. Financial Services and Markets Act 2000)RSMA,” and rules promulgated thereunder govern all aspéasr investment busine
in the United Kingdom, including sales, researctt tiading practices, provision of investment adyicse and safekeeping of
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client funds and securities, regulatory capitatprd keeping, margin practices and procedurespappstandards for individuals, anti-money
laundering, periodic reporting and settlement pdoces. Pursuant to the FSMA, certain of our subsigs are subject to regulations
promulgated and administered by the U.K. Finar8@&lices Authority.

In addition, each of the closed-end mutual fundswamage is registered under the 1940 Act as adtlesed investment company. The
closed-end mutual funds and the entities that seswbe funds’ investment advisers are subjedted 940 Act and the rules thereunder, which
among other things regulate the relationship betveeregistered investment company and its investambriser and prohibit or severely rest
principal transactions and joint transactions.

The SEC and various self-regulatory organizatiansehn recent years increased their regulatoryities in respect of asset management
firms.

Certain of our businesses are subject to compliaitelaws and regulations of U.S. federal andestgivernments, non-U.S.
governments (including, without limitation, Indizgpan and Hong Kong), their respective agencie®andrious self-regulatory organizations
or exchanges relating to, among other things, niagcef investment products, the privacy of cliexformation, and any failure to comply w
these regulations could expose us to liability andamage our reputation. Our businesses havetepda many years within a legal
framework that requires our being able to monitaat aomply with a broad range of legal and regujatievelopments that affect our activities.
However, additional legislation, changes in rulesnpulgated by selfegulatory organizations or changes in the integpien or enforcement «
existing laws and rules, either in the United $tateelsewhere, may directly affect our mode ofrapen and profitability.

Rigorous legal and compliance analysis of our leggas and investments is important to our cultaderisk management. In addition,
disclosure controls and procedures and internatalsnover financial reporting are documented eg@stnd assessed for design and operating
effectiveness in compliance with the U.S. Sarbadeley Act of 2002. We strive to maintain a cultwfecompliance through the use of policies
and procedures such as oversight compliance, afdemduct, compliance systems, communication aff@ance guidance and employee
education and training. Our enterprise risk managgrfunction further analyzes our business, investirand other key risks, reinforcing their
importance in our environment. We have a compliggroeip that monitors our compliance with all of tegulatory requirements to which we
are subject and manages our compliance policieparamdures. Our Chief Legal Officer supervisesammpliance group, which is respons
for addressing all regulatory and compliance mattieat affect our activities. Our compliance p@gand procedures address a variety of
regulatory and compliance risks such as the hagdifrmaterial non-public information, position refing, personal securities trading,
valuation of investments on a fund-specific bad@gsument retention, potential conflicts of interast the allocation of investment
opportunities.

Our compliance group also monitors the informabtiarriers that we maintain between each of our diffebusinesses. We believe that
our various businesses’ access to the intelle&ualledge and contacts and relationships that egbicbughout our firm benefits all of our
businesses. However, in order to maximize thatsscedthout compromising our compliance with thealegnd contractual obligations to wh
we are subject, our compliance group oversees amitons the communications between or among onr'idifferent businesses to facilitate
regulatory compliance.
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Available Information
The Blackstone Group L.P. is a Delaware limitednpenship that was formed on March 12, 2007.

We file annual, quarterly and current reports atieoinformation with the U.S. Securities and Exaym Commission (the “SEC"These
filings are available to the public over the Inttrat the SEC’s web site at http://www.sec.gov. Yfay also read and copy any document we
file at the SEC’s public reference room located@@ F Street, N.E., Washington, DC 20549. Pleat¢heaSEC at 1-800-SEG330 for furthe
information on the public reference room.

Our principal Internet address is www.blackstonewc@/e make available free of charge on or throughwhblackstone.com our annual
reports on Form 10-K, quarterly reports on FormQ@,Gzurrent reports on Form 8-K, and amendmentisdse reports, as soon as reasonably

practicable after we electronically file such matkwith, or furnish it to, the SEC. The contenfoar website are not, however, a part of this
report.
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ITEM 1A. RISK FACTORS
Risks Related to Our Business

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

Our business is materially affected by conditianthie global financial markets and economic coadgior events throughout the world
that are outside our control, including but notited to changes in interest rates, availabilitgm@dit, inflation rates, economic uncertainty,
changes in laws (including laws relating to taxa}jdrade barriers, commodity prices, currency exgfe rates and controls and national and
international political circumstances (includingrejaerrorist acts or security operations). Thestors may affect the level and volatility of
securities prices and the liquidity and the valtimeestments, and we may not be able to or mapshmot to manage our exposure to these
market conditions and/or other events. In the eséatmarket downturn each of our businesses doelldffected in different ways.

For example, the unprecedented turmoil in the dlbancial markets during 2008 which continuei2009 and provoked significant
volatility of securities prices, contraction in theailability of credit and the failure of a numlsdrcompanies, including leading financial
institutions, had a significant material adverdecetfon our investment businesses, particularlypsivate equity and real estate businesses. In
the face of wide-spread deteriorating market camomtt certain government bodies and central bardedwide, including the U.S. Treasury
Department and the U.S. Federal Reserve, undeuopiecedented intervention programs, the effectghidh remain uncertain. Many
economies around the world, including the U.S. eocoyy experienced and continue to experience sagrifideclines in employment,
household wealth, and lending. These events haviola significantly diminished availability of ali¢ and an increase in the cost of financing.
The lack of credit has materially hindered theiatibn of new, large-sized transactions for ouvaté equity and real estate segments and has
adversely impacted our operating results in reperibds. These events may place additional negptegsure on our operating results going
forward.

Our funds may be affected by reduced opportunitiesxit and realize value from their investmengs|dwer than expected returns on
investments made prior to the deterioration ofdteslit markets and by the fact that we may notldde & find suitable investments for the
funds to effectively deploy capital, which couldvadsely affect our ability to raise new funds. Dgriperiods of difficult market conditions or
slowdowns (which may be across one or more indesstdectors or geographies), our funds’ portfadimpanies may experience adverse
operating performance, decreased revenues, fildasses, difficulty in obtaining access to finamgiand increased funding costs. Negative
financial results in our investment funds’ portibiompanies may result in lower investment retfonsur investment funds, which could
materially and adversely affect our ability to eaisew funds as well as our operating results asd ffaw. To the extent the operating
performance of those portfolio companies (as welauation multiples) do not improve or other faitd companies experience adverse
operating performance, our investment funds maytlsete assets at values that are less than wegpedjor even a loss, thereby significantly
affecting those investment funds’ performance amsequently our operating results and cash flowirdgusuch periods of weakness, our
investment funds’ portfolio companies may also hdiféculty expanding their businesses and operetior meeting their debt service
obligations or other expenses as they become ddegding expenses payable to us. Furthermore, seghtive market conditions could
potentially result in a portfolio company enterimgnkruptcy proceedings, thereby potentially resglth a complete loss of the fund’s
investment in such portfolio company and a sigatifichegative impact to the investment fund’s penfamce and consequently our operating
results and cash flow, as well as to our reputatioaddition, negative market conditions wouldailscrease the risk of default with respect to
investments held by our investment funds that Isigeificant debt investments, such as our credérted funds. Although market conditions
have recently shown some signs of improvement,nee a
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unable to predict whether economic and market ¢mmdi may continue to improve. Even if such comdis do improve broadly and
significantly over the long term, adverse condii@md/or other events in particular sectors mageaur performance to suffer further.

Our operating performance may also be adversedctft by our fixed costs and other expenses anpoeibility that we would be
unable to scale back other costs within a time &aufficient to match any decreases in revenuéimgléo changes in market and economic
conditions. In order to reduce expenses in the ddeedifficult economic environment, we may needtit back or eliminate the use of certain
services or service providers, or terminate theleympent of a significant number of our personnelttlin each case, could be important to our
business and without which our operating resultdccbe adversely affected.

In addition, our financial advisory business camizerially affected by conditions in the globabeomy and various financial markets.
For example, revenues generated by our financiasary business are directly related to the voland value of the transactions in which we
are involved. During periods of unfavorable mareeconomic conditions, the volume and value ofgaes and acquisitions transactions may
decrease, thereby reducing the demand for ourdiabadvisory services and increasing price conipaetemong financial services companies
seeking such engagements.

Changes in the debt financing markets have negaljvienpacted the ability of our funds and their pdalio companies to obtain attractive
financing or re-financing for their investments and have increas#te cost of such financing if it is obtained, whiccould lead to lower-
yielding investments and potentially decreasing et income

Since the latter half of 2007, the markets for detztncing have contracted significantly, partielyan the area of acquisition financings
for private equity and real estate transactionsgé@ommercial and investment banks, which hawitioaally provided such financing, have
demanded higher rates, higher equity requiremenpgeg of private equity and real estate investsjanbre restrictive covenants and generally
more onerous terms in order to provide such finaghcnd in some cases are refusing to provide dingrfor acquisitions the type of which
would have been readily financed in earlier yebrshe event that our funds are unable to obtamrodgted debt financing for potential
acquisitions or can only obtain debt at an incrdasterest rate or on unfavorable terms, our fundg have difficulty completing otherwise
profitable acquisitions or may generate profits @ lower than would otherwise be the case, edahwhich could lead to a decrease in the
investment income earned by us. Any failure by &ado provide previously committed financing cégsoaxpose us to potential claims by
sellers of businesses which we may have contraotpdrchase. Similarly, our funds’ portfolio compesiregularly utilize the corporate debt
markets in order to obtain financing for their cgt@rns. To the extent that the current credit migrkave rendered such financing difficult to
obtain or more expensive, this may negatively inhplae operating performance of those portfolio canips and, therefore, the investment
returns on our funds. In addition, to the exteat the current markets make it difficult or impdmsito refinance debt that is maturing in the
near term, some of our portfolio companies mayeeble to repay such debt at maturity and may beetbto sell assets, undergo a
recapitalization or seek bankruptcy protection.

A decline in the pace or size of investment by puvate equity and real estate funds or an increasghe amount of transaction an
monitoring fees we share with our investors woulesult in our receiving less revenue from transactiand monitoring fees.

The transaction and monitoring fees that we eagrdéven in part by the pace at which our privateiy and real estate funds make
investments and the size of those investments.d&aline in that pace or the size of such investmertuld reduce our transaction and
monitoring fees. Many factors could cause suchddirdzin the pace of investment, including the ifigbof our investment professionals to
identify attractive investment opportunities, cotigen for such opportunities among other potergiedjuirers, decreased availability of capital
on attractive terms and our failure to consummdeatified investment opportunities because of legsnregulatory or legal complexities and
adverse developments in the U.S. or global econamfipancial markets.
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For example, the current limited financing optidaslarge private equity and real estate investseasulting from the credit market
dislocation, has significantly reduced the pace sind of investments by our private equity and esghte funds. In addition, we have
confronted and expect to continue to confront retgigom a variety of investors and groups représgiinvestors to increase the percentac
transaction and monitoring fees we share with puestors. To the extent we accommodate such reqjuiestould result in a decrease in the
amount of fee revenue we earn.

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

Our revenue, net income and cash flow are all gightiable. For example, our cash flow may fluctusignificantly due to the fact that
we receive carried interest from our carry fundly evhen investments are realized and achieve aicepteferred return. In addition,
transaction fees received by our carry funds aad feceived by our advisory business can varyfggnily from quarter to quarter. We may
also experience fluctuations in our results, intigdur revenue and net income, from quarter tatguaue to a number of other factors,
including changes in the values of our funds’ inrremnts, changes in the amount of distributionsiddivds or interest paid in respect of
investments, changes in our operating expensesgetiee to which we encounter competition and ggmeonomic and market conditions.
Such variability may lead to volatility in the tiad price of our common units and cause our regoita particular period not to be indicative
of our performance in a future period. It may biicilt for us to achieve steady growth in net ine@and cash flow on a quarterly basis, which
could in turn lead to large adverse movementsérptiice of our common units or increased volatilityyur common unit price generally.

The timing and receipt of carried interest genetdte our carry funds is uncertain and will conttéto the volatility of our results.
Carried interest depends on our carry funds’ peréorce and opportunities for realizing gains, whicy be limited. It takes a substantial
period of time to identify attractive investmentpgptunities, to raise all the funds needed to nakevestment and then to realize the cash
value (or other proceeds) of an investment thraughle, public offering, recapitalization or oteait. Even if an investment proves to be
profitable, it may be several years before anyitgrefin be realized in cash (or other proceeds)c&vaot predict when, or if, any realizatior
investments will occur. In addition, upon the reation of a profitable investment by any of ourgdunds and prior to us receiving any carl
interest in respect of that investment, 100% ofgfeeeeds of that investment must generally be fmaide investors in that carry fund until tt
have recovered certain fees and expenses and edhaesertain return on all realized investmentthlay carry fund as well as a recovery of any
unrealized losses. If we were to have a realizagignt in a particular quarter, it may have a figamt impact on our results for that particular
quarter which may not be replicated in subsequeattgrs. We recognize revenue on investments itneestment funds based on our
allocable share of realized and unrealized gainboéses) reported by such investment funds, atethne in realized or unrealized gains, or an
increase in realized or unrealized losses, wouleetly affect our revenue and possibly cash flehich could further increase the volatility
our quarterly results. Because our carry funds lpaegerred return thresholds to investors that riedse met prior to Blackstone receiving any
carried interest, substantial declines in the éagryalue of the investment portfolios of a cammd can significantly delay or eliminate any
carried interest distributions paid to us in respdchat fund since the value of the assets irftined would need to recover to their aggregate
cost basis plus the preferred return over timerieefiee would be entitled to receive any carriedrigdgefrom that fund. For this reason, due to
declines in the carrying values of their underlypagtfolio assets, our most recent private equitydfand real estate fund are not expected to
generate any carried interest in the near future.

With respect to most of our funds of hedge funds eedit-oriented and real estate debt funds stradtlike hedge funds, our incentive
income is paid annually or semi-annually, and theyng frequency of these payments will contribsi¢he volatility of our cash flow.
Furthermore, we earn this incentive income ontpé& net asset value of a fund has increased thiginase of certain funds, increased beyond &
particular return threshold. Certain of these fuald® have “high water marks” whereby we do nohéacentive income during
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a particular period even though the fund had pasiteturns in such period as a result of lossgsior periods. If one of these funds experiel
losses, we will not be able to earn incentive inedrom the fund until it surpasses the previous higiter mark. This occurred with respect to
many such funds in 2009 as a result of investnussds experienced in 2008. The incentive incomeame is therefore dependent on the net
asset value of the fund, which could lead to sigaift volatility in our results.

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

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

Adverse economic and market conditions may adversélect our liquidity position, which could advesy affect our business operations
the future.

We use cash to (1) provide capital to facilitate ¢inowth of our existing businesses, which pringypacludes funding our general
partner and co-investment commitments to our fu(@sprovide capital for business expansion; (3) gaerating expenses and other
obligations as they arise; (4) fund capital expends; (5) repay debt; (6) pay income taxes; apdn@ke distributions to our unitholders and
the holders of Blackstone Holdings Partnership &Jnit addition to the cash we received in connaactigh our IPO and our $600 million debt
offering in August 2009, our principal sources a$b are: (1) Net Fee Related Earnings from Op&isiti@) Realized Performance Fees and
Allocations net of related profit sharing interet$tat are included in Compensation and (3) Blagiestovestment Income related to its
investments in liquid funds and its net realizeeestment income on its illiquid investments. Weoalsaintain a $850 million revolving 364 ¢
credit facility with a final maturity date of Mayl12010. We had $952 million in cash and $652 oniliin debt at the end of 2009. During 2C
the firm had adjusted cash flow from operation$526 million. We also paid distributions to commuaritholders of $261 million ($0.90 per
common unit) in respect of the first three quartédr@009 and will make a distribution of approximlgt$98 million to common unitholders
($0.30 per common unit) in respect of the fourtarger of 2009. Common unitholders were entitled friority distribution of up to $1.20 per
unit ahead of Blackstone personnel and others degadistributions made in respect of fiscal pesiédm July 1, 2007 through December 31,
2009. As a result, in contrast to the $1.20 per afndistributions that will have been paid to coomunitholders in respect of fiscal 2009,
holders of Blackstone Holdings Partnership unitlvé receiving a distribution of $0.22 per unitrespect of fiscal 2009. Had this distribution
priority not been in effect in 2009 so that casttritutions were made to all unitholders on a jatta basis, the distributions to common
unitholders in respect of fiscal 2009 would haverb80.48 per unit instead of $1.20 per unit. Ondddzer 31, 2009, this distribution priority
ended and therefore all future distributions wédlilnade on a pro rata basis among all holders @kBtane Holdings units (held by Blackstone
personnel and others) and all holders of Blackstmmemon units (held by public unitholders and ogher

If the global economy and conditions in the finaigcmarkets fail to improve or worsen, our fund istweent performance could suffer,
resulting in, for example, the payment of less@carried interest to us. The payment of less atarded interest could cause our adjusted
flow from operations to significantly decrease, efhtould materially and adversely affect our lidtyighosition and the amount of cash we
have on hand to conduct our operations. Havingdask on hand could in turn require us to rely threlosources of cash (such as the capital
markets which may not be available to us on actéptarms) to conduct our operations, which incjddeexample, funding significant
general partner and co-investment commitments tacaury funds.
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Furthermore, during adverse economic and markeditions, we might not be able to renew all or mdrbur existing revolving credit facility
or find alternate financing on commercially readuaderms. As a result, our uses of cash may exeeedources of cash, thereby potentially
affecting our liquidity position.

We depend on our co-founder and other key seniontaging directors and the loss of their services wibave a material adverse effect on
our business, results and financial condition.

We depend on the efforts, skill, reputations ansiress contacts of our co-founder, Stephen A. Samen, our President and Chief
Operating Officer, Hamilton E. James, our Vice Chman, J. Tomilson Hill, and other key senior manggiirectors, the information and deal
flow they and other senior managing directors gateetluring the normal course of their activitied #me synergies among the diverse fields of
expertise and knowledge held by our professiomaisordingly, our success will depend on the corgthgervice of these individuals, who are
not obligated to remain employed with us. Seveegl é&enior managing directors have left the firnthia past and others may do so in the fu
and we cannot predict the impact that the depadiiaeey key senior managing director will have am ability to achieve our investment
objectives. The loss of the services of any of tltenld have a material adverse effect on our reegnuet income and cash flows and could
harm our ability to maintain or grow assets undanagement in existing funds or raise additionatifuim the future. We have historically
relied in part on the interests of these profesd®m the investment funds’ carried interest aréntive fees to discourage them from leaving
the firm. However, to the extent our investmentdsiperform poorly, thereby reducing the potentaldarried interest and incentive fees, their
interests in carried interest and incentive feeobee less valuable to them and become less eféeatiincentives for them to continue to be
employed at Blackstone.

Our senior managing directors and other key pemsignossess substantial experience and expertiseaedstrong business relationships
with investors in our funds, clients and other memstof the business community. As a result, the édshese personnel could jeopardize our
relationships with investors in our funds, our eteeand members of the business community andtiiesthle reduction of assets under
management or fewer investment opportunities.

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

Our most important asset is our people, and outirneed success is highly dependent upon the efédrbsir senior managing directors
and other professionals. Our future success angtrdepends to a substantial degree on our abdlitgtain and motivate our senior managing
directors and other key personnel and to stratégieruit, retain and motivate new talented persal. Our current senior managing directors
and other senior personnel have equity interestsiirbusiness that are primarily partnership unit8lackstone Holdings (as defined under
“Item 13. Certain Relationships, Related Transastiand Director Independence—Blackstone HoldingsBeship Agreements”) and which
entitle such personnel to cash distributions. Ha@rethe value of such Blackstone Holdings partriprehits and the distributions in respect of
these equity interests may not be sufficient taineand motivate our senior managing directorsahdr key personnel, nor may they be
sufficiently attractive to strategically recruigtain and motivate new talented personnel. Morequrér to our IPO, many of our senior
managing directors and other senior personneliitadeists in each of our underlying businesses whia have entitled to them to a larger
amount of cash distributions than they receiveegpect of Blackstone Holdings partnership units.

Additionally, the retention of an increasingly largoortion of the Blackstone Holdings partnershifisiheld by senior managing direct
is not dependent upon their continued employmetit ug as those equity interests continue to vesirespasses. Moreover, the minimum
retained ownership requirements and transfer o#isinis to which these interests are subject irageihstances lapse over time, may not be
enforceable in all cases and can be waived. Thare guarantee that the non-competition and ndnisdlon agreements to
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which our senior managing directors are subjegetizer with our other arrangements with them, prilvent them from leaving us, joining our
competitors or otherwise competing with us or thase agreements will be enforceable in all cdsesddition, these agreements will expire
after a certain period of time, at which point eatlour senior managing directors would be freedmpete against us and solicit investors in
our funds, clients and employees.

We might not be able to provide future senior mamggirectors with equity interests in our busingsthe same extent or with the same
tax consequences from which our existing senioragany directors previously benefited. For examipliegislation were to be enacted by the
U.S. Congress or any state or local governmertte#b carried interest as ordinary income rathan ths capital gain for tax purposes, such
legislation would materially increase the amountaoes that we and possibly our unitholders wodddguired to pay, thereby adversely
affecting our ability to recruit, retain and motigaour current and future professionals. See “—&R&lated to United States Taxation—Our
structure involves complex provisions of U.S. fedéncome tax law for which no clear precedenttharity may be available. Our structure
also is subject to potential legislative, judiagaladministrative change and differing interpretasi, possibly on a retroactive basis.”

Alternatively, the value of the units we may iss@@ior managing directors at any given time masqbently fall (as reflected in the
market price of our common units), which could dewact the incentives we are seeking to induceemt Therefore, in order to recruit and
retain existing and future senior managing dires;tare may need to increase the level of compemstiat we pay to them. Accordingly, as we
promote or hire new senior managing directors ¢inee, we may increase the level of compensatiopayeto our senior managing directors,
which would cause our total employee compensatishbenefits expense as a percentage of our tetahue to increase and adversely affect
our profitability. In addition, issuance of equihterests in our business to future senior manadiregtors would dilute public common
unitholders.

We strive to maintain a work environment that reinés our culture of collaboration, motivation alignment of interests with investo
If we do not continue to develop and implementrthht processes and tools to manage our changitegpeise and maintain this culture, our
ability to compete successfully and achieve ouirtass objectives could be impaired, which couldatiegly impact our business, financial
condition and results of operations.

Our organizational documents do not limit our altiji to enter into new lines of businesses, and weyragpand into new investment
strategies, geographic markets and businesses, edathich may result in additional risks and uncetinties in our businesse:

Our plan, to the extent that market conditions perisito grow our investment and financial advisbusinesses and expand into new
investment strategies, geographic markets and éss#s. Our organizational documents do not limibuke investment management and
financial advisory businesses. Accordingly, we rpaysue growth through acquisitions of other invesihanagement or advisory compat
acquisitions of critical business partners or o#fteaitegic initiatives. In addition, we expect ofpaities will arise to acquire other alternatiw
traditional asset managers. To the extent we maiigegic investments or acquisitions, undertakerostrategic initiatives or enter into a new
line of business, we will face numerous risks andeutainties, including risks associated with {8 tequired investment of capital and other
resources, (2) the possibility that we have insidfit expertise to engage in such activities pabfit or without incurring inappropriate amou
of risk, (3) combining or integrating operationadamanagement systems and controls and (4) theldmogy of our geographic footprint,
including the risks associated with conducting afiens in non-U.S. jurisdictions. Entry into centéines of business may subject us to new
laws and regulations with which we are not famjl@rfrom which we are currently exempt, and magdléo increased litigation and regulatory
risk. If a new business generates insufficient nees or if we are unable to efficiently manageeyanded operations, our results of
operations will be adversely affected. Our stratégjtiatives may include joint ventures, in whicase we will be subject to additional risks
uncertainties in that we may be dependent uponsahgbct to liability, losses or reputational damaglating to systems, controls and persc
that are not under our control.
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If we are unable to consummate or successfully gtate additional development opportunities, acqtins or joint ventures, we may not |
able to implement our growth strategy successfully.

Our growth strategy is based, in part, on the sieledevelopment or acquisition of asset managefmesinesses, advisory businesses or
other businesses complementary to our businessewkeethink we can add substantial value or generdistantial returns. The success of this
strategy will depend on, among other things: (&)dkailability of suitable opportunities; (2) thevél of competition from other companies that
may have greater financial resources; (3) ourtghii value potential development or acquisitiopapunities accurately and negotiate
acceptable terms for those opportunities; (4) dilitya to identify and enter into mutually benefitirelationships with venture partners; (5) and
our ability to successfully integrate and overdeedperations of the new businesses. If we arsusatessful in implementing our growth
strategy, our business, financial results and taeket price for our common units may be advers#cted.

Legislation has been introduced in the U.S. Congsés various forms that, if enacted, (i) would prede us from qualifying as a partnersh
and/or (ii) would require us to hold carried intest through taxable subsidiary corporations and taarried interest as ordinary income for
U.S. federal income tax purposes. If this or anyrslar legislation or regulation were to be enactedd apply to us, we would incur a
material increase in our tax liability that couldasult in a reduction in the market price of our conon units.

In 2007, Congress considered legislation that wtandas corporations publicly traded partnersHhigg directly or indirectly derive
income from investment adviser or asset managegsmices. If we were taxed as a corporation, digctfe tax rate would increase
significantly. The federal statutory rate for comioons is currently 35%, and the state and laarates, net of the federal benefit, aggregate
approximately 10%. If a variation of this propogegislation or any other change in the tax lawkguregulations or interpretations preclud
from qualifying for treatment as a partnershipfbs. federal income tax purposes under the publielyed partnership rules, this would
materially increase our tax liability and could Wsult in a reduction in the market price of sammon units.

In 2008, the U.S. House of Representatives pasbédtthat would generally (1) treat carried intstras non-qualifying income under the
tax rules applicable to publicly traded partnershighich would generally require us to hold intésés entities earning such income through
taxable subsidiary corporations by the end of 2@0d, (2) tax carried interest as ordinary income . federal income taxes, rather than in
accordance with the character of income derivethbyunderlying fund, which is in many cases cajtah, starting with our 2008 taxable y:«
In December, 2009, the U.S. House of Representgatigesed substantially similar legislation. Sudislation would tax carried interest as
ordinary income starting with our 2010 taxable yétowever, under a transition rule, the portiorseéh legislation treating carried interest as
non-qualifying income under the tax rules applieaiol publicly traded partnerships would not appiyilour first taxable year beginning 10
years after the date of the enactment of the kiiisl. In addition, the Obama administration pregabm its published revenue proposals
both 2010 and 2011 that the current law regardiegreatment of carried interest be changed td $tgzh income as income received in
connection with the performance of services angestibo ordinary income tax. If any such legislatimr similar legislation were to be enacted
and apply to us, it would materially increase @x liability, which could well result in a reduction the market price of our common units.

The requirements of being a public entity and susiag our growth may strain our resources.

As a public entity, we are subject to the reportieguirements of the U.S. Securities Exchange A&B84, as amended, or “Exchange
Act,” and requirements of the U.S. Sarbanes-Oxleydk 2002, or “Sarbanes-Oxley Act.” These requieets may place a strain on our
systems and resources. The Exchange Act requiaesvthfile annual, quarterly and current reportdhwespect to our business and financial
condition. The Sarbanes-Oxley Act requires thatweéntain effective disclosure controls and procedwand internal controls over financial
reporting. In order to maintain and improve thesefiveness of our disclosure controls and procegjgignificant resources and management
oversight are required. We have implemented antroonto
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implement additional procedures and processeh&ptrpose of addressing the standards and recgritsrapplicable to public companies. In
addition, sustaining our growth also requires usammit additional management, operational anchfifed resources to identify new
professionals to join our firm and to maintain ayptate operational and financial systems to adedyiaupport expansion. These activities
may divert management’s attention from other bussremncerns, which could have a material advefsetafn our business, financial
condition, results of operations and cash flows.N&ee incurred and expect to continue to incurigant additional annual expenses related
to these steps, including among other things amwitidirectors and officers liability insuranceseditor fees, reporting requirements of the
Securities and Exchange Commission, or “SEC,” texregent fees, hiring additional accounting, leyad administrative personnel, increased
auditing and legal fees and similar expenses.

The potential requirement to convert our financiatatements from being prepared in conformity withaunting principles generally
accepted in the United States of America to Intetioaal Financial Reporting Standards may strain owesources and increase our annual
expenses.

As a public entity, the SEC may require in the fatthat we report our financial results under Im&tional Financial Reporting Standards
(“IFRS") instead of under accounting principles geally accepted in the United States of America. 8UGAAP”). IFRS is a set of accounting
principles that has been gaining acceptance onrlwide basis. These standards are published bikdhdon-based International Accounting
Standards Board (“IASB”) and are more focused gedailves and principles and less reliant on dedailées than U.S. GAAP. Today, there
remain significant and material differences in salkey areas between U.S. GAAP and IFRS which daifect Blackstone. Additionally,

U.S. GAAP provides specific guidance in classesambunting transactions for which equivalent guégaim IFRS does not exist. The adoption
of IFRS is highly complex and would have an impatimany aspects and operations of Blackstone,dimgyubut not limited to financial
accounting and reporting systems, internal conttakes, borrowing covenants and cash managenténexpected that a significant amoun
time, internal and external resources and expemgsa multi-year period would be required for thimversion.

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

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

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

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

Our asset management and financial advisory busssesre subject to extensive regulation. We arestto regulation, including
periodic examinations, by governmental and self#&gry organizations in the jurisdictions in whiele operate around the world. Many of
these regulators, including U.S. and foreign goremt agencies and sefgulatory organizations, as well as state seesr@dommissions in ti
United States, are empowered to conduct investigaind administrative proceedings that can rastilhes, suspensions of personnel or o
sanctions, including censure, the issuance of eaadalesist orders or the suspension or expuldiarbookerdealer or investment adviser fr
registration or memberships. Even if an investmatr proceeding did not result in a sanction erdanction imposed against us or our
personnel by a regulator were small in monetarywarydhe adverse publicity relating to the inveatign, proceeding or imposition of these
sanctions could harm our reputation and cause las#oexisting clients or fail to gain new assehagement or financial advisory clients. In
addition, we regularly rely on exemptions from eas requirements of the U.S. Securities Act of 1233amended, or “Securities Act,” the
Exchange Act, the U.S. Investment Company Act &0l &s amended, or “1940 Act,” and the U.S. Emmdyetirement Income Security Act
of 1974, as amended, in conducting our asset mamageactivities. These exemptions are sometimdsyhapmplex and may in certain
circumstances depend on compliance by third pantfesm we do not control. If for any reason thesenegtions were to become unavailabl
us, we could become subject to regulatory actiohiod party claims and our business could be nedtgrand adversely affected. See “—Risks
Related to Our Organizational Structure—If The Bktone Group L.P. were deemed an “investment cogipamder the 1940 Act, applicable
restrictions could make it impractical for us totinue our business as contemplated and could havaterial adverse effect on our business”.
Lastly, the requirements imposed by our regulaaoesdesigned primarily to ensure the integrityhef tinancial markets and to protect inves
in our investment funds and are not designed ttept@ur common unitholders. Consequently, thegelagions often serve to limit our
activities.

In addition, the regulatory environment in whichr agset management and financial advisory cligpésate may affect our business. For
example, changes in antitrust laws or the enforeémieantitrust laws could affect the level of merg and acquisitions activity and changes in
state laws may limit investment activities of stpgmsion plans. In addition, the U.K. Financiah&z¥s Authority recently published a
discussion paper on the impact that the growthénprivate equity market has had on the marketserunited Kingdom and the suitability of
its regulatory approach in addressing risks pogeithé private equity market. See “Business—Regufaaod Compliance Matters” for a
further discussion of the regulatory environmentvhrich we conduct our businesses.

As a result of the recent economic downturn, at&edous fraud in the alternative asset manageimdustry and perceived lapses in
regulatory oversight, the current environment inclihwe operate is subject to further regulationv&amental regulators and other authorities
(including those in the U.S. and Europe) have psepgaa number of initiatives and additional ruled eegulations that could materially and
adversely affect our business. In addition, we imapdversely affected as a result of new or revisgidlation or regulations imposed by the
SEC, other U.S. or non-U.S. governmental reguladoiyorities or self-regulatory organizations thapervise the financial markets. We also
may be adversely affected by changes in the irg&apon or enforcement of existing laws and rulgshiese governmental authorities and self-
regulatory organizations. It is impossible to detigie the extent of the impact of any new laws, t&tipns or initiatives that may be proposed,
or whether any of the proposals will become lawmPbtiance with any new laws or regulations could emakmpliance more difficult and
expensive and affect the manner in which we conblusiness.

Recent legislative or regulatory proposals in th8.Uhclude designating a federal agency as tlenfilal system’s systemic risk regulator
with authority to review the activities of all finaial institutions, including alternative asset @mg@rs, and to impose regulatory standards on
any companies deemed to pose a threat to the faldrealth of the U.S. economy; authorizing fedeegjulatory agencies to ban compensation
arrangements
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at financial institutions that give employees inbezs to engage in conduct that could pose riskhemation’s financial system; and new
ground rules for private equity investments inddibanks that make the acquisition of a failed Has& attractive for a private equity fund. In
addition, a bill is pending in the U.S. Congresat thrould require investment managers of privatdtedunds, hedge funds, real estate funds
and other private investment vehicles with at I84560 million in assets under management to regigth the SEC under the U.S. Investment
Advisers Act of 1940, maintain books and recordadoordance with SEC requirements and become $ubj8&C examinations and
information requests in order to remain exempt fthemsubstantive provisions of the 1940 Act. AlBi&ckstone’s U.S. investment advisory
entities that advise our various funds are alrgadistered under the Investment Advisers Act, batlill would also impose new reporting,
record-keeping and disclosure requirements on eggiktered investment advisor and would expan®&®€’'s rule-making and enforcement
authority.

Legislation has been adopted in Australia, Denm@d¢many and Italy that limits the tax deductipiliff interest expense incurred by
companies in those countries. These measures w4t likely adversely affect portfolio companieghwse countries in which our private
equity funds have investments and limit the begefftadditional investments in those countries. frivate equity business is subject to the
risk that similar measures might be introducedtireocountries in which our private equity fundsreatly have investments or plan to inves
the future, or that other legislative or regulatorgasures that negatively affect their respectoréfqio investments might be promulgated in
any of the countries in which they invest.

A directive introduced by the European Commisshaat tvould impose a new regulatory scheme on priegtéty funds and hedge funds
operating in the European Union would, if enacteds original proposed form, have a particuladyerse effect on our investment businesses
by among other things (a) imposing costly requinet®¢o hire an independent valuation firm basetthénEuropean Union to value all of our
investment funds’ assets and to hire an indeperdipusitary based in the European Union to holdfadur investments, (b) imposing capital
requirements on all of our investment advisors thahage or market investment funds in the Eurofpsaaon, (c) imposing extensive disclos
obligations on our investment funds’ portfolio caanes, (d) prohibiting Blackstone from marketing owestment funds to any investors
based in a European Union country for three yefées @anactment of the directive and significan#gtricting those marketing activities
thereafter, and (e) potentially in effect restrigtiour investment funds’ investments in compangsel in European Union countries. If enacted
in that form or in a revised form, the proposeddigion or regulations noted above could negagivlpact us or our funds in a number of
ways, including increasing our or our fundsgulatory costs, imposing additional burdens onstaff, restricting our ability to market our fus
and potentially requiring the disclosure of semsiinformation.

Blackstone’s non-U.S. advisory entities are, togktnt required, registered with the relevant tatguy authority of the jurisdiction in
which the advisory entity is domiciled. In additjoame voluntarily participate in several transpaseimitiatives, including those organized by
Private Equity Council (“PEC"), the British Privaguity and Venture Capital Association (“BVCA”")@others calling for the reporting of
information concerning companies in which certdiour funds have investments. The reporting relédeslich initiatives may divert the
attention of our personnel and the management tedims portfolio companies. Moreover, sensitivesibess information relating to us or our
portfolio companies could be publicly released.

In addition, U.S. and foreign labor unions haveergly been agitating for greater legislative arglutatory oversight of private equity
firms and transactions. Labor unions have alsaatbreed to use their influence to prevent pensiadgurom investing in private equity funds.

In 2009 the New York State Attorney General lautlcae investigation into possible illegal conductdmyne placement agents that
assisted certain alternative investment funds wacewetained to manage investments for New YorteStpension funds. In respect of this
investigation, the State of New York banned theafss! placement agents, lobbyists and other pa&tmediaries in making investments by
the state’s pension funds. The lllinois and New Mexegislatures adopted similar measures and afraitions were
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considered by other government officials. The &&curities and Exchange Commission (“SEC”) releasprbposed rule in 2009 regarding
asset managers’ dealings with public pension fulfde.proposed rule would ban the use of placenggsrita to obtain funds from public
pension funds. Our fund placement business, PaflGiiup, provides extensive and needed servicés tient alternative investment fund:
connection with their marketing of investmentshirit funds to pension funds and other investorspimtrast to the placement agents that were
investigated by the New York Attorney General ftggal conduct. But if other states were to impsiseilar bans on their pension funds
dealing with all placement agents as New York Stditeois and New Mexico have done, or more sigmftly, if the SEC were to adopt its
proposed rule banning the use of placement agemtstain funds from public pension funds, Park’Bliiusiness would be materially and
adversely affected. See “Our organizational docuséa not limit our ability to enter into new linegbusinesses, and we may expand into
new investment strategies, geographic markets asithésses, each of which may result in additiosi&krand uncertainties in our businesses.”

Our use of leverage to finance our business willb@se us to substantial risks, which are exacerbatgdur funds’ use of leverage to
finance investments

We intend to use borrowings to finance our busimgesations as a public company. For example, igu&ti2009, we issued $600 mill
of ten-year senior notes at a rate of 6.625% peum Borrowing to finance our businesses exposés tee typical risks associated with the
use of leverage, including those discussed belayeufi—Dependence on significant leverage in investts by our funds could adversely
affect our ability to achieve attractive rates eturn on those investments”. In order for us tbagtileverage to finance our business, we are
dependent on financial institutions such as gltlaalks extending credit to us on terms that areoresdsle to us. There is no guarantee that such
institutions will continue to extend credit to usrenew any existing credit agreements we may kathrethem. For example, we have a credit
facility which provides for revolving credit borrémgs that has a final maturity date of May 10, 2048 borrowings under the facility or any
other indebtedness mature, we will be requiredtteerefinance them by entering into a new fagilithich could result in higher borrowing
costs, or issuing equity, which would dilute exigtunitholders. We could also repay them by usaghon hand or cash from the sale of our
assets. We could have difficulty entering into rfagilities or issuing equity in the future on attige terms, or at all. These risks are
exacerbated by our funds’ use of leverage to finaneestments.

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

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

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

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

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

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

Risks Related to Our Asset Management Business

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

In the event that any of our investment funds wengerform poorly, our revenue, income and cash fimuld decline because the value
of our assets under management would decreaseh wioigld result in a reduction in management feed,aur investment returns would
decrease, resulting in a reduction in the carmgerést and incentive fees we earn. Moreover, wédoexperience losses on our investments of
our own principal as a result of poor investmenfgrenance by our investment funds. Furthermoregsfa result of poor performance of later
investments in a carry fund’s life, the fund does achieve certain investment returns for the fawek its life, we will be obligated to repay the
amount by which carried interest that was previpdsttributed to us exceeds amounts to which weutireately entitled.

Poor performance of our investment funds could miakere difficult for us to raise new capital. kstors in carry funds might decline
invest in future investment funds we raise and stwes in hedge funds or other investment funds migthdraw their investments as a resul
poor performance of the investment funds in whitdytare invested. Investors and potential investoosir funds continually assess our
investment funds’ performance, and our abilitydise capital for existing and future investmentdsiand avoid excessive redemption levels
will depend on our investment funds’ continuedsfatitory performance. Accordingly, poor fund pemfiance may deter future investment in
our funds and thereby decrease the capital invéstedr funds and ultimately, our management feerne. Alternatively, in the face of poor
fund performance, investors could demand lower fedse concessions which would likewise decreagsgevenue. During 2009, a significant
number of fund sponsors decreased the amount stlieg charged investors for fund management &®et desult of poor fund performance.
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Our asset management business depends in large gaur ability to raise capital from third partynvestors. If we are unable to raise
capital from third party investors, we would be uple to collect management fees or deploy their ¢algnto investments and potentially
collect transaction fees or carried interest, whigfould materially reduce our revenue and cash flawd adversely affect our financial
condition.

Our ability to raise capital from third party intess depends on a number of factors, includingagefactors that are outside our control.
Certain factors, such as the performance of thekstaarket or the asset allocation rules or regutatito which such third party investors are
subject, could inhibit or restrict the ability dfitd party investors to make investments in ouestment funds or the asset classes in which our
investment funds invest. For example, during tisé éégghteen months a large number of third pangsitors that invest in alternative assets and
have historically invested in our investment fuhdse experienced significant volatility in valuatsoof their investment portfolios, including a
significant decline in the value of their overalivate equity, real estate, venture capital andyedidnd portfolios, which affected our ability to
raise capital from them. Coupled with a lack oflisdions from their existing private equity anékestate portfolios, many of these investors
were left with disproportionately outsized remagitommitments to a number of investment funds, fena been significantly limited in
making new commitments to third party managed itmesat funds such as those managed by us. To teateetonomic conditions fail to
improve, we may be unable to raise sufficient ant®of capital to support the investment activitiéguture funds. For instance, we are in the
process of raising our sixth general private eqfuitd and although we have raised a significantipoiof capital for that fund to invest and
expect to raise significant additional capital, fimal amount we do eventually raise may be leas its predecessor fund and below our desirec
amount for that fund. Moreover, as we seek to edpato other asset classes, such as funds thas fatthe infrastructure and clean techno
asset classes, we may be unable to raise a soffeneount of capital to adequately support sucliniesses. If we are unable to successfully
raise capital, it could materially reduce our raxeand cash flow and adversely affect our finarmaldition.

In addition, in connection with raising new fundsnoaking further investments in existing funds, megotiate terms for such funds and
investments with existing and potential investditse outcome of such negotiations could result inagreement to terms that are materially
less favorable to us than for prior funds we haamaged or funds managed by our competitors. Suetsteould restrict our ability to raise
investment funds with investment objectives orteggges that compete with existing funds, add aolditi expenses and obligations for us in
managing the fund or increase our potential lidegi all of which could ultimately reduce our raues. For example, we have confronted and
expect to continue to confront requests from aetamf investors and groups representing investodecrease fees, which could result in a
reduction in the fees and carried interest andntice fees we earn.

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

There are often no readily ascertainable markeeprior illiquid investments in our private equitgal estate and certain of our credit-
oriented funds. We determine the value of the itnmegts of each of our private equity, real estatt@edit-oriented funds at least quarterly
based on the fair value of such investments. Thevédue of investments of a private equity, restbée or credit-oriented fund is generally
determined using several methodologies describ#tkeiimvestment funds’ valuation policies.

Investments for which market prices are not obddevenclude private investments in the equity ofigting companies or real estate
properties. Fair values of such investments arergened by reference to projected net earningsimgs before interest, taxes, depreciation
and amortization (“EBITDA"), the discounted casbtvil method, public market or private transactioradyations for comparable companies
and other measures which, in many cases, are uaduwatithe time received. In determining fair valoéreal estate investments, we also
consider projected operating cash flows, sale®ofparable assets, replacement costs and
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capitalization rates (“cap rates”) analyses. Vatuest may be derived by reference to observableatialn measures for comparable companies
or assets (e.g., multiplying a key performance imefrthe investee company or asset, such as EB|TiyA relevant valuation multiple
observed in the range of comparable companiesnsactions), adjusted by management for differebeegeen the investment and the
referenced comparables, and in some instanceddngnee to option pricing models or other similathods. Additionally, where applicable,
projected distributable cash flow through debt migtwvill also be considered in support of the istraents carrying value. Private investme
may also be valued at cost for a period of timeradh acquisition as the best indicator of faiuealThese valuation methodologies involve a
significant degree of management judgment.

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 masgtixearket transactions in comparable
investments and various relationships between trmersts.

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

Because there is significant uncertainty in theigibn of, or in the stability of the value of dliid investments, the fair values of such
investments as reflected in an investment fundisasset value do not necessarily reflect the pticatswould actually be obtained by us on
behalf of the investment fund when such investmargsealized. Realizations at values significaltlyer than the values at which investmi
have been reflected in prior fund net asset vamsd result in losses for the applicable fundealihe in asset management fees and the loss
of potential carried interest and incentive fedsa@es in values attributed to investments fronrtquéo quarter may result in volatility in the
net asset values and results of operations andflcasithat we report from period to period. Alscsituation where asset values turn out to be
materially different than values reflected in priond net asset values could cause investors éodosfidence in us, which would in turn result
in difficulty in raising additional funds or redemigns from our hedge funds.

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

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

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

» the rates of returns of our carry funds reflecteatized gains as of the applicable measurementloiatenay never be realized,
which may adversely affect the ultimate value m=difrom those funs investments

» the rates of returns of our BCP and BREP fund®imesyears were positively influenced by a numbeneéstments that
experienced rapid and substantial increases irevfallowing the dates on which those investmentsevmeade, which may not occ
with respect to future investmen
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« our investment func returns in some years benefited from investmenodppities and general market conditions that maty
repeat themselves (including, for example, paridulfavorable borrowing conditions in the debt keds during 2005, 2006 and
early 2007), and our current or future investmentfs might not be able to avail themselves of coafpa investment opportuniti
or market conditions; ar

» the rates of return reflect our historical costisture, which may vary in the future due to variagors enumerated elsewhere
this report and other factors beyond our contralltiding changes in law

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

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

Many of our carry funds’ investments rely heavity the use of leverage, and our ability to achidtractive rates of return on
investments will depend on our ability to accedfigant sources of indebtedness at attractivestdter example, in many private equity
investments, indebtedness may constitute approglyn@0% or more of a portfolio company’s or reabés asset’s total debt and equity
capitalization, including debt that may be incurredonnection with the investment. The absencavaflable sources of sufficient senior debt
financing for extended periods of time could therefmaterially and adversely affect our privateiggand real estate businesses. In addition,
an increase in either the general levels of inteedes or in the risk spread demanded by souifdesiebtedness such as we experienced during
2009 would make it more expensive to finance thmsgnesses’ investments. Increases in interes cat@d also make it more difficult to
locate and consummate private equity investmertaus® other potential buyers, including operatmgganies acting as strategic buyers, |
be able to bid for an asset at a higher price duelower overall cost of capital or their abilitybenefit from a higher amount of cost savings
following the acquisition of the asset. In additiaportion of the indebtedness used to financaaf®iequity investments often includes high-
yield debt securities issued in the capital mark&tsilability of capital from the hig-yield debt markets is subject to significant vibikyt and
there may be times when we might not be able tesscthose markets at attractive rates, or at hrweompleting an investment. Since the
middle of 2007, the amount of attractive financoigny type available for leveraged acquisitiomsactions has been limited, which has
significantly reduced the type and size of investta®ur private equity and real estate funds haenlable to make.

Investments in highly leveraged entities are inhgyemore sensitive to declines in revenues, in@eean expenses and interest rates and
adverse economic, market and industry developm&htsincurrence of a significant amount of indebest by an entity could, among other
things:

» give rise to an obligation to make mandatory prepamyts of debt using excess cash flow, which mighit the entity s ability to
respond to changing industry conditions to the eb@elditional cash is needed for the response alkeranplanned but necessary
capital expenditures or to take advantage of grapibortunities

» limit the entity’s ability to adjust to changing rkat conditions, thereby placing it at a compeéittisadvantage compared to its
competitors who have relatively less de

» limit the entity's ability to engage in strategic acquisitions thaght be necessary to generate attractive returfigther growth;
and

» limit the entity's ability to obtain additional financing or increa$e cost of obtaining such financing, including dapital
expenditures, working capital or general corpopatgoses

As a result, the risk of loss associated with @taged entity is generally greater than for comgmmiith comparatively less debt. For
example, many investments consummated by privatiyesponsors during 2005,
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2006 and 2007 which utilized significant amount$eskrage are experiencing severe economic streshave or may default on their debt
obligations due to a decrease in revenues andflcagiprecipitated by the subsequent economic dommtu

When our BCP and BREP funds’ existing portfoliogstments reach the point when debt incurred tméieahose investments mature in
significant amounts and must be either repaid finaaced, those investments may materially suffédréy have generated insufficient cash
flow to repay maturing debt and there is insuffitieapacity and availability in the financing matskéo permit them to refinance maturing debt
on satisfactory terms, or at all. If the currentited availability of financing for such purposesr to persist for several years, when significant
amounts of the debt incurred to finance our priwataity and real estate funds’ existing portfoliseéstments start to come due, these funds
could be materially and adversely affected.

Many of the hedge funds in which our funds of hefigels invest, our credit-oriented funds and CLGs/mwhoose to use leverage as part
of their respective investment programs and refyutmrrow a substantial amount of their capitaleTUse of leverage poses a significant de
of risk and enhances the possibility of a signiftdass in the value of the investment portfoliofuld may borrow money from time to time to
purchase or carry securities or may enter intovdérie transactions (such as total return swapt) edunterparties that have embedded
leverage. The interest expense and other costa@ttin connection with such borrowing may not éeavered by appreciation in the securi
purchased or carried and will be lost—and the tgrand magnitude of such losses may be acceleratxdaoerbated—in the event of a decline
in the market value of such securities. Gains zedliwith borrowed funds may cause the fund’s nettasmlue to increase at a faster rate than
would be the case without borrowings. Howevemyfdstment results fail to cover the cost of borrggi the fund’s net asset value could also
decrease faster than if there had been no borrewing

Increases in interest rates could also decreasethe of fixed-rate debt investments that our streent funds make.

Any of the foregoing circumstances could have aenmtadverse effect on our financial conditiorsulés of operations and cash flow.

The asset management business is intensely conipetit

The asset management business is intensely comggetiith competition based on a variety of factémnsluding investment performan
the quality of service provided to clients, invediquidity and willingness to invest, fund termadluding fees), brand recognition and business
reputation. Our asset management business compithes number of private equity funds, specialimagestment funds, hedge funds, funds of
hedge funds and other sponsors managing poolattas well as corporate buyers, traditionakassanagers, commercial banks, investr
banks and other financial institutions (includirysreign wealth funds). A number of factors seovetrease our competitive risks:

» anumber of our competitors in some of our busieessive greater financial, technical, marketingathér resources and mc
personnel than we d

« asignificant number of investors have materiatigrgased or temporarily stopped making new fundstments recently because
the global economic downturn and generally poarrret in their overall alternative asset investnmntfolios in 2008 and 200!

» some of our funds may not perform as well as coitgre’ funds or other available investment produ

» several of our competitors have recently raisedrerexpected to raise, significant amounts oftag@nd many of them have
similar investment objectives to ours, which magate additional competition for investment oppaittas and may reduce the size
and duration of pricing inefficiencies that manteahative investment strategies seek to exg
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» some of these competitors may also have a lowe¢roé@spital and access to funding sources thaharavailable to us, which mi
create competitive disadvantages for us with rdqpeiavestment opportunitie

» some of our competitors may have more flexibilitgrt us in raising certain types of investment fumider the investment
management contracts they have negotiated with ithedstors;

* some of our competitors may have higher risk tolees, different risk assessments or lower retuestiolds, which could allow
them to consider a wider variety of investments t@nblid more aggressively than us for investmemas we want to mak

» some of our competitors may have better expertigee segarded by investors as having better exggeiriia specific asset class
geographic region than we ¢

» our competitors that are corporate buyers may betatachieve synergistic cost savings in respeahdnvestment, which me
provide them with a competitive advantage in biddior an investmen

* some investors may prefer to invest with an investhmanager that is not publicly traded or is semnallith only one or two
investment products that it manages;

» other industry participants will from time to tinseek to recruit our investment professionals ahdratmployees away from t

We may lose investment opportunities in the futtivee do not match investment prices, structurestenms offered by competitors.
Alternatively, we may experience decreased ratestafn and increased risks of loss if we matckegtment prices, structures and terms
offered by competitors. Moreover, if we are for¢cedompete with other alternative asset managetbebasis of price, we may not be able to
maintain our current fund fee and carried intetesshs. We have historically competed primarily ba performance of our funds, and not on
the level of our fees or carried interest relatwéhose of our competitors. However, there isk that fees and carried interest in the altere:
investment management industry will decline, withimgard to the historical performance of a mandgee or carried interest income
reductions on existing or future funds, withoutresponding decreases in our cost structure, waludraely affect our revenues and
profitability.

In addition, the attractiveness of our investments relative to investments in other investmeatipcts could decrease depending on
economic conditions. This competitive pressure @@aversely affect our ability to make successfuestments and limit our ability to raise
future investment funds, either of which would atbedy impact our business, revenue, results ofatfmers and cash flow.

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

Before making investments in private equity anceoihvestments, we conduct due diligence that vesrdeeasonable and appropriate
based on the facts and circumstances applicaldadio investment. When conducting due diligencemasg be required to evaluate important
and complex business, financial, tax, accountingirenmental and legal issues. Outside consultéegs| advisors, accountants and investr
banks may be involved in the due diligence progesarying degrees depending on the type of inveatiriNevertheless, when conducting due
diligence and making an assessment regarding astiment, we rely on the resources available tinakiding information provided by the
target of the investment and, in some circumstagrib&s-party investigations. The due diligencedstigation that we will carry out with
respect to any investment opportunity may not regedighlight all relevant facts (including frauthat may be necessary or helpful in
evaluating such investment opportunity. Moreovachsan investigation will not necessarily resulthie investment being successful.

In connection with the due diligence that our funfifedge funds conduct in making and monitoringgiments in third party hedge
funds, we rely on information supplied by third tyanedge funds or by service
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providers to such third party hedge funds. Therimfation we receive from them may not be accuramarplete and therefore we may not
have all the relevant facts necessary to propadgss and monitor our funds’ investment in a paetichedge fund.

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

Many of our investment funds invest in securittesttare not publicly traded. In many cases, ouestment funds may be prohibited by
contract or by applicable securities laws fromisglsuch securities for a period of time. Our irtwgnt funds will generally not be able to sell
these securities publicly unless their sale issteged under applicable securities laws, or urdesaxemption from such registration is
available. The ability of many of our investmentdis, particularly our BCP funds, to dispose of Btugents is heavily dependent on the public
equity markets. For example, the ability to realing value from an investment may depend uponliigyao complete an initial public
offering of the portfolio company in which such @stment is held. Even if the securities are puplicded, large holdings of securities can
often be disposed of only over a substantial lenftime, exposing the investment returns to riskdownward movement in market prices
during the intended disposition period. Accordinglpder certain conditions, our investment fundy fmaforced to either sell securities at
lower prices than they had expected to realizeeferd—potentially for a considerable period of timeales that they had planned to make. We
have made and expect to continue to make signifigamcipal investments in our current and futureestment funds. Contributing capital to
these investment funds is risky, and we may logeesor the entire principal amount of our investrsent

We have engaged in large-sized investments, whistolive certain complexities and risks that are restcountered in small and medium-
sized investment:

Our BCP and BREP funds have invested and planrttreee to invest in large transactions. The sizthee investments involves certain
complexities and risks that are not encounteresviall- and medium-sized investments. For examatgel transactions may be more difficult
to finance, and exiting larger deals may presealiehges in many cases. In addition, larger tratitmae may entail greater scrutiny by
regulators, labor unions and other third parties.

Larger transactions may be structured as “consurtransactions” due to the size of the investmadtthe amount of capital required to
be invested. A consortium transaction involves guitg investment in which two or more private egditms serve together or collectively as
equity sponsors. We participated in a significamhber of consortium transactions in prior years tude increased size of many of the
transactions in which we were involved. Consortimamsactions generally entail a reduced level otrod by Blackstone over the investment
because governance rights must be shared withthlee private equity investors. Accordingly, we nrapt be able to control decisions relating
to the investment, including decisions relatinghte management and operation of the company anthiirey and nature of any exit, which
could result in the risks described in “—Our invesht funds make investments in companies that weoticontrol.”

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

We often pursue investment opportunities that invelbusiness, regulatory, legal or other complexstie

As an element of our investment style, we may pritswusually complex investment opportunities. Tais often take the form of
substantial business, regulatory or legal compfetkiat would deter other investment managers. Glardnce for complexity presents risks, as
such transactions can be more difficult, expenai timeeonsuming to finance and execute; it can be mdfiewt to manage or realize val
from the assets
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acquired in such transactions; and such transactiometimes entail a higher level of regulatoryiiey or a greater risk of contingent
liabilities. Any of these risks could harm the mermance of our funds.

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

Investments by most of our investment funds witllide debt instruments and equity securities ofgamies that we do not control. Such
instruments and securities may be acquired byrougsitment funds through trading activities or tiglopurchases of securities from the issuer.
In addition, our private equity and real estatediimay acquire minority equity interests (particylén consortium transactions, as describe
“—We have engaged in large-sized investments, winieblve certain complexities and risks that areemcountered in small and medium-
sized investments”) and may also dispose of agodf their majority equity investments in porttbbompanies over time in a manner that
results in the investment funds retaining a miydrivestment. Those investments will be subje¢héorisk that the company in which the
investment is made may make business, financialasragement decisions with which we do not agreébairthe majority stakeholders or the
management of the company may take risks or otseragt in a manner that does not serve our ingeiésiny of the foregoing were to occur,
the values of investments by our investment furtdddcdecrease and our financial condition, resaflisperations and cash flow could suffer as
a result.

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

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

* currency exchange matters, including fluctuationsurrency exchange rates and costs associateaavitrersion of investment
principal and income from one currency into anat

» less developed or efficient financial markets thmthe United States, which may lead to potentialepvolatility and relative
illiquidity;

» the absence of uniform accounting, auditing andrf@ial reporting standards, practices and discboseguirements and le
government supervision and regulati

» differences in the legal and regulatory environm@rgnhanced legal and regulatory complial

» political hostility to investments by foreign oriyaite equity investors

* less publicly available information in respect ofigpanies in nc-U.S. markets

» certain economic and political risks, including gratfal exchange control regulations and restrigtion our no-U.S. investment
and repatriation of profits on investments or dfital invested, the risks of political, economicsarcial instability, the possibility of
expropriation or confiscatory taxation and adversenomic and political developments; ¢

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

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

We may not have sufficient cash to pay back “clawk@ obligations if and when they are triggered underetilyoverning agreements with o
investors.

If, at the end of the life of a carry fund (or éarlwith respect to certain of our real estate 8)nds a result of diminished performance of
later investments in any carry fund’s life, thergdund has not achieved
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investment returns that (in most cases) exceegréferred return threshold or (in all cases) theegal partner receives in excess of 20% (10%
or 15% in the case of certain of our credit-orierded real estate debt carry funds) of the fundtsonofits over the life of the fund, we will be
obligated to repay an amount equal to the extentiich carried interest that was previously disttéal to us exceeds the amounts to which we
are ultimately entitled. This obligation is knows @ clawback obligation and is an obligation of aeyson who directly received such carried
interest, including us and our employees who piggte in our carried interest plans. Although atiporof any distributions by us to our
unitholders may include any carried interest reggilsy us, we do not intend to seek fulfillment o§ @lawback obligation by seeking to have
our unitholders return any portion of such disttibos attributable to carried interest associatét any clawback obligation. The clawback
obligation operates with respect to a given caundfs own net investment performance only and perémce fees of other funds are not netted
for determining this contingent obligation. To #ae¢ent one or more clawback obligations were taipéar any one or more carry funds, we
might not have available cash at the time suchludek obligation is triggered to repay the carrig@liest and satisfy such obligation. If we
were unable to repay such carried interest, we avbalin breach of the governing agreements withroaugstors and could be subject to
liability. Moreover, although a clawback obligatienseveral, the governing agreements of most ofunds provide that to the extent another
recipient of carried interest (such as a curreriboner employee) does not fund his or her respecthare, then we and our employees who
participate in such carried interest plans may hiavand additional amounts (generally up to anitolthl 50%) beyond what we actually
received in carried interest, although we will netne right to pursue any remedies that we hawkeuauch governing agreements against t
carried interest recipients who fail to fund thalidigations.

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

In most cases, the companies in which our investifiuerls invest will have indebtedness or equityusiéies, or may be permitted to inc
indebtedness or to issue equity securities, thed sanior to our investment. By their terms, sudiriiments may provide that their holders are
entitled to receive payments of dividends, intecegirincipal on or before the dates on which paytsiare to be made in respect of our
investment. Also, in the event of insolvency, lidgtion, dissolution, reorganization or bankruptéy company in which an investment is
made, holders of securities ranking senior to nuestment would typically be entitled to receivgmpant in full before distributions could be
made in respect of our investment. After repayigiar security holders, the company may not hayeramaining assets to use for repaying
amounts owed in respect of our investment. To ¥tent that any assets remain, holders of claimisrdrk equally with our investment would
be entitled to share on an equal and ratable badistributions that are made out of those asgdt®, during periods of financial distress or
following an insolvency, the ability of our investmt funds to influence a compasyéffairs and to take actions to protect their treents ma:
be substantially less than that of the senior toesli

Investors in our hedge funds may redeem their intresnts in these funds. In addition, the investmenanagement agreements related
our separately managed accounts may permit the gteeto terminate our management of such accountshmort notice. Lastly, investors in
our other investment funds have the right to causese investment funds to be dissolved. Any of éhesents would lead to a decrease in
revenues, which could be substantial.

Investors in our hedge funds may generally redédwssin investments on an annual, semi-annual or grgiasis following the expiration
of a specified period of time when capital may betwithdrawn (typically between one and three yearshject to the applicable fund’s
specific redemption provisions. In a declining nedrkhe pace of redemptions and consequent reductiour assets under management could
accelerate. The decrease in revenues that woultt fesm significant redemptions in our hedge fudsild have a material adverse effect on
our business, revenues, net income and cash flows.

We currently manage a significant portion of ineestssets through separately managed accountshyhseeearn management and
incentive fees, and we intend to continue to seghtianal separately managed
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account mandates. The investment management agneewe enter into in connection with managing safgdy managed accounts on behalf
of certain clients may be terminated by such cliemt as little as 30 days’ prior written noticettie case of any such termination, the
management and incentive fees we earn in connegitbrmanaging such account would immediately ceatéch could result in a significant
adverse impact on our revenues.

The governing agreements of all of our investmand$ (with the exception of certain of our fund$etige funds) provide that, subject
to certain conditions, third-party investors ingedunds will have the right to remove the genpaatner of the fund or to accelerate the
liguidation date of the investment fund without sauly a simple majority vote, resulting in a redrcin management fees we would earn f
such investment funds and a significant reductiotihé amounts of total carried interest and incenfiées from those funds. Carried interest
incentive fees could be significantly reduced assailt of our inability to maximize the value of/estments by an investment fund during the
liguidation process or in the event of the trigggrof a “clawback’obligation. Finally, the applicable funds would sedo exist. In addition, tl
governing agreements of our investment funds enaéstors in those funds to vote to terminateitivestment period by a simple majority
vote in accordance with specified procedures oelacate the withdrawal of their capital on an ineedy investor basis in the event certain
“key persons” in our investment funds (for exampleth of Stephen A. Schwarzman and Hamilton E. 3améhe case of our BCP funds) do
not remain active managing the fund. In additiohaeing a significant negative impact on our revemet income and cash flow, the
occurrence of such an event with respect to amuofnvestment funds would likely result in sigondnt reputational damage to us.

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

Third party investors in our investment funds witommitment-based structures may not satisfy theintractual obligation to fund capital
calls when requested by us, which could adversédfga a fund’s operations and performance.

Investors in all of our carry funds (and certairoaf hedge funds) make capital commitments to tiusds that we are entitled to call
from those investors at any time during prescripedods. We depend on investors fulfilling theimoaitments when we call capital from them
in order for those funds to consummate investmantsotherwise pay their obligations (for examplanagement fees) when due. We have not
had investors fail to honor capital calls to anyamiagful extent. Any investor that did not fundapital call would generally be subject to
several possible penalties, including having aiigamt amount of its existing investment forfeitiedthat fund. However, the impact of the
penalty is directly correlated to the amount ofitdpreviously invested by the investor in thedwand if an investor has invested little or no
capital, for instance early in the life of the futiden the forfeiture penalty may not be as medulntnvestors may also negotiate for lesser or
reduced penalties at the outset of the fund, tlyeirdiibiting our ability to enforce the funding afcapital call. If investors were to fail to safisf
a significant amount of capital calls for any pautar fund or funds, the operation and performasfddose funds could be materially and
adversely affected.

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

Because of our various lines of asset managemeradwisory businesses, we will be subject to a rermobactual and potential conflicts
of interest and subject to greater regulatory aghtghan that to which we
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would otherwise be subject if we had just one bhbusiness. In addressing these conflicts andaegy requirements across our various
businesses, we have implemented certain policiepeocedures (for example, information walls) tmaty reduce the positive synergies tha
cultivate across these businesses. For examplmayeome into possession of material non-publicrimftion with respect to issuers in which
we may be considering making an investment or isstiet are our advisory clients. As a consequemeanay be precluded from providing
such information or other ideas to our other busges that might be of benefit to them.

Our failure to deal appropriately with conflicts ahterest in our investment business could damage meputation and adversely affect our
businesses.

As we have expanded and as we continue to expanalutimber and scope of our businesses, we incréasioigfront potential conflicts
of interest relating to our funds’ investment aiti®s. Certain of our funds may have overlappingestment objectives, including funds that
have different fee structures, and potential cotsflmay arise with respect to our decisions reggrdbw to allocate investment opportunities
among those funds. For example, a decision to ezquaterial non-public information about a compaiinle pursuing an investment
opportunity for a particular fund gives rise to@eqntial conflict of interest when it results inrdwaving to restrict the ability of other funds to
take any action. Also, our decision to pursue afimvestment opportunity could preclude our abildyobtain a related advisory assignment,
and vice versa. In addition, conflicts of interegty exist in the valuation of our investments agghrding decisions about the allocation of
specific investment opportunities among us andfaods and the allocation of fees and costs amongwisunds and their portfolio compani
To the extent we failed to appropriately deal vétty such conflicts, it could negatively impact oeputation and ability to raise additional
funds or result in potential litigation against us.

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

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

Our real estate funds are subject to the risks imbet in the ownership and operation of real estatped the construction and development of
real estate.

Investments in our real estate funds will be sulti@the risks inherent in the ownership and openatf real estate and real estate related
businesses and assets. These risks include thesaiated with the burdens of ownership of real prop general and local economic
conditions, changes in supply of and demand forpeiing properties in an area (as a result for maf overbuilding), fluctuations in the
average occupancy and room rates for hotel pragsettie financial resources of tenants, changksiiding, environmental and other laws,
energy and supply shortages, various uninsureaiosurable risks, natural disasters, changes iemorent regulations (such as rent control),
changes in real property tax rates, changes ingistteates, the reduced availability of mortgagedfuwhich may render the sale or refinancing
of properties difficult or impracticable, negatidevelopments in the economy that depress travieitgcenvironmental liabilities, contingent
liabilities on disposition of assets, terroristalts, war and other factors that are beyond ouraomuring 2008 and 2009, real estate markets
in the U.S. and Europe generally experienced isg®
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capitalization rates and declines in value as altre$ the overall economic decline and the limigadhilability of financing. As a result, the
value of investments in our real estate funds dedlisignificantly. See “ltem 7. Management’s Distois and Analysis of Financial Condition
and Results of Operations-Business Environmentfufther discussion of the real estate market enwirent. In addition, if our real estate
funds acquire direct or indirect interests in ureleped land or underdeveloped real property, whiely often be non-income producing, they
will be subject to the risks normally associatethvgiuch assets and development activities, inciudsks relating to the availability and timely
receipt of zoning and other regulatory or environtakapprovals, the cost and timely completionaristruction (including risks beyond the
control of our fund, such as weather or labor ctioi$ or material shortages) and the availabilfth@th construction and permanent financing
on favorable terms.

Certain of our investment funds may invest in seitigs of companies that are experiencing signifidgiinancial or business difficulties,
including companies involved in bankruptcy or othegorganization and liquidation proceedings. Suahvestments are subject to a greater
risk of poor performance or loss.

Certain of our investment funds, especially ouditreriented funds, may invest in business entsgsrinvolved in work-outs,
liquidations, spin-offs, reorganizations, bankriggcand similar transactions and may purchaserisgtreceivables. An investment in such
business enterprises entails the risk that thesa@ion in which such business enterprise is iredkither will be unsuccessful, will take
considerable time or will result in a distributiohcash or a new security the value of which wdllbss than the purchase price to the fund of
the security or other financial instrument in restpef which such distribution is received. In aduit, if an anticipated transaction does not in
fact occur, the fund may be required to sell iteeBtment at a loss. Investments in troubled congsamiay also be adversely affected by U.S.
federal and state laws relating to, among oth&gthifraudulent conveyances, voidable preferemerder liability and a bankruptcy court’s
discretionary power to disallow, subordinate oedfsanchise particular claims. Investments in séesrand private claims of troubled
companies made in connection with an attempt toénice a restructuring proposal or plan of reozion in a bankruptcy case may also
involve substantial litigation. Because there isstantial uncertainty concerning the outcome ofga&tions involving financially troubled
companies, there is a potential risk of loss byradfof its entire investment in such company. Meegpa major economic recession could h
a materially adverse impact on the value of suchriges. In addition, adverse publicity and inegterceptions, whether or not based on
fundamental analysis, may also decrease the valliéiquidity of securities rated below investmeradg or otherwise adversely affect our
reputation.

Certain of our fund investments may be concentrafiactertain asset types or in a geographic regievhich could exacerbate any negative
performance of those funds to the extent those camitated investments perform poor!

The governing agreements of our investment fundsago only limited investment restrictions and olitgited requirements as to
diversification of fund investments, either by gesgghic region or asset type. For example, over 88the investments of our real estate funds
(based on current fair values) are in office buigdand hotel assets. During periods of difficultrkea conditions or slowdowns in these sectors,
the decreased revenues, difficulty in obtainingeasdo financing and increased funding costs espeed by our real estate funds may be
exacerbated by this concentration of investmenitécimwould result in lower investment returns for ceal estate funds.

Hedge fund investments are subject to numerous &ddal risks.

Investments by our funds of hedge funds in otheighdunds, as well as investments by our credémeid and real estate debt hedge
funds, are subject to numerous additional riskduuting the following:

» Certain of the funds are newly established fundhauit any operating history or are managed by mamagt companies or general
partners who may not have as significant trackndsas an independent manag
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» Generally, there are few limitations on the exemutf the hedge fun’ investment strategies, which are subject to the
discretion of the management company or the geperater of such fund

* Hedge funds may engage in short selling, whiclhiigext to the theoretically unlimited risk of ldsscause there is no limit on how
much the price of a security may appreciate befogeshort position is closed out. A fund may beettito losses if a security
lender demands return of the lent securities araltamative lending source cannot be found dréffund is otherwise unable to
borrow securities that are necessary to hedg®##ipns.

* Hedge funds are exposed to the risk that a cowsntigrprill not settle a transaction in accordancthiits terms and conditions
because of a dispute over the terms of the confirdatther or not bona fide) or because of a crdiquidity problem, thus causit
the fund to suffer a loss. Counterparty risk iseatoated for contracts with longer maturities wherents may intervene to prevent
settlement, or where the fund has concentratedaitsactions with a single or small group of corpaeties. Generally, hedge funds
are not restricted from dealing with any particildaunterparty or from concentrating any or allledit transactions with one
counterparty. Moreover, the funds’ internal consadien of the creditworthiness of their counterjgarimay prove insufficient. The
absence of a regulated market to facilitate setfgrmay increase the potential for los:

» Credit risk may arise through a default by oneesfesal large institutions that are dependent onamr¢her to meet their liquidity or
operational needs, so that a default by one itistiticcauses a series of defaults by the othettitigtns. This “systemic risk” may
adversely affect the financial intermediaries (sasltlearing agencies, clearing houses, banksrisestdirms and exchanges) with
which the hedge funds interact on a daily be

» The efficacy of investment and trading strategiegeshd largely on the ability to establish and naaman overall market position in
a combination of financial instruments. A hedgedfsrirading orders may not be executed in a tinaglg efficient manner due to
various circumstances, including systems failurgsuonan error. In such event, the funds might dr@yable to acquire some but
all of the components of the position, or if theemall position were to need adjustment, the fundghtmot be able to make such
adjustment. As a result, the funds would not be &blachieve the market position selected by theagement company or general
partner of such funds, and might incur a lossdunitiating their positior

» Hedge funds are subject to risks due to potenligliidity of assets. Hedge funds may make investimer hold trading positions
markets that are volatile and which may becomeuilld. Timely divestiture or sale of trading positsocan be impaired by decrea
trading volume, increased price volatility, concated trading positions, limitations on the abilitytransfer positions in highly
specialized or structured transactions to whicly thay be a party, and changes in industry and govent regulations. It may be
impossible or costly for hedge funds to liquidatsigions rapidly in order to meet margin calls,hditawal requests or otherwise,
particularly if there are other market participasgegking to dispose of similar assets at the sameedr the relevant market is
otherwise moving against a position or in the ew#ntading halts or daily price movement limits thie market or otherwise.
Moreover, these risks may be exacerbated for madwf hedge funds. For example, if one of our fuaidhedge funds were to
invest a significant portion of its assets in twanwre hedge funds that each had illiquid positionthe same issuer, the illiquidity
risk for our funds of hedge funds would be compathd-or example, in 2008 many hedge funds, incudome of our hedge
funds, experienced significant declines in valuemiany cases, these declines in value were bottoked and exacerbated by
margin calls and forced selling of assets. Morepeertain of our funds of hedge funds were investetlird party hedge funds that
halted redemptions in the face of illiquidity anther issues, which precluded those funds of hedgésf from receiving their capital
back on reques

» Hedge fund investments are subject to risks rejatininvestments in commodities, futures, optioms ather derivatives, the prices
of which are highly volatile and may be subjectite theoretically unlimited risk of loss in certaincumstances, including if the
fund writes a call option. Pric
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movements of commodities, futures and options eatdrand payments pursuant to swap agreementsflaieniced by, among otr
things, interest rates, changing supply and demalationships, trade, fiscal, monetary and exchamwgrol programs and policies
of governments and national and international jpalitand economic events and policies. The valdetofes, options and swap
agreements also depends upon the price of the cditiesounderlying them. In addition, hedge fundssets are subject to the risk
of the failure of any of the exchanges on whichrthesitions trade or of their clearinghouses arrderparties. Most U.S.
commodities exchanges limit fluctuations in cer@dmmodity interest prices during a single dayropasing “daily price
fluctuation limit<” or “daily limits,” the existence of which may reduce liquidity or effeely curtail trading in particular marke

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

The fees earned by our financial advisory busiaesgypically payable upon the successful comptetioa particular transaction or
restructuring. A decline in our financial advis@ygagements or the market for advisory serviceddnamversely affect our business.

Our financial advisory business operates in a lgighimpetitive environment where typically there acelong-term contracted sources of
revenue. Each revenue generating engagement tiypiEakparately solicited, awarded and negotidtedddition, many businesses do not
routinely engage in transactions requiring our ises; As a consequence, our fegsng engagements with many clients are not prallie anc
high levels of financial advisory revenue in on@uer are not necessarily predictive of continuiggh kevels of financial advisory revenue in
future periods. In addition to the fact that mdspor financial advisory engagements are singl@-razurring engagements, we lose clients
each year as a result of a client’s decision taimetther financial advisors, the sale, mergesestructuring of a client, a change in a client’s
senior management and various other causes. Mareéoany given year our financial advisory engagata may be limited to a relatively
smaller number of clients and an even smaller nurobthose clients may account for a disproportiergercentage of our financial advisory
revenues in any such year. As a result, the adwensact on our results of operations of one loglagiement or the failure of one transaction or
restructuring on which we are advising to be cotgaleould be significant. Revenue volumes in onarficial advisory business tend to be
affected by economic and capital market conditiovit) greater merger activity—and therefore higfeMenues in our Financial and Strategic
Advisory Services business—generally resulting witeneconomy is growing, and more bankruptciesrasttucturings—and therefore higher
revenues in our Restructuring and Reorganizatiovigedy Services business—generally resulting inknes@onomic periods. Accordingly, our
financial advisory revenue can fluctuate up or deensiderably depending on economic conditions.

The fees earned by Park Hill Group, our fund plaeeinbusiness, are generally recognized by us fayating purposes, upon the
successful subscription by an investor in a clefithd and/or the closing of that fund. Howeveosthfees are typically actually paid by a Park
Hill Group client over a period of time (e.g., twmthree years) following such successful subsorigby an investor in a client’s fund and/or
the closing of that fund with interest. There igsk that during that period of time, Park Hill Ggpmay not be able to collect on all or a portion
of the fees Park Hill is due for the placement m&wit has already provided to such client. Fetdnce, a Park Hill client’s fund may be
liguidated prior to the time that all or a portiohthe fees due to Park Hill for its placement s=¥s are due to be paid. Moreover, to the extent
fewer assets are raised for funds or interest bysiors in alternative asset funds declines, tag é&arned by Park Hill Group would be
adversely affected. During 2009, a difficult year fund-raising for funds in the alternative asdats, Park Hill experienced a material decline
in revenue due to fewer placement mandates and fesgets being raised.

We face strong competition from other financial adery firms.

The financial advisory industry is intensely conifdet, and we expect it to remain so. We compet¢herbasis of a number of factors,
including the quality of our employees, transactwsecution, our products and
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services, innovation and reputation and price. \Meshalways experienced intense competition oveioioiy advisory mandates, and we may
experience pricing pressures in our financial amtyi®usiness in the future as some of our compstieek to obtain increased market share by
reducing fees. Our primary competitors in our ficiahadvisory business are large financial indting, many of which have far greater
financial and other resources and much broademtaleationships than us and (unlike us) have tikyato offer a wide range of products,
from loans, deposit taking and insurance to brake@nd a wide range of investment banking servigbgh may enhance their competitive
position. They also have the ability to supportistment banking, including financial advisory seegi, with commercial banking, insurance
and other financial services and products in aoretb gain market share, which puts us at a coitigetlisadvantage and could result in
pricing pressures that could materially adverséfigcaour revenue and profitability. In the curremarket environment, we are also seeing
increased competition from independent boutiquesady firms focused primarily on mergers and acifjoiss advisory and/or restructuring
services. In addition, Park Hill Group operatesa inighly competitive environment and the barrierentry into the fund placement business
low.

Risks Related to Our Organizational Structure

Our common unitholders do not elect our general paer or vote on our general partner’s directors am@ve limited ability to influence
decisions regarding our business.

Our general partner, Blackstone Group Managemén€L,. which is owned by our senior managing direstonanages all of our
operations and activities. Blackstone Group Managerh.L.C. has a board of directors that is resf@dor the oversight of our business and
operations. Our general partner’'s board of direci®elected in accordance with its limited lidigitompany agreement, where our senior
managing directors have agreed that our foundepth&h A. Schwarzman, will have the power to appaiat remove the directors of our
general partner. The limited liability company agrent of our general partner provides that at ook as Mr. Schwarzman should cease t
a founder, Hamilton E. James will thereupon sucddedSchwarzman as the sole founding member ofyeneral partner, and thereafter such
power will revert to the members of our generatipar (our senior managing directors) holding a migjén interest in our general partner.

Our common unitholders do not elect our generahgaror its board of directors and, unlike the leaddof common stock in a corporati
have only limited voting rights on matters affegtiour business and therefore limited ability tduahce decisions regarding our business.
Furthermore, if our common unitholders are disfiatiswith the performance of our general partnieeythave little ability to remove our
general partner. Our general partner may not bevethunless that removal is approved by the voteeholders of not less than two-thirds of
the voting power of our outstanding common unitd special voting units (including common units apecial voting units held by the general
partner and its affiliates) and we receive an apirof counsel regarding limited liability mattefss of December 31, 2009, Blackstone Partners
L.L.C., an entity wholly owned by our senior mamagirectors, had 79% of the voting power of ThadBktone Group L.P. limited partners.
Therefore, our senior managing directors have Hiléyato remove or block any removal of our gerigrartner and thus control The Blackstc
Group L.P.

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

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

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

As a result of these matters and the provisiorermed to under “~©ur common unitholders do not elect our generahgaror vote on ot
general partner’s directors and have limited gbititinfluence decisions regarding our businesat,ammmon unitholders may be deprived of
an opportunity to receive a premium for their comnuaits in the future through a sale of The BlaskstGroup L.P., and the trading prices of
our common units may be adversely affected by bisemce or reduction of a takeover premium in theitig price.

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

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

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

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

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

» our general partner is allowed to take into accolatinterests of parties other than us in resgleionflicts of interest, which has
effect of limiting its duties (including fiduciarguties) to our common unitholders. For example,sulsidiaries that serve as the
general partners of our investment funds have fatyand contractual obligations to the investarthiose funds and certain of our
subsidiaries engaged in our advisory business bawiactual duties to their clients, as a resulwbith we expect to regularly take
actions that might adversely affect our 1-term results of operations or cash flc

* because our senior managing directors hold theicktone Holdings Partnership Units directly ootigh entities that are not
subject to corporate income taxation and The BlackesGroup L.P. hold
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Blackstone Holdings Partnership Units through wollvned subsidiaries, some of which are subjecbtporate income taxatio
conflicts may arise between our senior managingcttirs and The Blackstone Group L.P. relating ¢osilection and structuring of
investments

other than as set forth in the non-competition mowksolicitation agreements to which our senior agémg directors are subject,
which may not be enforceable, affiliates of oureyahpartner and existing and former personnel eysal by our general partner
are not prohibited from engaging in other busingsseactivities, including those that might be iredt competition with us

our general partner has limited its liability amdiuced or eliminated its duties (including fidugiduties) under the partnership
agreement, while also restricting the remedieslavi@ to our common unitholders for actions thathaut these limitations, might
constitute breaches of duty (including fiduciantyjuln addition, we have agreed to indemnify oangral partner and its affiliates
to the fullest extent permitted by law, except wigspect to conduct involving bad faith, fraud élitful misconduct. By purchasing
our common units, common unitholders will have adrand consented to the provisions set forth inpaanership agreement,
including the provisions regarding conflicts ofdrgst situations that, in the absence of such giang, might constitute a breach of
fiduciary or other duties under applicable state, |

our partnership agreement does not restrict ouerg¢partner from causing us to pay it or its &ffés for any services rendered, or
from entering into additional contractual arrangataevith any of these entities on our behalf, sglas the terms of any such
additional contractual arrangements are fair andorable to us as determined under the partneaghg@ment

our general partner determines how much debt we iaed that decision may adversely affect our ¢tmedings;
our general partner determines which costs incusyeitl and its affiliates are reimbursable by

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

our general partner decides whether to retain agpaounsel, accountants or others to performes\br us

See “Part lll. Item 13. Certain Relationships, RedaTransactions and Director Independence” &ait‘lll. Item 10. Directors, Executi
Officers and Corporate Governance—Partnership Mamagt and Governance—Conflicts Committee.”

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

Our partnership agreement contains provisionswaate or consent to conduct by our general pamnerits affiliates that might
otherwise raise issues about compliance with fihycduties or applicable law. For example, ourmenghip agreement provides that when our
general partner is acting in its individual cappacits opposed to in its capacity as our generah@arit may act without any fiduciary
obligations to us or our common unitholders whatsoeWhen our general partner, in its capacityasgeneral partner, is permitted to or
required to make a decision in its “sole discrétion“discretion” or that it deems “necessary opegpriate” or “necessary or advisable,” then
our general partner is entitled to consider onlshsinterests and factors as it desires, includsgwn interests, and has no duty or obligation
(fiduciary or otherwise) to give any consideratiorany interest of or factors affecting us or amjited partners and will not be subject to any
different standards imposed by the partnershipeageat, the Delaware Limited Partnership Act or urathyy other law, rule or regulation or in
equity. These modifications of fiduciary duties axpressly permitted by Delaware law. Hence, weandommon unitholders only have
recourse and are able to seek remedies againgeaeral partner if our general partner breachesbiigations pursuant to our partnership
agreement. Unless
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our general partner breaches its obligations putsioeour partnership agreement, we and our comunitholders do not have any recourse
against our general partner even if our generdahpamere to act in a manner that was inconsistithttraditional fiduciary duties.

Furthermore, even if there has been a breach afliligations set forth in our partnership agreemeut partnership agreement provides that
our general partner and its officers and direcémesnot liable to us or our common unitholdersdioors of judgment or for any acts or
omissions unless there has been a final and nosatgdgde judgment by a court of competent jurisdictietermining that the general partner or
its officers and directors acted in bad faith ogaged in fraud or willful misconduct. These moditions are detrimental to the common
unitholders because they restrict the remediedablaito common unitholders for actions that withthwse limitations might constitute
breaches of duty (including fiduciary duty).

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

Also, if our general partner obtains the appro¥ahe conflicts committee of our general partnke tesolution will be conclusively
deemed to be fair and reasonable to us and naazlbiby our general partner of any duties it mag tswus or our common unitholders. This is
different from the situation with Delaware corpdoas, where a conflict resolution by a committeagisting solely of independent directors
may, in certain circumstances, merely shift thedbarof demonstrating unfairness to the plaintifin@non unitholders, in purchasing our
common units, are deemed as having consented frdkésions set forth in the partnership agreemiantuding provisions regarding conflicts
of interest situations that, in the absence of qarokisions, might be considered a breach of fidycor other duties under applicable state law.
As a result, common unitholders will, as a pradtimatter, not be able to successfully challengeformed decision by the conflicts
committee. See “Part Ill. Item 10. Directors, Extdee Officers and Corporate Governance—Partnerstdpagement and Governance—
Conflicts Committee.”

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

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

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

Our current intention is to distribute to our commamitholders substantially all of The Blackstone@ L.P.’s net after-tax share of our
annual Distributable Earnings in excess of amodatsrmined by our general
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partner to be necessary or appropriate to prowidéhe conduct of our business, to make appropiiatestments in our business and our funds,
to comply with applicable law, any of our debt nushents or other agreements, or to provide forréutlistributions to our unitholders for any
ensuing quarter. The declaration and payment ofdistyibutions will be at the sole discretion ofr @eneral partner, which may change our
distribution policy at any time. The Blackstone Gpd_.P. is a holding partnership and has no madtasisets other than the ownership of the
partnership units in Blackstone Holdings held tigtowholly owned subsidiaries. The Blackstone Grbuf has no independent means of
generating revenue. Accordingly, we intend to caBlsekstone Holdings to make distributions to igtpers, including The Blackstone Group
L.P.’s wholly-owned subsidiaries, to fund any diaitions The Blackstone Group L.P. may declarehencommon units. Distributable
Earnings is a non-GAAP measure intended to showath@unt of our net realized earnings.

Our ability to make cash distributions to our uaoitters will depend on a number of factors, inclgddimong others general economic
business conditions, our strategic plans and poispeur business and investment opportunitiesfinancial condition and operating results,
working capital requirements and anticipated casgds, contractual restrictions and obligationsuidiclg fulfilling our current and future
capital commitments, legal, tax and regulatoryrietidns, restrictions and other implications oe ffayment of distributions by us to our
common unitholders or by our subsidiaries to ussuah other factors as our general partner may delvant.

All of the foregoing is subject to the qualificatithat the declaration and payment of any distidimst are at the sole discretion of our
general partner and our general partner may chamgdistribution policy at any time.

Under the Delaware Limited Partnership Act, we maymake a distribution to a partner if after tigribution all our liabilities, other
than liabilities to partners on account of theirtparship interests and liabilities for which tleeourse of creditors is limited to specific prop:
of the partnership, would exceed the fair valuewfassets. If we were to make such an impermessiistribution, any limited partner who
received a distribution and knew at the time ofdfstribution that the distribution was in violatiof the Delaware Limited Partnership Act
would be liable to us for the amount of the disttibn for three years. In addition, the terms of @volving credit facility or other financing
arrangements may from time to time include covemanbther restrictions that could constrain odulitglio make distributions.

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

As part of the reorganization related to our itipiablic offering we acquired interests in our mesis from our predecessor owners. This
transaction has been accounted for partially aarester of interests under common control and g@lrtas an acquisition of non-controlling
interests. We accounted for the acquisition ofrtbe-controlling interests using the purchase metifatcounting, and reflected the excess of
the purchase price over the fair value of the tfaleghssets acquired and liabilities assumed asvgb@md other intangible assets on our
statement of financial condition. We have recor§i®d6.3 million of finite-lived intangible assets @ddition to $1.52 billion of goodwill). We
are amortizing these finite-lived intangibles ottegir estimated useful lives, which range betweesn dnd fifteen years, using the straight-line
method. In addition, as part of the reorganizati®lackstone personnel received an aggregate 0588,/625 Blackstone Holdings Partnership
Units, of which 439,711,537 were unvested. The tgdate fair value of the unvested Blackstone HadiRartnership Units (which was $31) is
being charged to expense as the Blackstone Holdagsership Units vest over the assumed servigedse which range up to eight years, on
a straight-line basis. The amortization of thesédilived intangible assets and of this non-caglitg-based compensation will increase our
expenses substantially during the relevant peraus as a result, we expect to record significahtosses for a number of years.
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We are required to pay our senior managing directdor most of the benefits relating to any addit@rtax depreciation or amortization
deductions we may claim as a result of the tax kastiep-up we received as part of the reorganizati@implemented in connection with our
IPO or receive in connection with future exchange$ our common units and related transactior

As part of the reorganization we implemented inngtion with our IPO, we purchased interests intuginess from our pre-IPO
owners. In addition, holders of partnership unit8lackstone Holdings (other than The BlackstoneuprL.P.’s wholly owned subsidiaries),
subject to the vesting and minimum retained owriprgquirements and transfer restrictions set forttne partnership agreements of the
Blackstone Holdings partnerships, may up to fomes each year (subject to the terms of the exchagigement) exchange their Blackstone
Holdings Partnership Units for The Blackstone Graup. common units on a one-for-one basis. A Bltarkes Holdings limited partner must
exchange one partnership unit in each of the fdacktone Holdings partnerships to effect an exghdor a common unit. The purchase and
subsequent exchanges are expected to result geses in the tax basis of the tangible and intdéangiisets of Blackstone Holdings that
otherwise would not have been available. Theseasss in tax basis may increase (for tax purpaegsgciation and amortization and
therefore reduce the amount of tax that The BlaclesGroup L.P.’s wholly owned subsidiaries thattasable as corporations for U.S. federal
income tax purposes, which we refer to as the ‘@ate taxpayers,” would otherwise be required tpipahe future, although the IRS may
challenge all or part of that tax basis increasd,acourt could sustain such a challenge.

The corporate taxpayers have entered into a t@v&ale agreement with our senior managing direcaod other pre-IPO owners that
provides for the payment by the corporate taxpatgetse counterparties of 85% of the amount of @aslings, if any, in U.S. federal, state and
local income tax or franchise tax that the corpwtakpayers actually realize as a result of theseases in tax basis and of certain other tax
benefits related to entering into the tax receigagreement, including tax benefits attributablpagments under the tax receivable agreement.
In addition, additional tax receivable agreemertgehbeen executed, and will continue to be executitd newly admitted Blackstone senior
managing directors and certain others who recelaeltone Holdings Partnership Units. This paynudrigation is an obligation of the
corporate taxpayers and not of Blackstone HoldiAgssuch, the cash distributions to public commpitholders may vary from holders of
Blackstone Holdings units (held by Blackstone persb and others) to the extent payments are madier e tax receivable agreements to
selling holders of Blackstone Holdings units. As flayments reflect actual tax savings receivedlbgktone entities, there may be a timing
difference between the tax savings received bykBtane entities and the cash payments to sellifdeh® of Blackstone holdings units. While
the actual increase in tax basis, as well as trmuatrand timing of any payments under this agre¢meah vary depending upon a number of
factors, including the timing of exchanges, the@f our common units at the time of the exchatigeextent to which such exchanges are
taxable and the amount and timing of our incomeewmect that as a result of the size of the inegasthe tax basis of the tangible and
intangible assets of Blackstone Holdings, the paymthat we may make under the tax receivable agrets will be substantial. The payments
under a tax receivable agreement are not conddiopen a tax receivable agreement counterpartyiraged ownership of us. We may need
to incur debt to finance payments under the tagivadle agreement to the extent our cash resoaredssufficient to meet our obligations
under the tax receivable agreements as a restithiofg discrepancies or otherwise.

Although we are not aware of any issue that woalgse the IRS to challenge a tax basis increas¢atheceivable agreement
counterparties will not reimburse us for any paytegmeviously made under the tax receivable agraeme a result, in certain circumstances
payments to the counterparties’ under the tax vabdé agreement could be in excess of the corptagpayers’ actual cash tax savings. The
corporate taxpayers’ ability to achieve benefitsrfrany tax basis increase, and the payments tcable omder the tax receivable agreements,
will depend upon a number of factors, as discuafede, including the timing and amount of our fatimcome.
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If The Blackstone Group L.P. were deemed “investment company” under the 1940 Act, applicalstestrictions could make it impractical
for us to continue our business as contemplated adild have a material adverse effect on our busiss

An entity will generally be deemed to be an “inweeht company” for purposes of the 1940 Act if:i{a$ or holds itself out as being
engaged primarily, or proposes to engage primadirilthe business of investing, reinvesting or tngdin securities; or (b) absent an applicable
exemption, it owns or proposes to acquire investraecurities having a value exceeding 40% of theevef its total assets (exclusive of U.S.
government securities and cash items) on an untdated basis. We believe that we are engaged pilimia the business of providing asset
management and financial advisory services anéhrtbe business of investing, reinvesting or trgdimsecurities. We also believe that the
primary source of income from each of our busing$s@roperly characterized as income earned ihange for the provision of services. We
hold ourselves out as an asset management anditshadvisory firm and do not propose to engagmarily in the business of investing,
reinvesting or trading in securities. Accordinglye do not believe that The Blackstone Group L.RniSorthodox” investment company as
defined in section 3(a)(1)(A) of the 1940 Act arebcribed in clause (a) in the first sentence &f plairagraph. Furthermore, The Blackstone
Group L.P. does not have any material assets titaarits equity interests in certain wholly ownedsidiaries, which in turn will have no
material assets (other than intercompany debt) oltta® general partner interests in the Blackstéolelings partnerships. These wholly owned
subsidiaries are the sole general partners of thekBtone Holdings partnerships and are vestedallitnanagement and control over the
Blackstone Holdings partnerships. We do not belibeeequity interests of The Blackstone Group infts wholly owned subsidiaries or the
general partner interests of these wholly ownedislidries in the Blackstone Holdings partnershigsimavestment securities. Moreover,
because we believe that the capital interestseofémeral partners of our funds in their respedtinels are neither securities nor investment
securities, we believe that less than 40% of Tleel&tone Group L.Fs'total assets (exclusive of U.S. government seéesiiand cash items) «
an unconsolidated basis are comprised of assdtsdhlal be considered investment securities. Adogiyg, we do not believe The Blackstone
Group L.P. is an inadvertent investment companyitiye of the 40% test in section 3(a)(1)(C) of 18210 Act as described in clause (b) in the
first sentence of this paragraph. In addition, whdve The Blackstone Group L.P. is not an investnsempany under section 3(b)(1) of the
1940 Act because it is primarily engaged in a norestment company business.

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

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

The market price of our common units could decéiee result of sales of a large number of commadts imthe market in the future or
the perception that such sales could occur. Thalss,sor the possibility that these sales may gaiso might make it more difficult for us to
sell common units in the future at a time and at a
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price that we deem appropriate. We had a totaD&{632,807 voting common units outstanding as bfary 19, 2010. Subject to the lock-up
restrictions described below, we may issue andrsdile future additional common units. Limited fo@rs of Blackstone Holdings own an
aggregate of 766,398,253 Blackstone Holdings Pesttife Units outstanding as of February 19, 201@adnnection with our initial public
offering, we entered into an exchange agreemehthdgtders of Blackstone Holdings Partnership Ufateer than The Blackstone Group
L.P.’s wholly owned subsidiaries) so that thesalbd, subject to the vesting and minimum retainedesship requirements and transfer
restrictions set forth in the partnership agreementhe Blackstone Holdings partnerships, mayoufotir times each year (subject to the terms
of the exchange agreement) exchange their Blackstamidings Partnership Units for The Blackstoneupra.P. common units on a one-for-
one basis, subject to customary conversion ratestrdgnts for splits, unit distributions and redliésstions. A Blackstone Holdings limited
partner must exchange one partnership unit in ehtte four Blackstone Holdings partnerships teefffan exchange for a common unit. The
common units we issue upon such exchanges woulebeicted securities,&s defined in Rule 144 under the Securities Adgsswe registe
such issuances. However, we have entered intoistnagn rights agreement with the limited parshef Blackstone Holdings that would
require us to register these common units undeBéwairities Act. See “Part Ill. Item 13. Certaind@enships, Related Transactions and
Director Independence—Transactions with Relateddter—Registration Rights Agreement”. While the panghip agreements of the
Blackstone Holdings partnerships and related agee&ncontractually restrict the ability of Blackséopersonnel to transfer the Blackstone
Holdings Partnership Units or The Blackstone GrbitBh common units they hold and require that theyntain a minimum amount of equity
ownership during their employ by us, these contr@gprovisions may lapse over time or be waiveddified or amended at any time.

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

As of February 19, 2010, we had granted 33,618pt@8tanding deferred restricted common units aBa8(847 outstanding deferred
restricted Blackstone Holdings Partnership Unitsiclv are subject to specified vesting requirementsur non-senior managing director
professionals and senior managing directors unale2@07 Equity Incentive Plan. The aggregate nurobeommon units and Blackstone
Holdings Partnership Units covered by our 2007 Buicentive Plan is increased on the first dagadh fiscal year during its term by a
number of units equal to the positive differen€aniy, of (a) 15% of the aggregate number of comondts and Blackstone Holdings
Partnership Units outstanding on the last day efithmediately preceding fiscal year (excluding Bkione Holdings Partnership Units held by
The Blackstone Group L.P. or its wholly-owned sdltzsies) minus (b) the aggregate number of comnmits and Blackstone Holdings
Partnership Units covered by our 2007 Equity InieenPlan as of such date (unless the administddttite 2007 Equity Incentive Plan should
decide to increase the number of common units dackBtone Holdings Partnership Units covered bypilhe by a lesser amount). An
aggregate of 161,277,157 additional common unitsBlackstone Holdings Partnership Units were atégldor grant under our 2007 Equity
Incentive Plan as of February 20, 2010. We haeel fd registration statement and intend to file toithl registration statements on Form S-8
under the Securities Act to register common urdteeced by our 2007 Equity Incentive Plan (includmgsuant to automatic annual increas
Any such Form S-8 registration statement will audtinally become effective upon filing. Accordinglggmmon units registered under such
registration statement will be available for sadhe open market.

In addition, our partnership agreement authorize®ussue an unlimited number of additional paghip securities and options, rights,
warrants and appreciation rights relating to pasni@ securities for the consideration and on ¢énms$ and conditions established by our
general partner in its sole discretion without &ipproval of any limited partners. In accordancéwlie Delaware Limited Partnership Act and
the provisions of our partnership agreement, we aisy issue additional partnership interests thaeltertain designations,
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preferences, rights, powers and duties that aferdiit from, and may be senior to, those applicelbmmon units. Similarly, the Blackstone
Holdings partnership agreements authorize the whuslined subsidiaries of The Blackstone Group L.Rictvare the general partners of those
partnerships to issue an unlimited number of adldi#i partnership securities of the Blackstone Hadipartnerships with such designations,
preferences, rights, powers and duties that aferdiit from, and may be senior to, those applictibtbe Blackstone Holdings partnerships
units, and which may be exchangeable for our comumits.

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

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

Risks Related to United States Taxation

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

The U.S. federal income tax treatment of commothatders depends in some instances on determisadiofact and interpretations of
complex provisions of U.S. federal income tax l@mwhich no clear precedent or authority may bélalvke. The U.S. federal income tax ru
are constantly under review by persons involvetthénlegislative process, the U.S. Internal Reve3emice, or “IRS,” and the U.S. Treasury
Department, frequently resulting in revised intetptions of established concepts, statutory chamgeisions to regulations and other
modifications and interpretations. The IRS payselattention to the proper application of tax lasvpartnerships. The present U.S. federal
income tax treatment of an investment in our comungits may be modified by administrative, legislator judicial interpretation at any time,
and any such action may affect investments and dgoments previously made. Changes to the U.S. féderame tax laws and interpretations
thereof could make it more difficult or impossiltitemeet the exception for us to be treated astagrahip for U.S. federal income tax purpc
that is not taxable as a corporation (referredstthe “Qualifying Income Exception”), affect or c&uus to change our investments and
commitments, affect the tax considerations of aestment in us, change the character or treatnigudrdons of our income (including, for
instance, the treatment of carried interest aargliincome rather than capital gain) and adverafgct an investment in our common units.
For example, as discussed above under “—Legisl&t@snbeen introduced in the U.S. Congress thatdydgnacted, preclude us from
qualifying as a partnership for U.S. federal incdmrepurposes or otherwise increase our tax ligbili this or any similar legislation or
regulation were to be enacted and apply to us, agdvincur a material increase in our tax liabilityat could result in a reduction in the value
of our common units”, the U.S. Congress has regemthsidered various legislative proposals to tedladr part of the capital gain and dividend
income that is recognized by an investment parigi@nd allocable to a partner affiliated with gponsor of the partnership (i.e., a portion of
the carried interest) as ordinary income to sucimpafor U.S. federal income tax purposes.

Our organizational documents and governing agre&prmit our general partner to modify our amenraiedi restated limited
partnership agreement from time to time, withoet tbnsent of the common unitholders, to addresaineshanges in U.S. federal income tax
regulations, legislation or interpretation. In sooireumstances, such revisions could have a matahieerse impact on some or all common
unitholders. Moreover, we will apply certain asstioms and conventions in an attempt to comply \&jbiplicable rules and to report income,
gain, deduction, loss and credit to common unitexddn a manner that reflects such common unitheldeneficial ownership of partnership
items, taking into account variation in unitholdsvnership interests during each taxable year becaiusading activity. More specifically, our
allocations of items of
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taxable income and loss between transferors andfengees of our units will be determined annualiyl, be prorated on a monthly basis and
will be subsequently apportioned among the unittiddn proportion to the number of units owned agteof them determined as of the
opening of trading of our units on the New York &d&xchange on the first business day of every moks a result, a unitholder transferring
units may be allocated income, gain, loss and demhgrealized after the date of transfer. Howetresse assumptions and conventions may
not be in compliance with all aspects of applicablerequirements. It is possible that the IRS agi$ert successfully that the conventions and
assumptions used by us do not satisfy the techrégaiirements of the Internal Revenue Code andfeasury regulations and could require
items of income, gain, deductions, loss or credd@uding interest deductions, be adjusted, reatied or disallowed in a manner that adversely
affects common unitholders.

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

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

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

Current law may change, causing us to be treatedcasporation for U.S. federal or state incomepasposes or otherwise subjecting us
to entity level taxation. See “—Legislation has@groduced in the U.S. Congress that would, #aed, preclude us from qualifying as a
partnership for U.S. federal income tax purposestioerwise increase our tax liability. If this aryasimilar legislation or regulation were to be
enacted and apply to us, we would incur a matar@kase in our tax liability that could resultameduction in the value of our common units”
For example, because of widespread state budgeitde$everal states are evaluating ways to stupgtnerships to entity level taxation
through the imposition of state income, franchisetber forms of taxation. If any state were to s a tax upon us as an entity, our
distributions to our common unitholders would beéueed.

Our common unitholders may be subject to U.S. feléncome tax on their share of our taxable inconmegardless of whether they receive
any cash distributions from us.

As long as 90% of our gross income for each taxadée constitutes qualifying income as definedaat®n 7704 of the Internal Rever
Code and we are not required to register as arsimant company under the 1940 Act on a continuagish we will be treated, for U.S. federal
income tax purposes, as a partnership and not assatiation or a publicly traded partnership téxab a corporation. Accordingly, each
unitholder will be required to take into accoustatlocable share of items of income, gain, lossdaduction of the Partnership. Distributions
to a unitholder will generally be taxable to thétbolder for U.S. federal income tax purposes daolyhe extent the amount distributed exceeds
the unitholder’s tax basis in the unit. That treain

52



Table of Contents

contrasts with the treatment of a shareholderdarporation. For example, a shareholder in a ceaitmor who receives a distribution of earni
from the corporation will generally report the distition as dividend income for U.S. federal incotae purposes. In contrast, a holder of our
units who receives a distribution of earnings fresrwill not report the distribution as dividend amee (and will treat the distribution as taxable
only to the extent the amount distributed excebdainitholder’s tax basis in the units), but wilsiead report the holder’s allocable share of
items of our income for U.S. federal income taxgmses. As a result, our common unitholders maybgest to U.S. federal, state, local and
possibly, in some cases, foreign income taxatiotheir allocable share of our items of income, ghiss, deduction and credit (including our
allocable share of those items of any entity inchihie invest that is treated as a partnership othisrwise subject to tax on a flow through
basis) for each of our taxable years ending wittvitiin your taxable year, regardless of whethematra common unitholder receives cash
distributions from us.

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

The Blackstone Group L.Ps interest in certain of our businesses are helddatigh Blackstone Holdings I/l GP Inc. or Blackstoa Holdings
IV GP L.P., which are treated as corporations for.8l federal income tax purposes; such corporationay be liable for significant taxe
and may create other adverse tax consequences, wbtizld potentially adversely affect the value auy investment.

In light of the publicly traded partnership rulesder U.S. federal income tax law and other requéneisy The Blackstone Group L.P.
holds its interest in certain of our businessesugh Blackstone Holdings I/1l GP Inc. or Blackstdfeldings IV GP L.P., which are treated as
corporations for U.S. federal income tax purpoBesh such corporation could be liable for significd.S. federal income taxes and applic:
state, local and other taxes that would not othevie incurred, which could adversely affect tHaevaf our common units.

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

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

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

If a holder of our common units sells the commoitsuib holds, it will recognize a gain or loss ebtathe difference between the amount
realized and the adjusted tax basis in those comunits. Prior distributions to such common unitreslth excess of the total net taxable
income allocated to such common unitholder, whiebrdased the tax basis in its common units, widiffact become taxable income to such
common unitholder if the common units are sold ptiee greater than such common unitholder’s tesisha those common units, even if the
price is less than the original cost. A portiortted amount realized, whether or not representimg, gaay be ordinary income to such common
unitholder.

53



Table of Contents

If we were not to make, or cause to be made, areotlise available election under Section 754 of théernal Revenue Code to adjust ol
asset basis or the asset basis of certain of thecB$tone Holdings partnerships, a holder of commenits could be allocated more taxable
income in respect of those common units prior t@pdsition than if such an election were made.

We currently do not intend to make, or cause tmbéde, an election to adjust asset basis undero®etii4 of the Internal Revenue Code
with respect to us, Blackstone Holdings Il L.P Blackstone Holdings IV L.P. If no such electiormade, there will generally be no
adjustment to the basis of the assets of Blackdtmieings IIl L.P. or Blackstone Holdings IV L.Ppan our acquisition of interests in
Blackstone Holdings Il L.P. or Blackstone HoldingsL.P. in connection with our initial public offing, or to our assets or to the assets of
Blackstone Holdings Il L.P. or Blackstone HoldingsL.P. upon a subsequent transferee’s acquisafadommon units from a prior holder of
such common units, even if the purchase pricelfosd interests or units, as applicable, is greéhsar the share of the aggregate tax basis ¢
assets or the assets of Blackstone Holdings 11l acMBlackstone Holdings IV L.P. attributable t@$e interests or units immediately prior to
the acquisition. Consequently, upon a sale of aatdsy us, Blackstone Holdings Il L.P. or BlackstdHoldings IV L.P., gain allocable to a
holder of common units could include built-in g&irthe asset existing at the time we acquired tlmseests, or such holder acquired such
units, which built-in gain would otherwise geneydile eliminated if a Section 754 election had beade.

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

In light of our investment activities, we will beeaited as engaged in a U.S. trade or business $orféteral income tax purposes, which
may cause some portion of our income to be treadesffectively connected income with respect to-do®. holders, or “ECI.” Moreover,
dividends paid by an investment that we make i@ah €state investment trust, or “REIT,” that atelaitable to gains from the sale of U.S. real
property interests and sales of certain investmiaritgerests in U.S. real property, including $ta¢ certain U.S. corporations owning
significant U.S. real property, may be treated @$ \Eith respect to non-U.S. holders. In additioestain income of non-U.S. holders from U.S.
sources not connected to any such U.S. trade améasssconducted by us could be treated as EChd extent our income is treated as ECI,
non-U.S. holders generally would be subject to atting tax on their allocable shares of such inepwould be required to file a U.S. federal
income tax return for such year reporting theio@dble shares of income effectively connected wiitth trade or business and any other
income treated as ECI, and would be subject to fédral income tax at regular U.S. tax rates gnsarch income (state and local income
taxes and filings may also apply in that event)nNbS. holders that are corporations may also bgstito a 30% branch profits tax on their
allocable share of such income. In addition, certacome from U.S. sources that is not ECI alloedablnon-U.S. holders may be reduced by
withholding taxes imposed at the highest effectipplicable tax rate.

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

In light of our investment activities, we will beeaited as deriving income that constitutes “uneeldiusiness taxable income,” or “UBTI.”
Consequently, a holder of common units that isxeebempt organization may be subject to “unreldtesiness income tax” to the extent that
its allocable share of our income consists of UBVtax-exempt partner of a partnership could batee as earning UBTI if the partnership
regularly engages in a trade or business thatridated to the exempt function of the tax-exemptrga, if the partnership derives income from
debt-financed property or if the partnership ins¢itself is debt-financed.
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We cannot match transferors and transferees of coomunits, and we have therefore adopted certaindnte tax accounting positions that
may not conform with all aspects of applicable teequirements. The IRS may challenge this treatmentich could adversely affect the
value of our common units.

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

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

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

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

We do not expect to be able to furnish to each tinlter specific tax information within 90 days aft¢he close of each calendar year, which
means that holders of common units who are U.S.gayers should anticipate the need to file annuadlyequest for an extension of the due
date of their income tax return. In addition, it ipossible that common unitholders may be requiredite amended income tax returns.

It will most likely require longer than 90 dayseafthe end of our fiscal year to obtain the reqaisiformation from all lower-tier entities
so that K-1s may be prepared for the Partnershuipthis reason, holders of common units who are tdpayers should anticipate the need to
file annually with the IRS (and certain statesgquest for an extension past April 15 or the otlimxapplicable due date of their income tax
return for the taxable year. In addition, it is gibge that a common unitholder will be requiredik® amended income tax returns as a result of
adjustments to items on the corresponding incomeetairns of the partnership. Any obligation faursdtholder to file amended income tax
returns for that or any other reason, including emsts incurred in the preparation or filing of lsueturns, are the responsibility of each
common unitholder.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.

ITEM 2. PROPERTIES

Our principal executive offices are located in kghsffice space at 345 Park Avenue, New York, NewkYWe also lease other office
space in New York for GSO and we lease our offinestlanta, Boston,
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Chicago, Dallas, Houston, Los Angeles, Menlo P8dqg Francisco, London, Paris, Mumbai, ShanghajirgeiTokyo and Hong Kong. We do
not own any real property. We consider these t&slito be suitable and adequate for the manageaneindbperations of our business.

ITEM 3. LEGAL PROCEEDINGS

We may from time to time be involved in litigatiand claims incidental to the conduct of our busin€ur businesses are also subject to
extensive regulation, which may result in regulataroceedings against us. See “ltem 1A. Risk Fat@oove. We are not currently subject to
any pending judicial, administrative or arbitratiproceedings that we expect to have a material égtnpaour consolidated financial stateme

In December 2007, a purported class of shareholdgrgblic companies acquired by one or more peiegjuity firms filed a lawsuit
against sixteen private equity firms and investniemtks, including The Blackstone Group L.P., inltheted States District Court in
Massachusetts. The suit alleges that from 2163 defendants have violated antitrust laws kygallily conspiring to rig bids, restrict the sug
of private equity financing, fix the prices for g@t companies at artificially low levels, and deidp an alleged market for private equity
services for leveraged buyouts. The complaint seglactive relief on behalf of all persons whodekcurities to any of the defendants in
leveraged buyout transactions. The amended conplsio includes five purported sub-classes of gféérseeking damages and/or restitution
and comprised of shareholders of five companies.

In the spring of 2008, six substantially identicamplaints were brought against Blackstone and sufrite executive officers purporting
to be class actions on behalf of purchasers of comunits in Blackstone’s June 2007 initial publftedng. These suits were subsequently
consolidated into one complaint filed in the SouthBistrict of New York in October 2008 against 8atone, Stephen A. Schwarzman
(Blackstone’s Chairman and Chief Executive Offic@®ter G. Peterson (Blackstone’s former Seniolir€tzan), Hamilton E. James
(Blackstone’s President and Chief Operating Ofjiegrd Michael A. Puglisi (Blackstone’s Chief Fin&@lfficer at the time of the IPO). The
amended complaint alleged that (1) the IPO prosisests false and misleading for failing to discltss (a) certain investments made by
Blackstone’s private equity funds were performimgrby at the time of the IPO and were materiallypaited and (b) prior to the IPO the U.S.
real estate market had started to deteriorate reelyeaffecting the value of Blackstosgeal estate investments; and (2) the financiaestent
in the IPO prospectus were materially inaccuraiecipally because they overstated the value ofrihestments referred to in clause (1). In
September 2009 the District Court judge dismistedccbmplaint with prejudice, ruling that even iétallegations in the complaint were
assumed to be true, the alleged omissions were tieniak The plaintiffs are appealing the Distriaiu®t’s ruling.

Blackstone believes that the foregoing suits atalyowithout merit and intends to defend them vimesly.
ITEM4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
Not applicable.
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PART Il

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

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

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

Sales Price
2009 2008
High Low High Low
First Quarte! $ 9.1¢ $ 3.5 $22.5¢ $13.4(
Second Quarte $14.4¢ $ 6.8¢ $20.9¢ $15.91
Third Quartel $15.3¢ $ 8.54 $19.5( $14.0(
Fourth Quarte $17.22 $12.71 $15.9¢ $ 4.1%

The number of holders of record of our common uaét®f February 19, 2010 was 59. This does notdecthe number of unitholders
that hold shares in “street-name” through banksroker-dealers.

Cash Distribution Policy

With respect to fiscal year 2009, we have paidithistions of $0.90 per common unit to record hoddefrcommon units and we have
declared an additional distribution of $0.30 pemawon unit to common unitholders in respect of therth quarter of 2009 payable on
March 31, 2010 to holders of record of common uaithe close of business on March 15, 2010. We hiso declared a distribution of $0.22
per unit in respect of 2009 to be paid to the Bsaoke personnel and others who are limited parwfdise Blackstone Holdings partnerships,
payable on March 31, 2010 to holders of recordlatBstone Holdings partnership units at the clddauginess on December 31, 2009. These
distributions related to fiscal year 2009 represérmur net after-tax share of our annual AdjustaghC~low from Operations in excess of
amounts determined by our general partner to bessacy or appropriate to provide for the conducufbusiness, to make appropriate
investments in our business and our funds, to cpmth applicable law, any of our debt instrumentother agreements, or to provide for
future distributions to our common unitholders &y ensuing quarter.

As previously disclosed, public common unitholdeese entitled to a priority distribution of up t&.20 per common unit per year ahead
of Blackstone personnel and others regarding tigiins made in respect of fiscal periods from dyl2007 through December 31, 2009. On
December 31, 2009, that distribution priority ended therefore all future distributions after th&tribution referred to in the preceding
paragraph will be made on the same basis amomglaiers of Blackstone Holdings partnership unitddtby Blackstone personnel and others)
and all holders of Blackstone common units (helgblglic unitholders and others). Had the distribatpriority not been in effect in 2009 so
that 2009 cash distributions were made to all whitbrs on the same basis, the distributions to comuamitholders in respect of fiscal 2009
would have been $0.48 per unit instead of $1.2Qpér

For distributions related to fiscal year 2010 amer¢after we will no longer use Adjusted Cash Hian Operations to determine
distributions. Going forward we intend to use oustBbutable Earnings for purposes of determinimg distributions to our unitholders.
Distributable Earnings is a non-GAAP measure ingehid show the amount of our net realized earniDggributable Earnings, which is a
component of Economic Net Income, is the sum actySeotal Reportable Segments of (a) Total Managetnrand Advisory Fees, (b) Interest
and Dividend Revenue, (c) Other Revenue, (d) RedlRerformance Fees and Allocations, and (e) Rehlirvestment Income (Loss) less
(a) Base Compensation, (b) Realized Performancé&E#ed Compensation, (c) Other Operating Expemségd) Cash Taxes.
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Our current intention is to distribute to our commamitholders substantially all of The Blackston®@ L.P.’s net after-tax share of our
annual Distributable Earnings in excess of amodatsrmined by our general partner to be necessapmopriate to provide for the conduct
of our business, to make appropriate investmentsiirbusiness and our funds, to comply with appliedaw, any of our debt instruments or
other agreements, or to provide for future distidns to our unitholders for any ensuing quarteac&ise we will not know what our
Distributable Earnings will be for any fiscal yaantil the end of such year, we expect that out fhreee quarterly distributions in respect of any
given year will be based on our anticipated anzedliNet Fee Related Earnings. As such, the disimitsifor the first three quarters will likely
be smaller than the final quarterly distributiorr@spect of such year, which we expect to alsaidetealized Performance Fees and
Allocations net of related compensation and redlizet investment income.

In most years the aggregate amounts of our distoibsi to unitholders will not equal our Distributalicarnings for that year. Distributa
Earnings will only be a starting point for our deténation of the amount to be distributed to unideos because as noted above, in determining
the amount to be distributed we will subtract frBistributable Earnings any amounts determined bygemeral partner to be necessary or
appropriate to provide for the conduct of our bass) to make appropriate investments in our busiaed our funds, to comply with applicable
law, any of our debt instruments or other agreementto provide for future distributions to ourtliolders for any ensuing quarter.

All of the foregoing is subject to the qualificatithat the declaration and payment of any distidimst are at the sole discretion of our
general partner and our general partner may chamgdistribution policy at any time.

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

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

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

* Third, The Blackstone Group L.P. distributes it$ steare of such distributions to our common uniko$ on a pro rata bas

Because the wholly-owned subsidiaries of The Blawies Group L.P. must pay taxes and make paymeuder dhe tax receivable
agreements described in the Notes to ConsolidatddCambined Financial Statements, Footnote 15—B@IRarty Transactions, the amounts
ultimately distributed by The Blackstone Group Lt&its common unitholders in respect of fiscal @@hd subsequent years are expected to be
different, and in many years likely less, on ayit basis, than the amounts distributed by thel&itone Holdings partnerships to the
Blackstone personnel and others who are limitethpes of the Blackstone Holdings partnerships speet of their Blackstone Holdings
partnership units.

In addition, the partnership agreements of the IBleme Holdings partnerships provide for cash ihistions, which we refer to as “tax
distributions,” to the partners of such partnershfgghe wholly-owned subsidiaries of The Blackstddroup L.P. which are the general partners
of the Blackstone Holdings partnerships determntia the taxable income of the relevant partnerghiiive rise to taxable income for its
partners. Generally, these tax distributions wélldomputed based on our estimate of the net takaddene of the relevant partnership alloc:
to a partner multiplied by an assumed tax rate ldguae highest effective marginal combined U&ldfral, state and local income tax rate
prescribed for an individual or corporate resident
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in New York, New York (taking into account the nealdictibility of certain expenses and the charaafteur income). The Blackstone
Holdings partnerships will make tax distributiomdyoto the extent distributions from such partngrstor the relevant year were otherwise
insufficient to cover such tax liabilities.

Under the Delaware Limited Partnership Act, we maymake a distribution to a partner if after tigtribution all our liabilities, other
than liabilities to partners on account of theirtparship interests and liabilities for which tleeourse of creditors is limited to specific prog:
of the partnership, would exceed the fair valuewfassets. If we were to make such an impermessiistribution, any limited partner who
received a distribution and knew at the time ofdistribution that the distribution was in violatiof the Delaware Limited Partnership Act
would be liable to us for the amount of the disttibn for three years. In addition, the terms of @yolving credit facility or other financing
arrangements may from time to time include covemanbther restrictions that could constrain ouilitglio make distributions.

Common Unit Repurchases in the Fourth Quarter of 209

In January 2008, the Board of Directors authoridedrepurchase of up to $500 million of Blackstenenmon units and Blackstone
Holdings Partnership Units. Under this unit repassd program, units may be repurchased in open maaksactions, in privately negotiated
transactions or otherwise. The unit repurchaserprognay be suspended or discontinued at any timelaes not have a final specified date.
No purchases of our common units were made by os our behalf during the quarter ended Decembg?@19. Se‘Part Il—Item 8.
Financial Statements and Supplementary Data—NotE€shsolidated and Combined Financial Statementste-l®. Net Loss Per Common
Unit” and “Part I—Item 7. Management’s Discussiard&nalysis of Financial Condition and Results @e@ations—Liquidity and Capital
Resources—Our Future Sources of Cash and Liquitids” for further information regarding this urépurchase program.

As permitted by our policies and procedures goveytiansactions in our securities by our directexgcutive officers and other
employees, from time to time some of these persmsestablish plans or arrangements complying Ritle 10b5-1 under the Exchange Act,
and similar plans and arrangements relating tacoormon units and Holdings units.
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ITEM 6. SELECTED FINANCIAL DATA

The consolidated and combined statements of fiahwondition and income data as of and for the figars ended December 31, 2009
have been derived from our consolidated and condbfinancial statements. The audited Consolidated@embined Statements of Financial
Condition as of December 31, 2009 and 2008 and @iolated and Combined Statements of Operationthioyears ended December 31, 2
2008 and 2007 are included elsewhere in this F@+K.IThe audited Consolidated and Combined Statésrafrinancial Condition as of
December 31, 2007, 2006 and 2005 and Consolida€ambined Statements of Operations for the yeaded December 31, 2006 and 2005
are not included in this Form 10-K. Historical rits@re not necessarily indicative of results fioy &uture period.

The selected consolidated and combined financial staould be read in conjunction with “ltem 7. Mgements Discussion and Analy:
of Financial Condition and Results of Operationsl @ur consolidated and combined financial statésn@nd related notes included elsewhere

in this Form 10-K.

Revenues

Management and Advisory Fe

Performance Fees and Allocatic

Investment Income (Los:

Interest and Dividend Revenue and Ol

Total Revenues
Expenses

Compensation and Benefits |

General, Administrative and Oth

Interest Expens

Fund Expense

Total Expenses
Other Income (Loss)

Net Gains (Losses) from Fund Investment Activi
Income (Loss) Before Provision (Benefit) for Taxe
Provision (Benefit) for Taxes
Net Income (Loss)

Net Income (Loss) Attributable to Redeemable Nc-
Controlling Interests in Consolidated Entities
Net Income (Loss) Attributable to Nor- Controlling

Interests in Consolidated Entities
Net Income (Loss) Attributable to Nor- Controlling
Interests in Blackstone Holdings
Net Income (Loss) Attributable to The Blackstone
Group L.P.

Year Ended December 31,

2009 2008 2007 2006 2005
(Dollars in Thousands)
$1,482,22 $1,476,35 $1,566,04 $1,077,131 $ 478,90¢
221,09( (1,247,320 1,126,64l 1,267,76. 880,90t
40,60¢ (622,87°) 333,76: 259,73t 206,29¢
29,77¢ 44,47¢ 23,69¢ 12,79( 2,12
1,773,69! (349,36)) 3,050,14: 2,617,42! 1,568,23:
3,777,601 3,859,78 2,256,64 250,06° 182,60
443,57 440,77¢ 324,20( 122,39¢ 87,41
13,38¢ 23,00¢ 32,08( 36,93: 23,83(
7,29¢€ 63,03: 151,91° 143,69¢ 67,97:
4,241,85! 4,386,60:. 2,764,84. 553,08¢ 361,81¢
176,69 (872,33f) 5,423,13. 6,090,14! 4,071,041
(2,291,46)) (5,608,29) 5,708,43 8,154,48!  5,277,45
99,23( (14,145 47,69 31,93¢ 12,26(
(2,390,69) (5,594,15) 5,660,74: 8,122,55.  5,265,19"
131,09° (632,499 628,35 593,32¢ 421,68(
(14,329 (159,829 4,510,88: 5,263,01 3,512,85
(1,792,17) (3,638,79) 857,02: 2,266,200  1,330,66.
$ (715,29)  $(1,163,03) $(33551) $ — 3 —
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Year Ended December 31
2009 2008 2007 2006 2005
(Dollars in Thousands

June 19, 2007
through
December 31, 2007

Net Loss Per Common Uni—Basic and Diluted (2)

Common Units Entitled to Priority Distributiol $(2.4¢€) $(4.32) $ (1.2¢) N/A  N/A
Common Units Not Entitled to Priority Distributiol $(3.70) $(3.06) N/A N/A N/A
Priority Distributions Declared (3) $ 0.9C $1.2C $ 0.3C N/A N/A

(1) Prior to the IPO in June 2007, our compensaiuth benefits expense reflected compensation (phinsalary and bonus) paid or
accrued solely to our non-senior managing direetoployees. Subsequent to our IPO, our compensatidtenefits expense
reflects (1) employee compensation and benefitersg paid and payable to our employees, includimgenior managing
directors, (2) equity-based compensation associaifdgrants of equity-based awards to senior magagirectors, other
employees and selected other individuals engagedribusinesses, including the amortization oégliity granted to existing
employees at the time of the IPO, and (3) perfogagrayment arrangements for Blackstone personngbiniit sharing interests
carried interest

(2) Prior to our IPO in June 2007, we did not hamg Blackstone common units. Accordingly, we hadamings per common unit for
the prior periods. Please refer to “ltem 7. Managet's Discussion and Analysis of Financial Conditand Results of
Operation—Significant Transactio—Reorganizatio” for further discussior

(3) Distributions declared reflects the calendar dattealaration for each distribution; the fourth cpea distribution, if any, for an
fiscal year will be declared and paid in the sulbeed fiscal year. For fiscal 2007 we declared aaid gistributions per common
unit of $0.60, for fiscal year 2008 we declared padl distributions per common unit of $0.90 andffecal year 2009 we declared
and paid distributions per common unit of $0.90 hade declared a final distribution per common oh$0.30.

As of December 31
2009 2008 2007 2006 2005
(Dollars in Thousands)

Statement of Financial Condition Data

Total Assets (a $9,409,02. $9,489,05 $13,17524  $33,891,04 $21,121,12
Senior Note: $ 588,62: $ — $ — $ — $ —
Total Liabilities $2,865,49. $3,370,61. $ 2,890,96¢ $ 2,373,27. $ 2,082,77.
Redeemable N¢-Controlling Interests il

Consolidated Entitie $ 526,31 $ 362,46 $ 2,438,26/ $ 6,060,44. $ 4,333,75
Partner’ Capital $6,017,22;  $5,755,98° $ 7,846,01' $25,457,32  $14,704,59

(@) The decrease in total assets from December 31, &00@005 to December 31, 2009, 2008 and 2007eisadthe deconsolidation of tl
Blackstone Funds as described in “—Item 7. Manageg'®iscussion and Analysis of Financial Conditeomd Results of Operations—
Significant Transactio—Consolidation and Deconsolidation of Blackstoned=".
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ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

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

On March 3, 2008, we acquired GSO Capital PartrigPsand certain of its affiliates (“GSO”). GSO is afternative asset manager
specializing in the leveraged finance marketpld&880 manages various credit-oriented funds, sepyratanaged accounts and collateralized
loan obligation (“CLQO”) vehicles. GSO’s results frothe date of acquisition are included in our Cteid Marketable Alternatives segment.

During 2007 we consummated a humber of signifit@msactions, including the reorganization on Jurge 2007, the concurrent
completion of our initial public offering and sad& non-voting common units to Beijing Wonderfulelstments on June 27, 2007, and the
deconsolidation of a number of Blackstone Fundeg¢éfe June 27, 2007 and July 1, 2007). Theses&retions have had significant effects on
many of the items within our consolidated and comthifinancial statements and affect the comparafayur results for periods following the
transactions with those of prior years.

Our Business

Blackstone is one of the largest independent maraxjerivate capital in the world. We also provaaide range of financial advisory
services, including corporate and mergers and aitiguis advisory, restructuring and reorganizatidmisory and fund placement services.

Our business is organized into four business setgnen

* Private Equity. We are a world leader in private equity investingying managed five general private equity fundsyell as one
specialized fund focusing on media and communioati@lated investments, since we established ttggbss in 1987. In addition,
we are in the process of raising our seventh prieguity fund and are seeking to launch new investrfunds to make
infrastructure and clean technology investmentsodgh our private equity funds we pursue transastibroughout the world,
including leveraged buyout acquisitions of seas@wdpanies, transactions involving growth equitgtart-up businesses in
established industries, minority investments, coapopartnerships, distressed debt, structuredifeswand industry consolidatior
in all cases in strictly friendly transactiot

* Real Estate.We are a world leader in real estate investing aitlassortment of real estate funds that are dfiiesrgeographically
and across a variety of sectors. We launched mtrréal estate fund in 1994 and have managedogigrtunistic real estate funds,
two internationally focused real estate funds, eopean focused real estate fund and a number loéstste debt investment funds.
Our real estate funds have made significant investain lodging, major urban office buildings andaaiety of real estate operati
companies. In addition, our debt investment fuiadget real estate non-controlling debt relatedstwent opportunities in the
public and private markets, primarily in the Unitethtes and Europ

» Credit and Marketable Alternatives. Established in 1990, our credit and marketableratives segment is comprised of |
management of funds of hedge funds, credit-orieftrds, CLO vehicles and publicly-traded closed-andual funds, in many of
which we are a world leader. These products asndgd to provide investors with greater levelswfent income and for certain
products, a greater level of liquidit

» Financial Advisory . Our financial advisory segment serves a diversegéotohl group of clients with corporate and mergerd
acquisitions advisory services, restructuring aeaganization advisory services and fund placersemntices for alternative
investment funds
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We generate our revenue from fees earned pursmaonntractual arrangements with funds, fund inwssamd fund portfolio companies
(including management, transaction and monitorees}, and from corporate and mergers and acquisiidvisory services, restructuring and
reorganization advisory services and fund placersentices for alternative investment funds. We &twe the funds we manage and, in most
cases, receive a preferred allocation of inconee, @ “carried interest”) or an incentive fee framinvestment fund in the event that specified
cumulative investment returns are achieved. Thepomsition of our revenues will vary based on madgetditions and the cyclicality of the
different businesses in which we operate. Net iteest gains and resultant investment income geseiat the Blackstone Funds, principally
private equity and real estate funds, are drivemdye created by our operating and strategicaitivies as well as overall market conditions.
Our funds initially record fund investments at cast then such investments are subsequently rettatdair value. Fair values are affected by
changes in the fundamentals of the portfolio comngptre portfolio company industry, the overall economy as well as otherketaconditions

Business Environment

World equity and debt markets continued to impriovhe second half of 2009 in anticipation of sirstd economic recovery. The Uni
States and several other developed economies eettwrgrowth, benefiting in part from governmergrsging programs, and emerging
economies grew more sharply. In the U.S., desgpitgible evidence of economic recovery, unemploymemiains high and consumer credit
trends remain weak.

Equity indices improved dramatically throughout 2@8om multi-year lows reached early in the yeangw valuations suffered from
investor despondency and massive mutual and hedgeviithdrawals. Global equity indices in developedions increased 20-30% in 2009.
Improvement was more pronounced in developing natiwith equity indices increasing 60-100%.

Similarly, credit indices rose sharply, fueled yproving economic data and a significant increasgeimand and liquidity. High yield
credit spreads tightened roughly 1,100 basis pain2909, and implied default rates declined t®?2¥ersus 12-15% earlier in 2009. Average
leveraged loan prices improved from 62% of pahatend of 2008 to 87% at year-end 2009.

In real estate, fundamentals are beginning to ssigms of having reached bottom. For office propsttivhere trends tend to lag the
overall economy, vacancy rates appear to haveligidhiwith some markets showing signs of decrgagatancy. In hospitality, demand
appears to have bottomed as well, although pri@ngains pressured. Revenue per average room (“RRY)PAn important hospitality indust
metric, continued to decline, but that decline diemoderated in the fourth quarter of 2009. U.8vRAR has historically been highly
correlated with changes in GDP and corporate mofihich are both being forecasted to improve b0’ he combination of these factors is
expected to set the stage for a recovery in lodflindamentals. However, the timing and magnitudinefrecovery are difficult to determine.

Real estate capital markets have improved dranligti€ublic REITs in the U.S. raised $25 billion @djuity in 2009, and the REIT Index
more than doubled from its low in March 2009. Pabéal estate debt (CMBS and REIT unsecured) yi@tisened meaningfully. Private real
estate markets have recently started showing sifjinsprovement, and private debt capital has begueturn to the market.

Commodity prices materially increased in 2009. @ites, for example, rose nearly 80%. The U.Sadoelleakened, pressured by
historically low interest rates coupled with hedagrrowing. The U.S. dollar fell against each of Exgo and Pound Sterling by 2% and 10%,
respectively. Global monetary policy has remaine/\accommodative throughout the economic downtamd,there are some initial signs of
foreign governments tightening, although the ot monetary policy is uncertain.

The extent of the current economic improvemenniksnown. Blackstona businesses are materially affected by conditiotise financia
markets and economic conditions in the U.S., Wadterrope, Asia and, to a lesser extent, elsewinetteei world.
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Significant Transactions
Reorganization

The Blackstone Group L.P. (“Blackstone” or the ‘tRarship”) was formed as a Delaware limited paghgron March 12, 2007. The
Partnership is managed and operated by its gepariader, Blackstone Group Management L.L.C., widh turn wholly-owned and
controlled by one of Blackstone’s founders, StepheBchwarzman, and Blackstone’s other senior miagagjrectors.

The activities of the Partnership are conductedudh its holding partnerships: Blackstone Holdihgs; Blackstone Holdings Il L.P.;
Blackstone Holdings Il L.P.; Blackstone Holdings1L.P.; and Blackstone Holdings V L.P (collectivethie “Holding Partnerships”). On
June 18, 2007, in preparation for an initial pulblifering, the predecessor owners of the Blackstarggness completed a reorganization (the
“Reorganization”) whereby, with certain limited extions, the operating entities of the predecesgganization and the intellectual property
rights associated with the Blackstone name werériborted (“Contributed Businesses”) to these fiwdding partnerships either directly or
indirectly via a sale to certain wholly owned sulisiies of the Partnership and then a contributiotine Holding Partnerships. The Partnership,
through its wholly owned subsidiaries, is the spgaeral partner in each of these Holding Partnpssfiihe reorganization was accounted for as
an exchange of entities under common control fercthmponent of interests contributed by the Fouded the other senior managing
directors (collectively, the “Control Group”) and an acquisition of nonentrolling interest using the purchase methodcabanting for all the
predecessor owners other than the Control Group.

Undistributed earnings of the Contributed Busingdkeough the date of the Reorganization inuretieédenefit of predecessor owners.

On January 1, 2009, the number of Holding Partrgssiias reduced from five to four through the tfansf assets and liabilities of
Blackstone Holdings Il L.P to Blackstone HoldindsL.P. In connection therewith, Blackstone Holdiny L.P. was renamed Blackstone
Holdings Il L.P. and Blackstone Holdings V L.P.swe&named Blackstone Holdings IV L.P. Blackstonddihgs refers to the five holding
partnerships prior to the January 2009 reorgaminand the four holding partnerships subsequetttetdanuary 2009 reorganization.

Holders of the limited partner interests in therfblolding Partnerships may, up to four times eagairyexchange their limited partners
interests (“Partnership Units”) for Blackstone Coomunits, on a one-to-one basis, exchanging on@é&ahip Unit in each of the four
Holding Partnerships for one Blackstone Common Whittil the Blackstone Common Units issued in sexbhanges are sold to third parties,
they will forgo any priority distributions undereafcash distribution policy as described in Note“N&t Loss Per Common Unit” in the “Notes
to the Consolidated and Combined Financial Statéshiém“Part 1l. Item 8. Financial Statements angplementary Data” of this filing.

Initial Public Offering

On June 27, 2007, the Partnership completed aalipitblic offering (“IPO”) of its Common Units regsenting limited partner interests
in the Partnership. Upon the completion of the IPp@hlic investors indirectly owned approximately 194 of the equity in Blackstone.
Concurrently with the IPO, the Partnership comuldtee sale of non-voting common units, represerdipgroximately 9.3% of the equity in
Blackstone, to Beijing Wonderful Investments, aveistment vehicle subsequently transferred to Clmwestment Corporation. On October
2008, the agreement with Beijing Wonderful Investisevas amended whereby it, and certain of itfiatfs, are restricted in the future from
engaging in the purchase of Blackstone common timéttswould result in its aggregate beneficial owghé in Blackstone on a fully-diluted
(as-converted) basis exceeding 12.5%, an increaseX0% at the date of the IPO. In addition, Blaoke common units owned by Beijing
Wonderful Investments or its affiliates in exce§4@% aggregate beneficial ownership in Blackstona fully-diluted (as-converted) basis are
not subject to any restrictions on transfer butreme-voting while held by Beijing Wonderful Investmts or its affiliates.
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The Partnership contributed the proceeds fromRi@ dnd the sale of non-voting common units to BgiliVonderful Investments to its
wholly-owned subsidiaries, which in turn used thpseeeds to (a) purchase interests in the ComégbBusinesses from the predecessor
owners (which interests were then contributed tcB$tone Holdings in exchange for neudgued Blackstone Holdings Partnership Units)
(b) purchase additional newly-issued Blackstonedihgls Partnership Units from Blackstone Holdings.

Consolidation and Deconsolidation of Blackstone Fds

Concurrently with the Reorganization, the ContrédgliBusinesses that act as a general partner ofsalgdated Blackstone Fund (with t
exception of Blackstone’s then existing proprietheglge funds and four of the funds of hedge futmis the necessary steps to grant rights to
the unaffiliated investors in each respective ftmgrovide that a simple majority of the fusdinaffiliated investors will have the right, withtc
cause, to remove the general partner of that furtd accelerate the liquidation date of that fuméé¢cordance with certain procedures. The
granting of these rights resulted in the deconatilich of such investment funds from the Partnefstipnsolidated financial statements and the
accounting of Blackstone’s interest in these fumader the equity method. With the exception ofaiarfunds of hedge funds, hedge funds and
credit-oriented funds, these rights became effeativ June 27, 2007 for all Blackstone Funds wHeese rights were granted. The effective
date of these rights for the applicable funds afgeefunds was July 1, 2007. The consolidated resfiithese funds have been reflected in the
Partnership’s consolidated and combined finandc&esents up to the effective date of these rights.

Acquisition of GSO Capital Partners LI

On March 3, 2008, the Partnership acquired GSOt@ldpartners LP and certain of its affiliates (“GR@SO is an alternative asset
manager specializing in the credit markets. GSOagas various multi-strategy credit hedge funds,zaxeine funds, senior debt funds,
separately managed accounts and various CLO vshicle

Key Financial Measures and Indicators
Our key financial measures and indicators are gdiset below.

Revenues

Revenues primarily consist of management and adrfses, performance fees and allocations, investimeome, interest and dividend
revenue and other. Please refer to “Part |. IteBukiness, Incentive Arrangements / Fee Structane’“—, Critical Accounting Policies,
Revenue Recognition” for additional information aeding the manner in which Base Management Fee®aridrmance Fees and Allocations
are generated.

Management and Advisory FeedManagement and Advisory Fees are comprised of geanant fees, including base management fees,
transaction and other fees, management fee redsaiod offsets, and advisory fees.

The Partnership earns base management fees froimitesl partners of funds in each of its manageuif, at a fixed percentage of
assets under management, net asset value, tottd, agsmmitted capital or invested capital. Basaagament fees are based on contractual
terms specified in the underlying investment advisgreements.

Transaction and other fees (including monitoringsjeare fees charged directly to funds and pootimdmpanies. The investment advis
agreements generally require that the investmerisadreduce the amount of management fees papghitee limited partners to the
Partnership (“management fee reduction”) by an arhequal to a portion of the transaction and otbes directly paid to the Partnership by
the portfolio companies. The amount of the redunctiaries by fund, the type of fee paid by the mdidfcompany and the previously incurred
expenses of the fund.

65



Table of Contents

Management fee offsets are reductions to managei@esnpayable by our limited partners, which asnggd based on the amount they
reimburse us for placement fees.

Advisory fees consist of advisory retainer and $eamion-based fee arrangements related to memggrisition, restructuring and
divestiture activities and fund placement serviceslternative investment funds. Advisory retaifess are recognized when services for the
transactions are complete, in accordance with teeh$orth in individual agreements. Transactiosdubfees are recognized when (a) there is
evidence of an arrangement with a client, (b) adjtg®n services have been provided, (c) feesaed fir determinable and (d) collection is
reasonably assured. Fund placement fees are reeagas earned upon the acceptance by a fund dékaptapital commitments.

Accrued but unpaid Management and Advisory Fedsfrraanagement fee reductions and managemenfffess) as of the reporting
date, are included in Accounts Receivable or DwarFAffiliates in the Consolidated and Combined &tatnts of Financial Condition.

Performance Fees and AllocationdRerformance fees earned on the performance of 8iae&’s hedge fund structures are recognized
based on fund performance during the period, stibjethe achievement of minimum return levels, ightwater marks, in accordance with the
respective terms set out in each hedge fund invagtadvisory agreement. Accrued but unpaid perfooadees charged directly to investor
Blackstone’s offshore hedge funds as of the repgidiate are recorded within Due from Affiliategfie Consolidated and Combined
Statements of Financial Condition. Performance &i=$ng on Blackstone’s onshore hedge funds dmeatkd to the general partner. Accrued
but unpaid performance fees on onshore funds tieeakporting date are reflected in InvestmentiénConsolidated and Combined Statenr
of Financial Condition.

In certain fund structures, specifically in privaguity, real estate and certain credit-orienteiéu(“Carry Funds”), performance fees
(“Carried Interest”) are allocated to the genewatiper based on cumulative fund performance to, datgect to a preferred return to limited
partners. At the end of each reporting period Rlenership calculates the Carried Interest thatidvbe due to the Partnership for each fund,
pursuant to the fund agreements, as if the fairevaf the underlying investments were realizedfasioh date, irrespective of whether such
amounts have been realized. As the fair value détying investments varies between reporting myidt is necessary to make adjustments to
amounts recorded as Carried Interest to reflebeeifa) positive performance resulting in an insesia the Carried Interest allocated to the
general partner or (b) negative performance resplti a negative adjustment to carried interestcalied to the general partner, that would
cause the amount due to the Partnership to béHasghe amount previously recognized as revemueath scenario, it is necessary to calc
the Carried Interest on cumulative results comp&weatie Carried Interest recorded to date and rttakeequired positive or negative
adjustments. The Partnership ceases to recordime@zrried Interest allocations once previoushogmized Carried Interest allocations for
such fund have been fully reversed. The Partneishipt obligated to pay guaranteed returns orlearénd therefore cannot have negative
Carried Interest over the life of a fund. Accrued bnpaid Carried Interest as of the reporting éateflected in Investments in the
Consolidated and Combined Statements of Finanaati@ion.

Carried interest is realized when an underlyingstinent is profitably disposed of and the fundmalative returns are in excess of the
preferred return. Performance fees earned on hedgestructures are realized at the end of eactt’ Sumeasurement period.

Carried Interest is subject to clawback to the mixtieat the Carried Interest actually distributediate exceeds the amount due to
Blackstone based on cumulative results. As suehaderual for potential repayment of previouslyereed performance fees and allocations,
which is a component of Due to Affiliates, repraseall amounts previously distributed to Blackstéfeddings and non-controlling interest
holders that would need to be repaid to the Blaciestunds if the Blackstone Carry Funds were tliqodated based on the current fair value
of the underlying funds’ investments as of the répg date. Generally, the actual clawback liapitibes not become realized until the end of a
fund’s life or one year after a realized loss wuimed, depending on the fund.
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Investment Income (Loss}investment Income (Loss) represents the unrealipeldrealized gains and losses on the Partnership’s
principal investments, including its investment8iackstone Funds that are not consolidated, ttggqethod investments, and other princ
investments. Investment Income (Loss) is realizedmthe Partnership redeems all or a portion ohitsstment or when the Partnership
receives cash income, such as dividends or disimitis; from its non-consolidated funds. Unrealif@egestment Income (Loss) results from
changes in the fair value of the underlying invesitras well as the reversal of unrealized gairsjlasthe time an investment is realized.

Interest and Dividend Revendelnterest and Dividend Revenue comprises priméaniigrest and dividend income earned on principal
investments held by Blackstone.

Other Revenue-Other Revenue comprises primarily foreign exchagajas and losses arising on transactions denoednatcurrencies
other than U.S. dollars.

Expenses

Compensation and Benefits—Base CompensatiBase compensation and benefits consists of (a)oye@ compensation, comprising
salary and bonus, and benefits paid and payaldmfoyees, including senior managing directors (@h@quity-based compensation
associated with the grants of equity-based awarésniployees, including senior managing directors.

Equity-Based CompensationGempensation cost relating to the issuance of shased awards to senior managing directors and
employees is measured at fair value at the graet tiking into consideration expected forfeitusrsd expensed over the vesting period on a
straight line basis. Equity-based awards that doemuire future service are expensed immediat@hgh settled equity-based awards are
classified as liabilities and are re-measuredattid of each reporting period.

Compensation and Benefits—Performance Fee Relafedrformance fee related compensation and bewmefitsists of Carried Interest
and performance fee allocations to employees, diegusenior managing directors, participating irtai@ profit sharing initiatives. Employees
participating in such initiatives are allocatedestain portion of Carried Interest and performafess allocated to the general partner under
performance fee allocations (see “Revenue RecagrijtiSuch compensation expense is recognizedeiisdime manner as Carried Interest and
performance fee allocations and is subject to positive and negative adjustments as a resultafigés in underlying fund performance.

Other Operating Expense®ther operating expenses represent general anohigtrative expenses including interest expenseypancy
and equipment expenses and other expenses, whiskstprincipally of professional fees, public camp costs, travel and related expenses,
communications and information services and deptieci and amortization.

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

Non-Controlling Interests in Consolidated Entities

Non-Controlling Interests in Consolidated Entitiepresent the component of Partners’ Capital irsclitiated entities held by third party
investors. Such interests are adjusted for geparaher allocations and by subscriptions and rediempin funds of hedge funds and certain
credit-oriented funds which occur during the rejmgrperiod. Non-controlling interests related tads of hedge funds and certain other credit-
oriented funds are subject to annual, semi-annugliarterly redemption by investors in these fuialewing the expiration of a specified
period of time (typically between one and threerggar may be withdrawn subject to a redemptianifiethe funds of hedge funds and certain
credit-oriented funds during the period when capitay
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not be withdrawn. As limited partners in these g/péfunds have been granted redemption rightsuatsaelating to third party interests in
such consolidated funds are presented as Redeehali€ontrolling Interests in Consolidated Entitweithin the Consolidated and Combined
Statements of Financial Condition. When redeemairleunts become legally payable to investors, theylassified as a liability. For all
consolidated funds in which redemption rights hagebeen granted, non-controlling interests arsgreed within Partners’ Capital in the
Consolidated and Combined Statements of Finan@ati@ion as Non-Controlling Interests in Consol&thEntities.

Income Taxes

The Blackstone Holdings partnerships and certatheif subsidiaries operate in the U.S. as parigsdor U.S. federal income tax
purposes and generally as corporate entities irlh&n jurisdictions. Accordingly, these entitiessome cases are subject to New York City
unincorporated business taxes or non-U.S. incorestdn addition, certain of the wholly-owned sulsiies of the Partnership and the
Blackstone Holdings partnerships will be subjedetteral, state and local corporate income taxéseagntity level and the related tax provis
attributable to the Partnership’s share of thisme is reflected in the Consolidated and Combiriadri€ial Statements.

Income taxes are accounted for using the liahifigthod of accounting. Under this method, deferagdassets and liabilities are
recognized for the expected future tax consequenicgiéferences between the carrying amounts oftassnd liabilities and their respective tax
basis, using currently enacted tax rates. The effiecleferred assets and liabilities of a chandeirrates is recognized in income in the period
when the change is enacted. Deferred tax assetsdueed by a valuation allowance when it is mi&ly than not that some portion or all of
the deferred tax assets will not be realized.

Tax laws are complex and subject to different ptetations by the taxpayer and respective govertahtaxing authorities. Significant
judgment is required in determining tax expenseiarevaluating tax positions including evaluatingcartainties under accounting princip
generally accepted in the United States of AmgfiGRAAP”). Blackstone reviews its tax positions qteaty and adjusts its tax balances as new
information becomes available.

Blackstone analyzes its tax filing positions inaflthe U.S. federal, state and foreign tax judidns where it is required to file income
tax returns, as well as for all open tax yeardhese jurisdictions. If, based on this analysis,Rhenership determines that uncertainties in tax
positions exist, a reserve is established. Blackstecognizes accrued interest and penalties defatencertain tax positions in General,
Administrative, and Other expenses within the Ctidated and Combined Statements of Operations.

There remains some uncertainty regarding Black&dn&ure taxation levels. In 2007, Congress comisd legislation that would tax as
corporations publicly traded partnerships thataiyeor indirectly derive income from investmentvager or asset management services. If we
were taxed as a corporation, our effective taxwaield increase significantly. The federal statytate for corporations is currently 35%, and
the state and local tax rates, net of the fedemaéfit, aggregate approximately 10%. If a variatbthis proposed legislation or any other
change in the tax laws, rules, regulations or pretations preclude us from qualifying for treatinas a partnership for U.S. federal income tax
purposes under the publicly traded partnershipsrulés would materially increase our tax liabilignd could well result in a reduction in the
market price of our common units.

In 2008, the U.S. House of Representatives pasbédtthat would generally (1) treat carried intstras non-qualifying income under the
tax rules applicable to publicly traded partnershiphich would generally require us to hold intésés entities earning such income through
taxable subsidiary corporations by the end of 2@0d, (2) tax carried interest as ordinary incomef«. federal income taxes, rather than in
accordance with the character of income derivethbyunderlying fund, which is in many cases cajtah, starting with our 2008 taxable y:«
In December 2009, the U.S. House of Representgbiassed substantially similar
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legislation. Such legislation would tax carrieckirgst as ordinary income starting with our 201@lédex year. However, under a transition rule,
the portion of such legislation treating carrietemest as non-qualifying income under the tax rafgdicable to publicly traded partnerships
would not apply until our first taxable year begimn 10 years after the date of the enactment ofetislation. In addition, the Obama
administration proposed in its published revenuwppsals for both 2010 and 2011 that the currentrémarding the treatment of carried inte
be changed to treat such income as income receivaehnection with the performance of services sugject to ordinary income tax. If any
such legislation or similar legislation were todyeacted and apply to us, it would materially insgeaur tax liability, which could well result in
a reduction in the market price of our common units

Economic Net Income

Economic Net Income (“ENI") is a key performanceasare used by management. ENI represents incoroeeltaikes by segment
excluding any transaction-related items, amortiratf intangibles and the impact of consolidatawii Blackstone’s historical combined
financial statements for periods prior to the IRDndt include these transaction-related chargeslomuch financial statements reflect
performance fee related compensation expensesia®&tbwith senior managing directors, departedngastand other selected employees.
Those compensation expenses were accounted far@egship distributions prior to the IPO, but Breluded in the financial statements for
the periods following the IPO as a component of gensation and benefits expense. The aggregate I0OEMII reportable segments equals
Total Reportable Segment ENI. ENI is used by mamege primarily in making resource deployment anchpensation decisions across
Blackstone’s four segments. (See Note 19. “Segmepbrting” in the “Notes to the Consolidated anadnBmmed Financial Statements” in Part
II. Item 8. Financial Statements and Supplemeniata.)

Adjusted Cash Flow from Operatior

Adjusted Cash Flow from Operations, which is dagiffrdm our segment reported results, is a supplémhaonGAAP measure we use
assess liquidity and amounts available for distidbuto owners. Adjusted Cash Flow from Operatisnsitended to reflect the cash flow
attributable to Blackstone without the effectshd tonsolidation of the Blackstone Funds. The eddeivt GAAP measure is Net Cash Provided
by (Used in) Operating Activities. See “—Liquiditynd Capital Resources—Liquidity and Capital Resesirbelow for our detailed discussion
of Adjusted Cash Flow from Operations.

Adjusted Cash Flow from Operations will be retixeith the end of the distribution preference to pubhitholders. Going forward we
will disclose our Distributable Earnings, whicheision-GAAP measure intended to show the amountiofet realized earnings without the
effects of the consolidation of the Blackstone Furdistributable Earnings, which is a componerfEodnomic Net Income, is the sum across
all Total Reportable Segments of (a) Total Manageraad Advisory Fees, (b) Interest and Dividend &, (c) Other, (d) Realized
Performance Fees and Allocations, and (e) Realiaegstment Income (Loss) less (a) Base CompensdhbpiRealized Performance Fee
Related Compensation, (c) Other Operating Expeaisé4d) Cash Taxes. Distributable Earnings willdsonciled to our Consolidated
Statement of Operations. It is Blackstone’s curietention that on an annual basis it will disttibto unitholders all of its Distributable
Earnings in excess of amounts determined by itemgdpartner to be necessary or appropriate toigeeder the conduct of its business, to m
appropriate investments in its business and fuledsomply with applicable law, any of its debt imshents or other agreements, or to provide
for future distributions to its unitholders for aagisuing quarter.

Net Fee Related Earnings from Operatiol

Net Fee Related Earnings from Operations, whiéghdemponent of Adjusted Cash Flow from Operatitga, measure that highlights ¢
earnings from operations excluding the income atated compensation expense related to the perfaerfees and allocations, and income
earned from Blackstone’s investments in the Blamkest-unds. See “—Liquidity and Capital Resourcesguidity and Capital Resources”
below for a detailed discussion of Net Fee Rel&axhings from Operations.
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Operating Metrics

The alternative asset management business is a@olmsiness that is primarily based on managiirg ffarty capital and does not
require substantial capital investment to suppaptd growth. However, there also can be volatdisgociated with its earnings and cash flows.
Since our inception, we have developed and usaédusakey operating metrics to assess and monieopierating performance of our various
alternative asset management businesses in ordeoriitor the effectiveness of our value creatimgtegies.

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

(@) the fair value of the investments held by our céunds plus the capital that we are entitled td fcaim investors in those func
pursuant to the terms of their capital commitmeathose funds (plus the fair value of co-investtaenranged by us that were
made by limited partners of our funds in portfammpanies of such funds and on which we receive de@ carried interest
allocation);

(b) the net asset value of our funds of hedge fundigdéunds and our clos-end mutual funds
(c) the fair value of assets we manage pursuant toaehamanaged accounts; &
(d) the amount of capital raised for our CL(

Our carry funds are commitment-based drawdown s&trad funds that do not permit investors to reddseir interests at their election.
Interests related to our funds of hedge funds a@nthin of our credit-oriented funds are generalllgject to annual, semi-annual or quarterly
withdrawal or redemption by investors upon advamdéen notice, with the majority of our funds rédug from 60 days up to 95 days’ notice,
depending on the fund and the liquidity profilettoé underlying assets. Investment advisory agretsmelated to separately managed accounts
may generally be terminated by an investor on 3@0tdays’ notice.

Fee-Earning Assets Under ManagemeRee-Earning Assets Under Management refers tagbets we manage on which we derive
management and incentive fees. Our Fee-Earning®\ks&ler Management generally equal the sum of:

(@) for our BCP and BREP funds where the investmeribgdras not expired, the amount of capital commitisi

(b) for our BCP and BREP funds where the investmenbgdras expired, the remaining amount of investguital,

(c) for our real estate debt investment funds, the neimamount of invested capit:

(d) for our credi-oriented carry funds, the amount of invested capithich may be calculated to include leveragefetrasset value

(e) the invested capital of co-investments arraripeds that were made by limited partners of oad&iin portfolio companies of such
funds and on which we receive fe

() the net asset value of our funds of hedge fundigdnéunds and our clos-end mutual funds
(g) the fair value of assets we manage pursuant taaehamanaged accounts; &
(h) the gross amount of assets of our CLOs at

Our calculations of assets under management arelfieegng assets under management may differ frencdlculations of other asset
managers, and as a result this measure may nanlygacable to similar measures presented by otlset aganagers. In addition, our calcula
of assets under management includes commitmerasdothe fair value of, invested capital in ourdarfrom Blackstone and our personnel,
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regardless of whether such commitments or investpital are subject to fees. Our definitions oetssinder management or feaming asse
under management are not based on any definitiass®ts under management or fee-earning assetsmadagement that is set forth in the
agreements governing the investment funds that amage.

For our carry funds, total assets under manageimelntes the fair value of the investments heldekels fee-earning assets under
management includes the amount of capital commitsn@nthe remaining amount of invested capitaloat,cdepending on whether the
investment period has or has not expired. As sfieehearning assets under management may be gtieatetotal 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 theltarnof Limited Partner capital commitments which
were invested by our carry funds during each pepredented, plus the capital invested through gestments arranged by us that were made
by limited partners in investments of our carrydsron which we receive fees or a carried interéstation.

We manage our business using traditional finamoidsures and our key operating metrics since veviedhat these metrics measure
productivity of our investment activities.
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Consolidated and Combined Results of Operations

Following is a discussion of our consolidated aochbined results of operations for each of the yeatise three year period ended
December 31, 2009. For a more detailed discusditimedactors that affected the results of our fousiness segments (which are presented on
a basis that deconsolidates the investment fundsaveage) in these periods, see “—Segment Analpsisiw.

The following table sets forth information regargliour consolidated and combined results of operatémd certain key operating metrics
for the years ended December 31, 2009, 2008, adid. 20

Year Ended December 31 2009 vs. 200! 2008 vs. 200°
2009 2008 2007 $ % $ %
(Dollars in Thousands)
Revenues
Management and Advisory Fe $1,482,22 $1,476,35 $1,566,04' $ 5,86¢ 0% $ 89,69() -6%
Performance Fees and Allocatic
Realizec 70,49 38,941 1,024,561 31,55! 81% (985,629 -96%
Unrealizec 150,59¢ (1,286,26) 102,07: 1,436,85! N/M 1,388,33) N/M
Total Performance Fees and Allocatic 221,09( (1,247,320 1,126,641 1,468,41( N/M (2,373,960 N/M
Investment Income (Los:
Realizec 44,32( (16,425 223,14 60,74 N/M (239,57) N/M
Unrealizec (3,716 (606,45:) 110,61! 602,73¢ 99% (717,06°) N/M
Total Investment Income (Los 40,60 (622,87 333,76: 663,48: N/M (956,63¢) N/M
Interest and Dividend Reven 22,68( 30,87¢ 23,17¢ (8,199 -27% 7,708 33%
Other 7,09¢ 13,60( 52t (6,507 -48% 13,07¢ N/M
Total Revenues 1,773,69! (349,36.) 3,050,141 2,123,06! N/M (3,399,50) N/M
Expenses
Compensation and Benef
Base Compensatic 3,778,68! 4,062,23! 2,227,311 (283,557) -7% 1,834,92: 82%
Performance Fee Relat
Realizec 25,10: 4,997 91,20:¢ 20,10¢ N/M (86,20¢) -95%
Unrealizec (26,18:) (207,449 (61,86¢) 181,26¢ 87% (145,58) N/M
Total Compensation and Benel 3,777,601 3,859,78 2,256,64 (82,18)) -2% 1,603,141 71%

General, Administrative and Oth 443,57 440,77¢ 324,20( 2,791 1% 116,57¢ 36%

Interest Expens 13,38¢ 23,00¢ 32,08( (9,629 -42% (9,072) -28%

Fund Expense 7,29¢ 63,03! 151,91 (55,735 -88% (88,886 -58%

Total Expenses 4,241,85! 4,386,60: 2,764,84. (144,74)) -3% 1,621,75! 59%
Other Income (Loss)

Net Gains (Losses) from Fund Investment Activi 176,69: (872,33() 5,423,13; 1,049,031 N/M (6,295,46) N/M
Income (Loss) Before Provision (Benefit) for Taxes (2,291,461 (5,608,29) 5,708,431 3,316,83: 59% (11,316,73) N/M
Provision (Benefit) for Taxes 99,23( (14,145 47,690 113,37¢ N/M (61,839 N/M

Net Income (Loss) (2,390,69) (5,594,15) 5,660,74: 3,203,45! 57% (11,254,89) N/M
Net Income (Loss) Attributable to Redeemable Nc-Controlling Interests in

Consolidated Entities 131,09 (632,49 628,35- 763,59: N/M (1,260,849 N/M
Net Income (Loss) Attributable to Nor-Controlling Interests in Consolidated
Entities (14,329 (159,829  4,510,88 145,50( 91% (4,670,70)  N/M
Net Income (Loss) Attributable to Nor-Controlling Interests in Blackstone
Holdings (1,792,17) (3,638,79) 857,02: 1,846,62! 51% (4,495,82) N/M
Net Income (Loss) Attributable to The Blackstone Goup L.P. $ (715,29) $(1,163,03) $ (335,51) $ 447,74 38% $ (827,51) N/M
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Revenues

Total Revenues were $1.8 billion for the year enbedember 31, 2009, an increase of $2.1 billiongamad to Total Revenues for the
prior year of $(349.4) million. The increase ineaues was primarily attributable to an increas®105 billion in Performance Fees and
Allocations, which were $221.1 million for the 2098ar, and an increase of $663.5 million in Invesitrincome (Loss) to $40.6 million for
the year. Management and Advisory Fees were $lliénbior the year, relatively unchanged compare@®08. While Base Management Fees
remained relatively unchanged, Transaction and iJ&kes increased approximately $11.2 million, pritpariven by onetime monitoring fee
as a result of certain asset realizations. Thedrgments in Performance Fees and Allocations avestment Income (Loss) were driven by
improved returns by our Private Equity funds, whitgld a net internal rate of return (“IRR”) of 9%2609 compared to (30)% in 2008.
Performance Fees and Allocations were also helpextiiain Real Estate funds. The 2009 net IRR foreal estate carry funds was
(35)% compared to (38)% in 2008, while our reahtestiebt investment hedge funds had net retur@$%fin 2009 and (9)% in 2008. Our
Credit and Marketable Alternatives segment alsoifrgtoved performance in 2009, contributing $15%iBion (primarily from our credit
platform hedge funds and also from our funds ofgleefdinds which had a composite net return of 162009 versus (20)% in 2008). The
Realized Performance Fees and Allocations of $#0llton were primarily attributable to the Privaguity and Credit and Marketable
Alternatives segments with $34.0 million and $43.8ion, respectively.

Total Revenues were $(349.4) million for the yeaderl December 31, 2008, a decrease of $3.4 bdbompared to Total Revenues for
the prior year of $3.0 billion. The decrease inemaves was primarily attributed to a decrease ifoReance Fees and Allocations of $2.4 bil
to $(1.3) billion and a decrease in Investment ineqLoss) of $956.6 million to $(622.9) million. Magement and Advisory Fees declined
$89.7 million, or 6%, to $1.5 billion for the yedme change in both Performance Fees and Allocsaitioid Investment Income (Loss) was due
principally to net depreciation in the fair valuktioe underlying portfolio investments of our Ptiwd&quity, Real Estate, fund of hedge funds,
then existing proprietary hedge funds and credénded funds compared to net appreciation duriegptiior year, consistent with overall
declines in the global equity and debt marketscHipally, our Private Equity and Real Estate fumdgl net IRR’s of (30)% and (38)%,
respectively, in 2008, compared to 9% and 30% Bi720he net reduction in the fair value of thesegiments was driven primarily by a
decrease in projected exit multiples, lower oparatirojections for some portfolio investments, @uion in share prices of various publicly
held investments consistent with the general deslin the global equity markets and the declintaénvalue of foreign currencies versus the
U.S. dollar. Realized Performance Fees and Alloaatin 2008 of $38.9 million were primarily attriiable to the Real Estate and Credit and
Marketable Alternatives segments with $24.7 millaovd $15.1 million, respectively. Realized Investtlacome (Loss) of $(16.4) million was
primarily attributable to $(82.1) million from theredit and Marketable Alternatives segment. Theelse in Management and Advisory Fees
was primarily attributable to a decrease in tratisadees, which reflected a reduction in the simd volume of consummated transactions in
2008 compared to the prior year when we earnedautie transaction fees from our funds’ acquisi@f Equity Office Properties Trust and
Hilton Hotels. This decrease was partially offsg@ln increase in base management fees of $254i@mir 34%, as a result of an increase in
Fee-Earning Assets Under Management for 2008 cadpaith 2007, as well as an increase in fees geatelsy our restructuring and
reorganization and our corporate and mergers agdigittons advisory services businesses.

Total Revenues were $3.1 billion for the year endedember 31, 2007, Management and Advisory Fees 846 billion while
Performance Fees and Allocations were $1.1 billiowestment Income was $333.8 million.

Expenses

Expenses were $4.2 billion for the year ended Déezr@l, 2009, a decrease of $144.7 million, or 88mpared to $4.4 billion for the
year ended December 31, 2008. The decrease waarjbyiattributed to a decrease in CompensationBertkfits to $3.8 billion fron
$3.9 billion in 2008. The year 2008 included a
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reduction in compensation costs of $202.0 milliesulting from the reversal of prior period carrietérest allocations to certain personnel due
to a net reduction in the fair value of underlyfugds’investments. General, Administrative and Other agps remained relatively unchanc
Our expenses are primarily driven by levels of bess$ activity, revenue growth and headcount expansi

Expenses were $4.4 billion for the year ended Déegrl, 2008, an increase of $1.6 billion, or 58&npared to $2.8 billion for the
year ended December 31, 2007. The primary drivén@thange was Compensation and Benefits which $@9 billion, 71% higher than fi
2007. 2008 reflects a full year of equity-based pensation and performance payment arrangementssvapproximately one half year in
2007. The net addition of personnel to supporgttesvth of each of our business segments, includkgansion into Asia and our hedge fund
businesses, also contributed to the increase inpéosation and Benefits. These increases were lhadftset by the reduction in compensat
costs of $202.0 million discussed above. Generdinifvistrative and Other increased $116.6 milliompared to the year ended December 31,
2007, primarily due to $35.6 million of incremengathortization expense associated with intangitdetsselated to our IPO, the acquisition of
GSO, as well as an increase in costs associatadeibg a public company.

Other Income (Loss)

Other Income (Loss) was $176.7 million for the yeaded December 31, 2009, an increase of $1.0mitompared to $(872.3) million
for the year ended December 31, 2008. The changeluato improved performance of consolidated Bitmrke Funds for the year ended
December 31, 2009.

For the year ended December 31, 2008, Other Indboss) was $(872.3) million, a decrease of $6.Bdsilcompared to $5.4 billion for
the year ended December 31, 2007. The change vea® dine deconsolidation of certain of our fundsum Private Equity, Real Estate and
Credit and Marketable Alternatives segments asritestabove in “—Consolidation and DeconsolidatdmBlackstone Funds.”

Operating Metrics

The following table presents certain operating fostior the years ended December 31, 2009, 2002@@d. For a description of how
assets under management is determined, please-déeyFinancial Measures and Indicators—Operatingride—Assets Under
Management.”

Year Ended December 31 2009 vs. 200! 2008 vs. 200°
2009 2008 2007 $ % $ %
(Dollars in Thousands)

Fee-Earning Assets Under Managem
Balance, Beginning of Peric $91,041,05 $83,152,25 $ 54,795,46 $ 7,888,80. 9% $28,356,79 52%
Inflows, including Commitments ( 7,407,80! 27,414,60 29,547,76 (20,006,79) -73% (2,133,150 -7%
Outflows, including

Distributions (b) (7,165,72) (7,709,41) (5,362,62) 543,69( 7% (2,346,78) -44%
Market Appreciation (Depreciatiol
(c) 4,813,86! (11,816,38) 4,171,66! 16,630,24 N/M (15,988,04) N/M
Balance, End of Peric $96,096,99 $91,041,05 $ 83,152,25 $ 5,055,94 6% $ 7,888,80 9%
Assets Under Manageme
(End of Period $98,183,12 $94,559,21 $102,427,37 $ 3,623,91 4% $ (7,868,15) -8%

Capital Deploye
Limited Partner Capital Investt $ 3,147,521 $ 6,548,65. $ 14,771,35 $ (3,401,12) -52% $ (8,222,70) -56%

(@) Inflows represent contributions in our fundsetige funds, credit-oriented funds and closedremidial funds, increases in available
capital for our carry funds (capital raises, resallk capital and increas
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side-by-side commitments) and CLOs and increases in thitatayge manage pursuant to separately managed acpoegrams. For 200
this also includes the assets under managemerOflézginning in March 200

(b) Outflows represent redemptions in our fundledge funds, credit-oriented funds and closed-emdiah funds, client withdrawals from
our separately managed account programs, decreaaesilable capital for our carry funds (expireapital, expense drawdowns and
decreased side-bside commitments) and realizations from the didpmsibf assets by our carry funds. Also includethis distribution o
funds associated with the liquidation of our prefary single manager hedge fun

(c) Market appreciation (depreciation) includes reaiaed unrealized gains (losses) on portfolio inwestts and the impact of forei
exchange rate fluctuatior

Fee-Earning Assets Under Management

Fee-Earning Assets Under Management were $96iarbdt December 31, 2009, an increase of $5.bhillor 6%, compared with
$91.0 billion at December 31, 2008. The increasg pvamarily driven by $3.7 billion of net appredéat in our funds of hedge funds, $908.0
million in our credit platform funds and $699.3 hoih in our closed-end mutual funds. Additionalbyur Real Estate segment contributed an
increase of $737.6 million while Private Equity exignced a decline of $1.0 billion.

Fee-Earning Assets Under Management were $91i06rbdt December 31, 2008, an increase of $7.Dhillor 9%, compared with
$83.2 billion at December 31, 2007. The increasg prvamarily driven by additional capital raised fmrr European focused real estate fund,
contributions to our funds of hedge funds, the &itjon of GSO and the deployment of capital indarwhich charge a fee based upon inve
capital. These increases were partially offsetdgiemptions.

Assets Under Management

Assets Under Management were $98.2 hillion at Déegr81, 2009, an increase of $3.6 billion, or 4&mpared with $94.6 billion at
December 31, 2008. The change was principally dueet appreciation of $7.0 billion and $2.0 billionour Credit and Marketable
Alternatives and Private Equity segments, respelstivi his was offset by $3.8 billion of net depedn in our Real Estate Segment.
Additionally, we had realizations of $1.6 billion@$1.0 billion in our Private Equity and Credidadarketable Alternatives segments,
respectively.

Assets Under Management were $94.6 billion at Déezril, 2008, a decrease of $7.9 billion, or 89mpared with $102.4 billion at
December 31, 2007. The change was principally duertet depreciation in the fair value of portfatiwestments of $27.2 billion. This was
partially offset by the addition of $12.3 billior Assets Under Management associated with our attgui of GSO and $5.6 billion of inflows
into our real estate funds, primarily our Europ&aused real estate fund.

Limited Partner Capital Invested

Limited Partner Capital Invested was $3.1 billion the year ended December 31, 2009, a decre&@bbillion, or 52%, compared to
$6.5 billion for the year ended December 31, 200 change reflected a decrease in the size andeobf consummated transactions
compared to the prior year.

Limited Partner Capital Invested was $6.5 billion the year ended December 31, 2008, a decre&@& Dbillion, or 56%, compared to
$14.8 billion for the year ended December 31, 200i& change reflected a decrease in the size dathemf consummated transactions
compared to the prior year that most notably rédleéour funds’ investments in Equity Office PropesTrust and Hilton Hotels Corporation.
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Segment Analysis

Discussed below is our ENI for each of our repde@egments. This information is reflected in theenmer utilized by our senior
management to make operating decisions, assessmarfce and allocate resources. References to seatdrs or investments may also refer
to portfolio companies and investments of the ulydtey funds that we 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 thosertegl on a consolidated and combined GAAP baseuge fund management fees
recognized in certain segments are received frenBtackstone Funds and eliminated in consolidattben presented on a consolidated and
combined GAAP basis. Furthermore, segment exparsdswer than related amounts presented on a lidaisal and combined GAAP basis
due to the exclusion of fund expenses that arepaidmited Partners and the elimination of non4rolting interests.

Private Equity
The following table presents our results of operatifor our Private Equity segment:
Year Ended December 31, 2009 vs. 2008 2008 vs. 2007

2009 2008 2007 $ % $ %
(Dollars in Thousands)

Segment Revenut
Management Fee

Base Management Fe $270,50¢ $268,96. $254,84! $  1,54¢ 1% $ 14,11¢ 6%
Transaction and Other Fees, | 86,33¢ 51,79¢ 123,77( 34,54( 67% (71,979  -58%
Management Fee Offse — (4,862) (10,739 4,862 N/M 5,87 55%
Total Management Fe: 356,84!  315,89! 367,87¢ 40,95( 13% (51,989  -14%
Performance Fees and Allocatic
Realizec 34,02: (749 574,27: 34,77C  N/M (575,02) N/M
Unrealized 303,49: (429,730  (194,35) 733,22 N/M (235,37) -121%
Total Performance Fees a
Allocations 337,51. (430,48 379,91 767,990 N/M (810,409 N/M
Investment Income (Los:
Realizec 36,96¢ 13,687 131,49¢ 23,28: 17C% (117,81)  -90%
Unrealized 33,26¢ (196,201 (16,166) 229,46¢ N/M (180,03) N/M
Total Investment Income (Los 70,237 (182,51) 115,33: 252,75 N/M (297,84Y) N/M
Interest and Dividend Reven 7,75¢€ 6,45¢ 1,731 1,291 20% 4,72¢  N/M
Other 2,84¢ 4,474 47C (1,629  -36% 4,00¢ N/M
Total Revenue 775,19' (286,170 865,32¢ 1,061,36! N/M (1,151,49) N/M
Expense:
Compensation and Benef
Base Compensatic 181,26¢ 146,55: 132,11¢ 34,71t 24% 14,43: 11%
Performance Fee Relat
Realizec 741 (4,25%) 14,53¢ 4,99¢ N/M (18,789 N/M
Unrealized 20,307 (126,090 (50,25)) 146,39° N/M (75,839 -151%
Total Compensation and
Benefits 202,31« 16,20¢ 96,40: 186,10¢ N/M (80,19¢) -83%
Other Operating Expens 82,47: 90,13( 78,47 (7,65¢) -8% 11,657 15%
Total Expense 284,78'  106,33¢ 174,87! 178,44¢ 16&% (68,539 -3%%
Economic Net Income (Los $490,41( $(392,500 $690,45:¢ $ 882,91t N/M $(1,082,96) N/M
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Revenues

Revenues were $775.2 million for the year endecebder 31, 2009, an increase of $1.1 billion compéweb(286.2) million for the year
ended December 31, 2008. The increase in revenagepmmarily attributed to an increase of $768.0iomi in Performance Fees and
Allocations, an increase of $252.8 million in Intraent Income (Loss) and an increase of $41.0 miliioTotal Management Fees.

Performance Fees and Allocations, which are detexthon a fund by fund basis, were $337.5 milliontfie year ended December 31,
2009, an increase of $768.0 million compared t@$®) million for the year ended December 31, 2008stment Income (Loss) was $70.2
million, an increase of $252.8 million compared{@82.5) million for the previous year. These imses were driven by the improved
performance of our funds, which had a net IRR offé#the year compared to a net IRR of (30)% in&0% December 31, 2009, the
unrealized value and cumulative realized proceleefare carried interest, fees and expenses, ofantributed Private Equity funds represel
1.3 times investors’ original investments. Over 50Bthe appreciation in fair value for 2009 wasihtitable to increased share prices of
various publicly held investments, notably TRW Amittive Holdings Corp. (NYSE: TRW) and TeamHealtHdings, Inc. (NYSE: TMH), a
company that Blackstone took public during the flowuarter of 2009. The segment’s private portfobatributed approximately one-third to
the overall appreciation in fair value for 2009igtmprovement was primarily due to two investmesdkl during the year, Orangina
Schweppes, SAS (consumer sector) and Stiefel Ladrggs, Inc. (healthcare sector). At a fund letted, appreciation in fair value was prima
attributed to BCP IV, which generated $340.4 millia Performance Fees and $57.2 million in Invesiniecome. Within BCP IV, publicly
traded TRW Automotive accounted for one-third @& tontribution to our Performance Fees and Allocetiand approximately 15% of the
contribution to Investment Income (Loss). Oranddtaiweppes, SAS and Kosmos Energy, LLC each acabémt@pproximately 20% of
Performance Fees and slightly over 25% of Investrirmome within BCP IV. The Realized Performanced-and Allocations and Investment
Income (Loss) for 2009 of $34.0 million and $37.0lion, respectively, were primarily attributable our sale of Orangina Schweppes, SAS
and a Sithe Global Power LLC investment.

Total Management Fees were $356.8 million for teeryended December 31, 2009, an increase of $4llidhncompared to $315.9
million for the year ended December 31, 2008. Taatisn and Other Fees increased $34.5 million pilyndue to lower offsets for spending
on due diligence for potential transactions. Basmagiement Fees were $270.5 million for the yeatively unchanged compared to the prior
year as fe-earning assets under management also remaingideslainchanged for the comparable period.

Revenues were $(286.2) million for the year endeddbnber 31, 2008, a decrease of $1.2 billion coetpar $865.3 million for the year
ended December 31, 2007. The decrease in reverageprimarily attributed to a decrease of $810.4ionilin Performance Fees and
Allocations, a decrease of $297.8 million in Invesht Income (Loss), and a decrease of $52.0 miificfotal Management Fees.

Performance Fees and Allocations were $(430.5janifor the year ended December 31, 2008, a dez@k810.4 million compared to
$379.9 million for the prior year. The Investmemtdme (Loss) for the year was $(182.5) milliongaréase of $297.8 million compared to
$115.3 million for the previous year. These deaesasgere driven by the deterioration in the perfarogeof our funds, which had a net IRR of
(30)% compared to positive 9% in 2007, primariliven by a reduction in the unrealized value ofuhderlying portfolio investments.
Approximately 60% of the depreciation in fair valwas attributable to the segment’s private porfodf which approximately 80% was driven
by lower cash flow projections reflecting the diffit business environment and approximately 20%tdweduced exit multiple expectations
for certain portfolio companies where changes tglterm valuation trends for similar assets hathaact. The remaining 40% of the decre
was attributable to losses on foreign exchangd@medr share prices of publicly traded companiehaagDeutsche Telekom AG (XETRA:
DTE) and TRW Automotive Holdings, Corp. The fundsieh drove the negative performance fees were BCBCOM and BCP V. The 20(
return of positive 9% was primarily attributabletbe performance of our private portfolio, mostnéigantly the chemicals and telecom sect

Total Management Fees were $315.9 million for tharyended December 31, 2008, a decrease of $5ldhmbmpared to $367.9
million for the year ended December 31, 2007. Taatisn and Other Fees decreased $72.0 million,griiyndue to a reduction in the number
and size of closed fee-earning transactions in
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2008. Base Management Fees increased $14.1 mironarily due to the fullyear impact on management fees of the $5.4 bitiianflows to
Fee-Earning Assets Under Management in 2007, whahdriven by $4.7 billion of additional capitaised for BCP V.

Performance Fees and Allocations of $379.9 mildod Investment Income (Loss) of $115.3 milliontfoe year ended December 31,
2007 were principally driven by BCP IV and BCOM twBCP V and BCP Il also helping to drive Investthtncome (Loss). In 2007, we had
numerous realizations that contributed to RealRedormance Fees and Allocations and Investmewintiecof $574.3 million and $131.5
million, respectively, with the realizations of Gesheimer Group AG and Celanese Corporation baiadargest.

Expenses

Expenses were $284.8 million for the year endeceBdoer 31, 2009, an increase of $178.4 million,68%, compared to $106.3 million
for the year ended December 31, 2008. CompensatidrBenefits increased in total with Compensatiwh Benefits—Base Compensation
increasing $34.7 million to $181.3 million and Cagngation and BenefitsRerformance Fee Related increasing $151.4 milba2tl.0 millior
compared to the prior year. The increase in Comgigmmsand Benefits—Base Compensation was primelti/to an increase in management
fee revenues, as a portion of compensation isttlireelated to the profitability of the segment.€Timcrease in Compensation and Benefits—
Performance Fee Related was a result of reversmgrior year's negative compensation of $(126.8)an from the write-down of prior
period carried interest allocations due to theidedh fair value of certain portfolio investmen®ther Operating Expenses decreased
$7.7 million to $82.5 million, principally due teedreases in professional fees and interest expense.

Expenses were $106.3 million for the year endedebdoer 31, 2008, a decrease of $68.5 million, or,388mpared to $174.9 million for
the year ended December 31, 2007. CompensatioBamefits—Base Compensation were $146.6 milliortfieryear, an increase of
$14.4 million, compared to $132.1 million for thego year. The increase was primarily due to thpaot of performance payment
arrangements associated with our senior managiegtdis and other selected employees which wer@uated for as partnership distributions
prior to our IPO during 2007. Compensation and B&se-Performance Related declined $94.6 million$(t30.3) million, for the year driven
by the reversal of prior period carried intereti@dtions to certain personnel of $126.9 milliorimarily due to the decline in fair value of
certain portfolio investments. Other Operating Exges increased $11.7 million in 2008 to $90.1 omlliprincipally due to increases in
professional fees, occupancy costs and foreignamgshlosses, partially offset by a decrease iméntexpense.

Realized Compensation and Benefits — Performanedriedated for all periods is a direct result of Realized Revenue items described
above and is determined on a deal-by-deal basis.

Operating Metrics
The following operating metrics are used in the aggnment of this business segment:
Year Ended December 31 2009 vs. 200: 2008 vs. 200°

2009 2008 2007 $ % $ %
(Dollars in Thousands)

Fee-Earning Assets Under Managem

Balance, Beginning of Peric $25,509,16. $25,040,51 $21,122,32° $ 468,65 2% $3,918,18 19%
Inflows, including Commitment 84,20: 515,97¢ 5,356,77! (431,77) -84%  (4,840,80) -90%
Outflows, including Distribution (411,459 (47,329 (1,438,59) (364,13) N/M 1,391,26: 97%
Market Appreciation (Depreciatiol (660,517) — — (660,51) N/M — =
Balance, End of Peric $24,521,39. $25,509,16  $25,040,51 $ (987,769 4% $ 468,65( _ 2%
Assets Under Manageme
(End of Period $24,758,99  $23,933,51 $31,802,95 $ 825,48: 3% $(7,869,44) -25%
Capital Deploye
Limited Partner Capital Investe $ 154197, § 3,760,26. § 6,331,30- $(2,218,28) _-5%% $(2,571,04) -41%
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Fee-Earning Assets Under Management

Fee-Earning Assets Under Management were $24i6rbdt December 31, 2009, a decrease of $987.&mibmpared with
$25.5 billion at December 31, 2008. The decreasedsi@en primarily by market depreciation of $66MbBlion that resulted from a net
depreciation in the fair value of certain portfalwestments in BCP IV and BCOM. Inflows were $8hiflion for the year, a decrease of
$431.8 million from the prior year, primarily due & reduction in Limited Partner Capital Investedur funds that charge management fees
based on invested capital—BCP II, BCP IlI, BCP &vid BCOM. Outflows for the year were $411.5 milliam increase of $364.1 million
compared to $47.3 million for the prior year. Thefltows were primarily due to realizations of intregnt gains and return of capital in our
funds that charge management fees based on invezgbéel.

Fee-Earning Assets Under Management were $25i6rbdt December 31, 2008, an increase of $468.[fomitompared with
$25.0 billion at December 31, 2007. The increasg dviven primarily by the limited partner capitavested in funds which charge a fee based
on invested capital. Inflows of $516.0 million fibre year were $ 4.8 billion lower than inflows #0607, which included capital raised for BCP
V. Outflows were $47.3 million for the year, a degse of $1.4 billion compared to $1.4 billion foe fprevious year, primarily related to
realizations of investment gains and return of tzdyaif $1.4 billion in 2007.

Assets Under Management

Assets Under Management were $24.8 billion at Déegri1, 2009, an increase of $825.5 million, or 8&tmpared with $23.9 billion at
December 31, 2008. The increase was primarily dureet appreciation of $2.0 billion in the fair valaf our portfolio investments and inflows
of $490.1 million, partially offset by realization$ $1.6 billion.

Assets Under Management of $23.9 billion at Decarfie 2008 declined by $7.9 hillion from Decembgr 2007, a decrease of 25%.
The decrease was primarily due to net depreciatioine fair value of our portfolio investments af.8 billion and investment gains and return
of capital associated with realizations of $456iBiom.

Limited Partner Capital Invested

Limited Partner Capital Invested was $1.5 billion the year ended December 31, 2009, a decre&@dbillion, or 59%, compared to
$3.8 hillion for the year ended December 31, 200% decrease was primarily attributed to a decreasansaction sizes. Investments during
the year ended December 31, 2009 were primarilyenigdBCP V.

Limited Partner Capital Invested was $3.8 billion the year ended December 31, 2008, a decliné%fe@bmpared to $6.3 billion for the
year ended December 31, 2007. This decrease edlaateduction in the number and size of investmelosed during 2008 due
deterioration in the macroeconomic environment.iiuthe years ended December 31, 2007 and Dece3ib@008, BCP V generated
substantially all of the Limited Partner Capitavdéisted, with 2007 including an investment in Hiltdatels Corporation of $1.5 billion.

Fund Returns

Fund returns information for our significant furidsncluded throughout this discussion and analysfacilitate an understanding of our
results of operations for the periods presented.flihd returns information reflected in this dissios and analysis is not indicative of the
financial performance of The Blackstone Group laRd is also not necessarily indicative of the feifperformance of any particular fund. An
investment in The Blackstone Group L.P. is notrarestment in any of our funds. There can be norasse that any of our funds or our other
existing and future funds will achieve similar nets.
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The following table presents the internal ratesetdirn of our significant BCP funds:

Net Total Change in Carrying Value
(Realized and Unrealized) (a)
Year Ended December 31

Inception to Date

Fund 200¢ 200¢ 2007 Total Realized (b
BCP IV 35% -17% 21% 40% 72%
BCPV 1% -35% -1% -12% 21%

The returns presented herein represent those of thepplicable Blackstone Funds and not those of Thel&kstone Group L.P.

(&) Nettotal change in carrying value (realized anceatized) is after management fees, expenses anddmterest allocation:
(b) Includes partially realized investments. Investraere considered partially realized when distridyteceeds, excluding current inco
(dividends, interest, etc.), are a material portbinvested capita

The Private Equity funds’ net internal rates ofiretfor the year ended December 31, 2009 wereipesdar BCP IV and BCP V
compared to the negative returns for each of thes#s for the previous year. Generally, the fumEbstfolio companies saw increasing
stabilization over the course of 2009 in their rawes and improvement in margins and Earnings Beéfdesest, Taxes, Depreciation and
Amortization (“EBITDA”), an important valuation mat in Private Equity. The funds accepted offenstfe sale of some portfolio companies
at attractive prices from strategic buyers, resgltnh an increase in the valuations of those photfmmpanies. Please refer to thRévenue’
section above for more details.

The following table presents the investment readrthe Private Equity funds from inception througacember 31, 2009 for funds with
closed investment periods:

Fully Invested Funds

Total Investments

Realized / Partially Realized Investments (a

Total Total
Invested Invested
Carrying Net Carrying Net
Fund (Investment Period) Capital Value (b) IRR (c) MOIC (d) Capital Value (b) (e IRR(c) MOIC (d)
(Dollars in Millions) (Dollars in Millions)
BCP I (Oct 1987 / Oct 199: $ 67¢ $ 1,74 1% 2€ $ 67¢ $ 1,74- 19% 2.€
BCP Il (Oct 1993 / Aug 199 1,292 3,24t 32% 2.5 1,201 3,12¢ 37% 2.€
BCP Il (Aug 1997 / Nov 2002 4,02¢ 7,72 12% 1.¢ 3,40z 6,93¢ 18% 2.C
BCOM (June 2000 / Jun 200 2,132 2,904 8% 14 1,004 2,13¢ 25% 21
BCP IV (Nov 2002 / Dec 200¢ 7,08¢ 16,83¢ 4C% 24 3,76~ 12,44 72% 3.3

The returns presented herein represent those of thepplicable Blackstone Funds and not those of Thel&kstone Group L.P.

(@) Investments are considered partially realized wdistributed proceeds, excluding current incomei@#inds, interest, etc.), are a mate

portion of invested capita
(b) Carrying value includes realized proceeds and lineghfair value

(c) The internal rate of returIRR”) represents the annualized inception to date IRBt@hinvested capital based on realized procerd:

unrealized fair value. Net IRR is after managenfees, expenses and carried inter

(d) Multiple of Invested Capital*MOIC”) represents total realized and unrealized valu@rbehanagement fees, expenses and ce

interest, divided by total invested capi

(e) The Realized / Partially Realized Carrying Valueluides remaining unrealized value of $1.2 billi
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The following table presents the investment readrthe Private Equity funds from inception througacember 31, 2009 for funds with
open investment periods:

Funds in the Investment Perioc
Realized / Partially Realized Investments

Total Investments (@)
Total Total
Investec
Available Invested Carrying Net Carrying Net
Fund (Investment Period) Capital (b) Capital Value (c) IRR (d) MOIC (e) Capital Value (c) () IRR (d) MOIC (e)
(Dollars in Millions) (Dollars in Millions)
BCP V (Dec 2005 / Dec 201 $ 455( $16,76¢ $13,52¢ -12% 0.8 $150¢ $ 2,38t 21% 1.€

The returns presented herein represent those of thepplicable Blackstone Funds and not those of Thel&kstone Group L.P.

(&) Investments are considered partially realized wdistributed proceeds, excluding current incomei¢dinds, interest, etc.) are a mate
portion of invested capite

(b) Available Capital represents total capital camments less invested capital and includes $1libbitommitted to deals but not yet
invested. Additionally, the segment has $1.0 hillagd Available Capital that has been reserved flol-an investments in funds that are
fully invested.

(c) Carrying value includes realized proceeds and limeshfair value

(d) The internal rate of returIRR”) represents the annualized inception to date IRB@hinvested capital based on realized procerd:
unrealized fair value. Net IRR is after managenfieas, expenses and carried inter

(e) Multiple of Invested Capital*MOIC") represents total realized and unrealized valu@rbehanagement fees, expenses and cz
interest, divided by total invested capit

(H The Realized / Partially Realized Carrying Valueluides remaining unrealized value of $1.0 billi

As of December 31, 2009, all fully invested Privaguity funds (BCOM, BCP 1V) were above their restpee carried interest thresholds.
As of December 31, 2009, BCP IV was above its edrimterest preferred return threshold even ifathaining investments were deemed
worthless.

The following table presents the carried interéstius of our Private Equity funds in their investrperiod which are currently not
generating performance fees as of December 31,:2009

Gain to Cross Carried
Interest Threshold (a)
% Change in
Total Enterprise

Available
Funds in the Investment Perioc Capital Amount Value (b)
(Dollars in Millions)
BCP V (Dec 2005 / Dec 201 $ 4,55( $6,73¢ 16%

(@) The general partner of each fund is allocateded interest when the annualized returns, netariagement fees and expenses, exceed
the preferred return as dictated by the fund agestsn The preferred return is calculated for eanhdd partner individually. The Gain
Cross Carried Interest Threshold represents threase in equity at the fund level (excluding odesbyside investments) that is requil
for the general partner to begin accruing carngdrest, assuming the gain is earned pro-rata sithhesunds investments and is achie\
at the reporting dat

(b) Total Enterprise Value is the respective fun's rata ownership of the privately held portfadimmpanies’ Enterprise Value and the
Equity Value of the public portfolio companies basm fair values at the reporting de
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Real Estate
The following table presents our results of operatifor our Real Estate segment:
Year Ended December 31, 2009 vs. 2008 2008 vs. 2007

2009 2008 2007 $ % $ %
(Dollars in Thousands)

Segment Revenut
Management Fee

Base Management Fe $328,44° $29592: $ 233,07: $ 32,52¢ 11% $ 62,84¢ 27%
Transaction and Other Fees, | 25,83¢ 36,04¢ 348,41( (10,209 -28% (312,369 -90%
Management Fee Offse (2,467 (4,969 (11,717 2,50z 50% 6,74¢ 58%
Total Management Fei 351,81¢ 326,99¢ 569,76! 24,82( 8% (242,76)) -43%
Performance Fees and Allocatic
Realizec (3,039 24,68 326,51« (27,720 N/M (301,83)  -92%
Unrealized (252,18() (843,709 297,43 591,52: 70% (1,141,14) N/M
Total Performance Fees a
Allocations (255,219  (819,02) 623,95: 563,80« 69%  (1,442,97) N/M
Investment Income (Los!
Realizec 6,16¢ 3,77¢ 68,99¢ 2,38¢ 63% (65,218  -95%
Unrealized (125,624  (238,65() 65,47 113,02t 47% (304,12 N/M
Total Investment Income (Los (119,460 (234,877 134,46¢ 115,41. 49% (369,34() N/M
Interest and Dividend Reven 6,03( 5,88( 1,321 15C 3% 4,55¢ N/M
Other 3,261 3,00¢ 38 252 — 2,97( —
Total Revenue (13,570 (718,009  1,329,54. 704,43¢ 98%  (2,047,55) N/M
Expense:
Compensation and Benef
Base Compensatic 158,11! 150,68 147,82¢ 7,431 5% 2,85¢ 2%
Performance Fee Relat
Realizec 3,50¢ 1,09( 8,56( 2,41¢ N/M (7,470  -87%
Unrealized (113,98)) (74,98)) (11,249) (39,0000  -52% (63,73)) N/M
Total Compensation and
Benefits 47,64( 76,79: 145,14¢ (29,15)  -38% (68,35)  -47%
Other Operating Expens 56,32¢ 55,78: 54,82¢ 543 1% 953 2%
Total Expense 103,96! 132,57! 199,97! (28,610 -22% (67,400 -34%
Economic Net Income (Los $(117,53Y) $(850,58) $1,129,56! $733,04! 86% $(1,980,15) N/M
Revenues

Revenues were $(13.6) million for the year endeddb@er 31, 2009, an improvement of $704.4 milliompared to $(718.0) million fc
the year ended December 31, 2008. The increaswvémues was primarily attributed to an improvenuéi#563.8 million in Performance Fees
and Allocations, an improvement of $115.4 millionimvestment Income (Loss) and an increase of $2lIBn in Total Management Fees.

Performance Fees and Allocations, which are detexthon a fund by fund basis, were $(255.2) milfiemthe year ended December 31,
2009, an improvement of $563.8 million compare®(@19.0) million for the prior year. In 2008, thenfls experienced significant unrealized
valuation reductions. As a result, prior periodfpanance fees were reversed, primarily in BREPWand VI, resulting in a loss of $819.0
million for the year. Specifically, the declinestirese funds were due to decreased operating fiorje@cross our investments and increased
capitalization rates across the real estate sdatoithe first half of 2009, the funds continued to
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experience unrealized valuation reductions; howeherlosses were limited to prior period perforecgfees not yet reversed in BREP IV and
BREP V. During the second half of 2009 the fundsezienced a general stabilization of fair valuejchitresulted in an overall 2009 loss of
$255.2 million.

Investment Income (Loss) was $(119.5) million toe fear ended December 31, 2009, an improveméitid.4 million compared to
$(234.9) million for the year ended December 3D&For the year ended December 31, 2009, valuegiductions in BREP V (($27.1)
million) and BREP VI (($83.5) million) had the larst impact on investment income, primarily drivertie decline in valuations on our
holdings in Trizec Properties Inc., CarrAmerica Be@orporation, Equity Office Properties Trust aditon Hotels Corporation. The
improvement was driven by better performance ofRREP funds which had a net IRR of (35)% in 2008pared to (38)% in 2008, while the
real estate debt investment hedge funds’ net retware 21% and (9%), respectively. Despite sigaifiainrealized markdowns over the last 18
months, the December 31, 2009, unrealized valuecamiilative realized proceeds, before carried ésteffees and expenses, of our contrib
Real Estate carry funds represented 0.9 times torgoriginal investments.

The Realized Performance Fees and Allocations mwestment Income (Loss) for 2009 of $(3.0) millamd $6.2 million, respectively,
were primarily attributable to our realized lossainesidential hombuilding investment (BREP V), which was partiatiffset by realized gair
in our debt investment funds.

Total Management Fees were $351.8 million for tharyended December 31, 2009, an increase of $24i@incompared to $327.0
million for the year ended December 31, 2008. Bdaaagement Fees were $328.4 million for the yededrDecember 31, 2009, an increase
of $32.5 million compared to the prior year, drivgna full year of management fees from our Eurofeaused real estate fund and an
increase in Fee-Earning Assets Under Manageme3®odfom the prior year, which was primarily fronpdal raised for our new debt
investment funds. Transaction and Other Fees desde®10.2 million, primarily due to a reductiortlie number and size of closed fee-earning
transactions in 2009.

For the year ended December 31, 2008, revenues${&t8.0) million, a decrease of $2.0 billion comgzhto $1.3 billion for the year
ended December 31, 2007. The decrease (as desbelmu) in revenues was primarily attributed toegrase of $1.4 billion in Performance
Fees and Allocations, a decrease of $369.3 millidnvestment Income (Loss) and a decrease of $2#Hlion in Total Management Fees.

Performance Fees and Allocations were $(819.0janifor the year ended December 31, 2008, a dezm@ebl.4 billion compared to
$624.0 million for the year ended December 31, 20@iile Investment Income (Loss) was $(234.9) millfor the 2008 year. The negative
performance in 2008 was primarily the result ofeatized valuation reductions which reflected deseelzoperating projections across our
investments as well as an increase in capitalizatites across the real estate sector. Perfornfieasend investment income were primarily
impacted by the results of our domestic funds—BREMBREP V, and BREP VI. Specifically, the declimethese funds was primarily driven
by unrealized valuation reductions for Boca Resdnis, Wyndham International, Inc., Equity OffiBeoperties Trust, Trizec Properties, Inc.
and Hilton Hotels Corporation. In 2008, our ReaiRerformance Fees and Allocations of $24.7 miliad Investment Income of $3.8 million
were primarily driven by current income from ouvéstment in La Quinta Corporation (BREP IV and BRBP

Total Management Fees were $327.0 million for tharyended December 31, 2008, a decrease of $24Rdhrmompared to
$569.8 million for the year ended December 31, 282i5e Management Fees were $295.9 million foyéae ended December 31, 2008, an
increase of $62.8 million compared to the year dridecember 31, 2007, due to a full twelve monthsyahagement fees from BREP VI,
which commenced in February 2007, as well as aease in Fee-Earning Assets Under Management ofdt@%o $5.1 billion of inflows,
primarily related to capital raised for our Europdacused real estate fund. Transaction and Otbes Becreased $312.4 million primarily due
to a reduction in the number and size of closeee@ing transactions in 2008, as well as the afesehthe substantial transaction fees earned
in 2007 in connection with our funds’ acquisitiohHilton Hotels Corporation and Equity Office Prapes Trust. The $6.7 million decrease in
Management Fee Offsets was due to placement feegéd in 2007 as a result of the initial fund-iragsfor BREP VI.
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The positive Performance Fees and Allocations @4$® million and the Investment Income (Loss) 0845 million for the year ended
December 31, 2007 were driven by BREP V and BREPgial Management Fees were $569.8 million. Th&tpe Investment Income
(Loss) for 2007 was primarily driven by our investms in BREP V and BREP VI primarily due to acaretsales within our office portfolio,
primarily Equity Office Properties Trust and CarrArica Realty Corp.

In 2007, we had numerous realizations contributinBealized Performance Fees and Allocations o6&3#illion and Investment
Income (Loss) of $69.0 million, with Extended Stayerica and CarrAmerica Realty Corp. being thedatdBREP IV and BREP V).

Expenses

Expenses were $104.0 million for the year endedcebdoer 31, 2009, a decrease of $28.6 million, or 228w pared to $132.6 million for
the year ended December 31, 2008. CompensatioBamefits—Base Compensation rose 5%, or $7.4 mjllio1$158.1 million for the year.
The increase was primarily due to an increase mpemsation of senior personnel which is calculaiEskd on segment profitability.
Compensation and Benefits—Performance Fee Relaasdbl 10.5) million for the year, a decrease of &3illion, or 50%, compared to
$(73.9) million for the prior year. The decreassutted principally from the reversal of prior peatiperformance fee allocations to certain
personnel of $70.6 million in 2008, compared to%1Imillion in 2009, as a result of unrealized \aian reductions of certain portfolio
investments. Other Operating Expenses remainetivediaunchanged year over year.

For the year ended December 31, 2008, Expensesdiddae6 million, a decrease of $67.4 million, ob@4ompared to $200.0 million
for the year ended December 31, 2007. CompensatidrBenefits — Base Compensation were $150.7 mifbo the year, an increase of
$2.9 million, compared to $147.8 million for theepious year. The increase was primarily due tdrfpact of performance payment
arrangements associated with our senior managiegtdis and other selected employees which wer@uated for as partnership distributions
prior to our IPO. Compensation and Benefits — Rerémce Fee Related was $(73.9) million for the wemted December 31, 2008, a decrease
of $71.2 million compared to the prior year. Themase resulted principally from the reversal admperiod performance fee allocations to
certain personnel of $70.6 million in 2008, prinhadue to unrealized valuation reductions of cer@ortfolio investments. Other Operating
Expenses remained relatively unchanged year ot yrecreases in occupancy costs and foreign egehlsses were offset by decreases in
professional fees and business development.

Realized Compensation and Benefits—Performancerieéged for all periods is a direct result of trealRzed Revenue items described
above and is determined on a deal by deal basis.

Operating Metrics
The following operating metrics are used in the aggnment of this business segment:
Year Ended December 31 2009 vs. 200: 2008 vs. 200°

2009 2008 2007 $ % $ %
(Dollars in Thousands)

Fee-Earning Assets Under Managem:

Balance, Beginning of Peric $22,970,43 $18,637,67 $ 9,084,16: $ 4,332,76! 23%  $9,553,50! 105%
Inflows, including Commitment 1,009,221 5,140,18: 11,785,12 (4,130,96) -80% (6,644,94)) -56%
Outflows, including Distribution (428,09)) (582,65 (2,301,15) 154,56( 27% 1,718,501 75%
Market Appreciation (Depreciatiol 156,49! (224,76¢) 69,53¢ 381,26 N/M (294,309 N/M
Balance, End of Peric $23,708,05 $22,970,43 $18,637,67 $ 737,61¢ 3%  $4,332,76! 23%
Assets Under Management
(End of Period’ $20,391,33 $24,154,64 $26,128,04 $(3,763,30) -16%  $(1,973,40) -8%
Capital Deployed
Limited Partner Capital Investe $ 884,15: $ 968,68 $ 8,171,85 $ (84,539 9%  $(7,203,17) -88%
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Fee-Earning Assets Under Management

Fee-Earning Assets Under Management were $23i@rbdt December 31, 2009, an increase of $737 l@omilor 3%, compared with
$23.0 billion at December 31, 2008. The increasg prvamarily driven by capital raised and deploygdbr debt investment funds, since the
end of 2008. As discussed above, current yeanirsflwere primarily related to capital deployed by debt investment funds whereas the prior
year inflows included $4.6 billion of capital raiér our European focused real estate fund. Ctigear outflows were $428.1 millio
primarily due to realizations in BREP IV and thalaf the fund’s term for BREP I, whereas the pryear outflows of $582.7 million were
primarily driven by unused capital commitmentshet €nd of the BREP International Il investment getin 2008 being earmarked for fund
reserves and no longer earning fees until drawlithhal increases in the current year of $156.Bioni were due to the impact of favorable
foreign exchange fluctuations on committed cagdabur European focused real estate fund andaleation increases for certain of our debt
investment funds. Prior year additional decreasded-earning assets of $224.8 million were pritpatue to the unfavorable foreign exchange
impact on commitments from our European focusetlagtate fund.

Fee-Earning Assets Under Management were $23i0rbdt December 31, 2008, an increase of $4.3hillor 23%, compared with
$18.6 billion at December 31, 2007, primarily dnvay additional capital raised for our Europearugsd real estate fund during 2008. Inflows
of $5.1 billion, as discussed above, were primaslated to capital raised for our European focusedlestate fund, whereas the 2007 inflows
of $11.8 billion were primarily related to capitaised for BREP VI during 2007. Outflows in 2008rev&582.7 million, due to unused capital
commitments at the end of the BREP InternationalMéstment period in 2008 being earmarked for frigsrves and no longer earning fees
until drawn. Additionally, 2007 outflows of $2I8llion were driven by unused capital commitmeritthe end of the BREP V investment pei
in 2007 being earmarked for fund reserves and ngdoearning fees until drawn and distributionBREP 1V and BREP V. Additional
decreases in fee-earning assets in 2008 were $&#H4ich due to an unfavorable foreign exchangeactpn commitments from our European
focused real estate fund. Fee-earning assets umafeagement in 2007 increased $69.5 million primatile to a favorable foreign exchange
impact on commitments from BREP International Il.

Assets Under Management

At December 31, 2009, Assets Under Management $20et billion, a decrease of $3.8 billion, or 16%6mpared with $24.2 billion at
December 31, 2008. The change was primarily duretoeductions in the fair value of underlying palib investments of $3.8 billion, which
are substantially all unrealized.

At December 31, 2008, Assets Under Management $24e? billion, a decrease of $2.0 billion, or 8%mpared with $26.1 billion at
December 31, 2007. The change was primarily duretoeductions in the fair value of underlying palio investments of $7.1 billion, which
are substantially all unrealized, partially offbgt$5.6 billion of inflows, primarily related to diional capital raised for our European focused
real estate fund during 2008.

Limited Partner Capital Invested

For the year ended December 31, 2009, Limited Pafapital Invested was $884.2 million, a decred34.5 million, or 9%, from
$968.7 million for the year ended December 31, 2008s decrease reflected a reduction in the volangsize of closed transactions as a
result of the continued difficult market conditioims2009. During the year ended December 31, 2Di089ited Partner Capital Invested was
predominantly in our BREP VI and debt investmemtdst

For the year ended December 31, 2008, Limited Paapital Invested was $968.7 million, a decredskr.2 billion, or 88%, from
$8.2 bhillion for the year ended December 31, 2@iing 2008, Limited Partner
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Capital Invested was driven by BREP 1V, V and ViheéTdecrease in Limited Partner Capital Investeoh 2007 reflected a reduction in the
volume and size of closed transactions as a rebtlie market conditions in 2008. The Limited Part@apital Invested for the year ended
December 31, 2007 for BREP V, BREP VI and BREPrh@#onal Il included Hilton Hotels Corporation (33villion), which includes fee-

earning co-investments, and Equity Office Propsriieust ($3.3 billion).

Fund Returns

Fund return information for our significant fundsincluded throughout this discussion and anatgsfacilitate an understanding of our
results of operations for the periods presented.flihd returns information reflected in this dissioa and analysis is not indicative of the
performance of The Blackstone Group L.P. and is afst necessarily indicative of the future perfonteof any particular fund. An investmu
in The Blackstone Group L.P. is not an investmerany of our funds. There can be no assuranceattyadf our funds or our other existing and

future funds will achieve similar returns.
The following table presents the Internal RateReturn of our significant Real Estate funds:

Net Total Change in Carrying Value
(Realized and Unrealized) (a)

Year Ended

December 31, Inception to Date
Fund 200¢ 2008 2007 Total Realized (b
BREP IV -32% -39% 8% 14% 69%
BREP V -35% -31% 36% -6% 7%
BREP Internationg 10% -36% 57% 28% 36%
BREP International | -31% -42% 1% -27% 5%
BREP VI -40% -43% 44% -33% 95%
BSSF | (¢) 21% -9% N/A 17% N/M
BSSF 1l (c) 23% N/A N/A 23% 14(%
CMBS (c) 17% N/A N/A 17% N/M

The returns presented herein represent those of thepplicable Blackstone Funds and not those of Thel&kstone Group L.P.

(&) Nettotal change in carrying value (realized anceatized) is after management fees, expenses afafrpance fee allocation
(b) Includes partially realized investments. Inwestts are considered partially realized when digted proceeds, excluding current income

(dividends, interest, etc.), are a material portbmvested capita
(c) Represents returns for a partial year of inmgsivhich commenced for the CMBS fund in May 20BSSF Il in July 2009, and BSSF in

August 2008

The Real Estate funds’ net internal rates of refarithe year ended December 31, 2009 were impréweall funds except BREP V
compared to the negative returns for each of thesds for the year ended December 31, 2008. Gdpnebalginning in the second half of 2009,
the fund'’s portfolio company operations have sedative stabilization in the fundamentals of theEBRfunds’ hotels and improved leasing in

the BREP funds’ office investments, which thereflim@ted the valuation reductions of our investnsent
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The following table presents the investment readrthe Real Estate funds from inception throughdmelser 31, 2009 for funds with
closed investment periods:

Fully Invested Funds

Total Investments Realized / Partially Realized Investments (a)
Total Total

Invested Carrying Net Invested Carrying Net
Fund (Investment Period) Capital Value (b) IRR (c) MOIC (d) Capital Value (b) (¢ IRR(c) MOIC (d)

(Dollars in Millions) (Dollars in Millions)
Pre-BREP $ 141 $ 34t 33% 25 $ 141 $ 34¢ 33% 2.5
BREP | (Sep 1994 / Oct 199 467 1,32¢ 40% 2.8 467 1,32¢ 40% 2.8
BREP Il (Oct 1996 / Mar 199¢ 1,21¢ 2,52t 19% 2.1 1,21¢ 2,52t 19% 2.1
BREP 11l (Apr 1999 / Apr 2003 1,41% 3,33( 21% 24 1,33¢ 3,30(¢ 23% 2.5
BREP In’l (Jan 2001 / Sep 200 757 1,58( 28% 2.1 65¢ 1,521 36% 2.3
BREP IV (Apr 2003 / Dec 200¢ 2,731 3,57¢ 14% 1.3 1,05¢ 2,501 69% 24
BREP V (Dec 2005 / Feb 200 5,18: 4,75( -6% 0.6 951 1,74¢ 7% 1.8
BREP In’l Il (Sep 2005 / Jun 200¢ 1,73¢ 972 -27% 0.€ 20¢ 25€ 5% 1.2

The returns presented herein represent those of thepplicable Blackstone Funds and not those of Thel&kstone Group L.P.

(@) Investments are considered partially realizeémdistributed proceeds, excluding current incraet, dividends, interest, etc.), are a
material portion of invested capit

(b) Carrying value includes realized proceeds and linezhfair value

(c) The internal rate of return (“IRR”) represetite annualized inception to date IRR on total ite@sapital based on realized proceeds and
unrealized fair value. Net IRR is after managenfees, expenses and carried inter

(d) Multiple of Invested Capital (“MOIC”) representotal realized and unrealized value, before mamamt fees, expenses and carried
interest, divided by total invested capit

(e) The Total Realized / Partially Realized Carryindiaincludes remaining unrealized value of $692ilian.

The following table presents the investment readrthe Real Estate funds from inception throughddelser 31, 2009 for funds with
open investment periods:

Funds in the Investment Perioc
Total Investment

Total
Investec Carrying
Available Net
Fund (Investment Period) Capital (a) Capital Value (b) IRR (c) MOIC (d)
(Dollars in Millions)
BREP VI (Feb 2007 / Aug 201: $ 6,20¢ $4,81 $2,37¢ -33% 0.5
BREP EU Il (Jun 2008 / Dec 201 4,414 11¢ 11¢ N/M 1.C
BSSF Il (July 2009/ Aug 201" 147 35¢ 401 23% 1.1

The returns presented herein represent those of thepplicable Blackstone Funds and not those of Thel&kstone Group L.P.

(@) Available Capital represents total capital catmmants less invested capital. It includes $276illan committed to deals but not yet
invested. Additionally, the segment has $1.2 hillagd Available Capital that has been reserved flol-an investments in funds that are
fully invested.

(b) Carrying value includes realized proceeds and limeshfair value
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(c) The internal rate of returIRR”) represents the annualized inception to date IRB@hinvested capital based on realized procerd:
unrealized fair value. Net IRR is after managenfieas, expenses and carried inter

(d) Multiple of Invested Capital (“MOIC”) representotal realized and unrealized value, before mamamt fees, expenses and carried
interest, divided by total invested capit

The following table presents the carried interéstius of our Real Estate funds with closed investmperiods which are currently not
generating performance fees as of December 31,:2009

Gain to Cross
Carried Interest Threshold (b)
% Change in
Total Enterprise

Fully Invested Funds (a) Amount Value (c)
(Dollars in Millions)

BREP V (Dec 2005 / Feb 200 1,464 10%

BREP In’l Il (Sep 2005 / Jun 200¢ 1,37¢ 24%

(@) As of December 31, 2009: (a) BREP International alzsve its carried interest preferred return tho&sbven if all remainin
investments were deemed worthless, and (b) BRERaY¥ above its carried interest preferred returestnold.

(b) The general partner of each fund is allocated ediriterest when the annualized returns, net ofagament fees and expenses, ext
the preferred return as dictated by the fund agestsn The preferred return is calculated for eanhdd partner individually. The Gain
Cross Carried Interest Threshold represents threase in equity at the fund level (excluding odesbyside investments) that is requil
for the general partner to begin accruing carnigdrest, assuming the gain is earned pro-rata sithhesunds investments and is achie\
at the reporting dat

(c) Total Enterprise Value is the respective funu's rata ownership of the privately held portfadimmpanies’ Enterprise Value and the
Equity Value of the public portfolio companies basm fair values at the reporting de

The following table presents the carried interéstius of our Real Estate funds in their investnpemiod as of December 31, 2009:

Gain to Cross
Carried Interest Threshold (b)

Available % Change in
Total Enterprise
Fund in the Investment Period (a) Capital Amount Value (c)
(Dollars in Millions)
BREP VI (Feb 2007 / Aug 201: $ 6,20¢ $ 3,741 25%
BREP EU Il (Jun 2008 / Dec 201 4,41¢ 12C N/M

(@) As of December 31, 2009, BSSF Il was above itsediinterest preferred return threshc

(b) The general partner of each fund is allocated ediiriterest when the annualized returns, net ofagament fees and expenses, ext
the preferred return as dictated by the fund agestsn The preferred return is calculated for eanhdd partner individually. The Gain
Cross Carried Interest Threshold represents threase in equity at the fund level (excluding odesbyside investments) that is requil
for the general partner to begin accruing carngerest, assuming the gain is earned pro-rataathesunds investments and is achiey
at the reporting dat

(c) Total Enterprise Value is the respective furs rata ownership of the privately held portfaimmpanies’ Enterprise Value and the
Equity Value of the public portfolio companies basm fair values at the reporting de

88



Table of Contents

Credit and Marketable Alternatives
The following table presents our results of operaifor our Credit and Marketable Alternatives segm
Year Ended December 31, 2009 vs. 2008 2008 vs. 2007

2009 2008 2007 $ % $ %
(Dollars in Thousands)

Segment Revenut
Management Fee

Base Management Fe $400,87. $ 476,83t $316,33° $(75,969) -16% $ 160,49¢ 51%
Transaction and Other Fees, | 2,86¢ 8,51¢ 6,63( (5,650 -66% 1,88¢ 28%
Management Fee Offse (14,699 (6,606 (33 (8,08f) -122% (6,579 N/M
Total Management Fei 389,04! 478,74¢ 322,93« (89,70)  -19% 155,81 48%
Performance Fees and Allocatic
Realizec 43,28: 15,08! 154,02¢ 28,20  187% (138,94 -90%
Unrealized 114,55¢ (12,829) 2,957 127,37 N/M (15,779 N/M
Total Performance Fees a
Allocations 157,83t 2,25¢ 156,98( 155,57¢ N/M (154,72)  -99%
Investment Income (Los!
Realizec (15,03) (82,149 62,36: 67,11: 82% (144,50 N/M
Unrealized 96,01¢ (257,08 81,43¢ 353,10( N/M (338,52 N/M
Total Investment Income (Los 80,98¢ (339,22)(a) 143,80: 420,21: N/M (483,029 N/M
Interest and Dividend Reven 3,45z 8,521 4,24¢ (5,07%))  -60% 4,27¢ 101%
Other 1,02t 1,214 31 (188 — 1,18: —
Total Revenue 632,34! 151,52( 627,99¢ 480,82 N/M (476,470  -76%
Expense:
Compensation and Benef
Base Compensatic 198,11° 239,43t 82,59« (41,319 -17% 156,84:  19(%
Performance Fee Relat
Realizec 20,85¢ 8,16: 68,10¢ 12,69:  15€% (59,947) -88%
Unrealized 67,49: (6,649 (379 74,13t N/M (6,270) N/M%
Total Compensation and
Benefits 286,46« 240,95! 150,33( 45,50¢ 19% 90,62¢ 60%
Other Operating Expens 80,66! 106,02 74,72¢ (25,36¢)  -24% 31,29¢ 42%
Total Expense 367,12¢ 346,98: 225,05¢ 20,14 6% 121,92 54%
Economic Net Income (Los $265,22(  $(195,467) $402,93¢ $460,68: N/M $(598,40(0 N/M

(@) $(322.2) million of this loss was related to Blaihke's equity invested in liquid Credit and Marketabléefnatives funds

Revenues

Revenues were $632.3 million for the year endecebder 31, 2009, an increase of $480.8 million, caneg to $151.5 million for the
year ended December 31, 2008. Total Managementvireres$389.0 million, a decline of $89.7 milliomifn the prior year. This decline w
primarily attributable to a reduction of $76.0 noili in Base Management Fees to $400.9 million. Tddsiction was primarily the result of the
absence of fees earned in 2008 from certain opmprietary hedge funds which were liquidated atehd of 2008 as well as lower Fee-
Earning Assets Under Management at the beginnir&@9 than the beginning of 2008 for our fundsedde funds business.

Performance Fees and Allocations increased $158i6mfor the year to $157.8 million. The increasePerformance Fees and
Allocations was attributable to net appreciationie investment portfolios in addition to
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fee-earning inflows of $6.3 billion, principally tertain of our funds of hedge funds and credieraed funds, compared to the year ended
December 31, 2008 which included minimal PerfornealRees and Allocations. The net composite returiosii funds of hedge funds was 16%
in 2009 compared to (20)% in 2008. As a resultRée-Earning Assets Under Management above thspeotive high-water marks and/or
hurdle, and therefore eligible for Performance Rt Allocations, increased during 2009 compare2D@@B (see table below). The increase of
$420.2 million in Investment Income (Loss) to $8inillion was primarily related to improved returos our investments in our funds of hedge
funds, proprietary hedge funds and certain of oedicoriented funds. Additionally, 2008 included a log$60.1 million on our investments
certain of our proprietary hedge funds which wegaitiated at the end of 2008. Both Investment Ine@nd Performance Fees and Allocations
benefited from favorable conditions in equity ameldit markets for most of 2009.

For the year ended 2009, Realized Performancedrekallocations of $43.3 million were driven pririlgby incentive fees earned by
our funds of hedge funds business of $30.7 millidmre Realized Investment Income (Loss) was $(1filljon.

Revenues were $151.5 million for the year endedebder 31, 2008, a decrease of $476.5 million, &6, 7@ mpared to $628.0 million
for the year ended December 31, 2007. Total Manageffees were $478.7 million, an increase of $168l&n from the prior year. The
increase was primarily due to an increase in Baardgement Fees of $160.5 million which resultethfem increase in Fee-Earning Assets
Under Management in 2008 compared with 2007. Adidily, our acquisition of GSO in the first quartér2008 contributed $102.5 million of
the overall increase.

Investment Income (Loss) was $(339.2) million, alide of $(483.0) million from 2007. The decreasédrivestment Income (Loss) was
due to difficult market conditions in 2008 whictsutted in composite net returns of (20)% in ourdsiof hedge funds. Additionally, 2008
included the previously mentioned loss of $60.liarlon our investments in certain of our propngthedge funds which have since been
liquidated. The decline of $154.7 million in Perfaance Fees and Allocations, to $2.3 million, washattable to net depreciation of the
investment portfolios, principally in certain ofrdfunds of hedge funds, then-existing proprietaggide funds and credit-oriented funds
compared to the year ended December 31, 2007.

In 2008, the Realized Performance Fees and Allosatof $15.1 million were driven primarily by indese fees and carried interest
earned by our credit platform. The Realized Investiincome (Loss) of $(82.1) million was primaréyesult of losses of $30.7 million and
$42.1 million from redemptions of our investmemtour funds of hedge funds and our proprietary bedgds.

In 2007, the Realized Performance Fees and Allogstof $154.0 million was driven primarily by indee fees earned by our funds of
hedge funds business of $97.2 million and one otlben existing proprietary hedge funds of $35.8iom. The Realized Investment Income
(Loss) of $62.3 million was primarily a result ofain of $41.5 million from a redemption of our @stment in our funds of hedge funds.

Expenses

Expenses were $367.1 million for the year endedebdoer 31, 2009, an increase of $20.1 million, or 68tmpared to $347.0 million for
the year ended December 31, 2008. CompensatioBemefits — Base Compensation was $198.1 milliontHeryear, a decrease of
$41.3 million, compared to $239.4 million for thegw year. The decreases were primarily due tocaedse in management fee revenues, as a
portion of compensation is directly related to piefitability of each of the businesses of the segtpand the impact of headcount reductiot
a result of the restructuring of two of our singlanager proprietary hedge funds and our credintgtefunds. Compensation and Benefits—
Performance Fee Related were $88.3 million foryseer, an increase of $86.8 million, compared t& $illion for the previous year. The
increase resulted principally from the accrualafied interest allocations to certain personnel tuthe positive adjustments in fair value of
certain portfolio investments.
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Realized Compensation and Benefits—Performancdletsed is directly attributable to the Realized®enance Fees and Allocations
described above.

Other Operating Expenses decreased $25.4 millio$80.7 million, primarily due to a decrease infpssional fees and interest expense
as a result of decreased investment activity. biedlin our 2008 expenses were $10.3 million ofadsrrelated to the restructuring of two of
our single manager proprietary hedge funds ancaadit-oriented funds.

Expenses were $347.0 million for the year endedebdoer 31, 2008, an increase of $121.9 million,4%5compared to $225.1 million
for the year ended December 31, 2007. CompensatidrBenefits — Base Compensation was $239.4 milliothe year, an increase of
$156.8 million, compared to $82.6 million for theqgw year. The increase was principally relateth®acquisition of GSO, which contributed
$70.9 million of the overall increase. AdditionglB008 compensation, included a full year of perfance payment arrangements associated
with our senior managing directors and other setbemployees, which were accounted for as partipedéstributions prior to our IPO in 20C
To a lesser extent, headcount additions due toresxpainto Asia and the launch of new funds conted to the increase in Compensation and
Benefits. Compensation and Benefits — PerformareeRelated were $1.5 million for the year, a deszred $66.2 million, compared to
$67.7 million for the previous year.

The amount of Compensation and Benefits—Perform&eecRelated—Realized is directly attributablent Performance Fees and
Allocations—Realized described above.

Other Operating Expenses increased $31.3 millmf106.0 million, primarily due to the acquisitiohGSO, partially offset by a
decrease in interest expense as a result of ded-@asestment activity. Included in our 2008 expm=nwere the previously mentioned
$10.3 million of accruals related to the restruictyiof two of our single manager proprietary hefigeds and our credit-oriented funds.

Operating Metrics
The following operating metrics are used in the aggament of this business segment:
Year Ended December 31 2009 vs. 200i 2008 vs. 200

2009 2008 2007 $ % $ %
(Dollars in Thousands)

Fee-Earning Assets Under Managem

Balance, Beginning of Peric $42,561,45 $39,474,06 $24,588,96 $ 3,087,38 8% $ 14,885,10 61%
Inflows, including Commitment 6,314,38 21,758,44 12,405,85 (15,444,05) -71% 9,352,58i 75%
Outflows, including Distribution (6,326,17) (7,079,43)  (1,622,87) 753,26( 11% (5,456,55) N/M
Market Appreciation (Depreciatiol 5,317,87 (11,591,61) 4,102,12: 16,909,49 N/M (15,693,74) N/M
Balance, End of Peric $47,867,54 $42,561,45 $39,474,06 $ 5,306,09 12% $ 3,087,38! 8%
Assets Under Management
(End of Period $53,032,80 $46,471,06 $44,496,37 $ 6,561,73 14% $ 1,974,69. 4%
Capital Deploye
Limited Partner Capital Investt $ 721,40: $ 1,819,700 $ 268,20: $ (1,098,300 -60% $ 1,551,500 N/M
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The following table presents information regarding Fee-Earning Assets Under Management:

Fee-Earning Assets Under Estimated % Above
Management Eligible for High Water Mark
Incentive Fees and/or Hurdle (a)
As of December 31 As of December 31
2009 2008 2007 2008 2008 2007
Funds of Hedge Func $13,695,11 $11,349,47 $12,610,85 40% — 91%

(@) Estimated % Above High Water Mark and / or Hurdpresents the percentage of-Earning Assets Under Management Eligible
Incentive Fees that as of the dates presented veauidincentive fees when the applicable Blackstan&l has positive investment
performance. Incremental positive performance énapplicable Blackstone Funds may cause additass#ts to reach their respective
High Water Mark / or Hurdle, thereby resulting miacrease in Estimated % Above High Water Mark/anHurdle. For our funds of
hedge funds, at December 31, 2009, 31% of the atarassets that were below their respective HigteWWMark were within 5% of
reaching their respective High Water Ma

Fee-Earning Assets Under Management

Fee-Earning Assets Under Management were $47i8rbdt December 31, 2009, an increase of $5.3hijllor 12%, compared to
$42.6 billion at December 31, 2008. The increase pramarily driven by market appreciation of $3ilfiim in our funds of hedge funds,
$908.0 million in our credit platform funds and $69 million in our closed-end mutual funds. Additadly, $6.3 billion of outflows (generally
a result of liquidity needs of limited partnersen offset by inflows.

The inflows of $6.3 billion for the current year reeb15.4 billion less than the $21.8 billion oflavi's for the prior year. The decrease
primarily due to the acquisition of GSO, which admited $10.9 billion of inflows, being included the 2008 inflows. Outflows were
$6.3 billion for the year, a decrease of $753.3ionilcompared to $7.1 billion for the previous y€eHne decrease was primarily related to the
liquidation of certain proprietary hedge fundsta €nd of 2008. Market appreciation was $5.3 lilfiar the year, an increase of $16.9 billion,
and was primarily a result of more favorable madatditions which resulted in significantly impralesturns for virtually all of our funds in
2009.

Fee-Earning Assets Under Management were $42i6rbdt December 31, 2008, an increase of $3.bhillor 8%, compared to
$39.5 billion at December 31, 2007. The increase pramarily driven by inflows of $21.8 billion, wthh were primarily driven by the
acquisition of GSO in 2008 and capital raised infonds of hedge funds, partially offset by outfeoef $7.1 billion which were generally a
result of liquidity needs of limited partners. Matldepreciation was $11.6 billion for the yearearéase of $15.7 billion compared to market
appreciation of $4.1 billion for the previous year.

Fee-Earning Assets Under Management had net infté\$4.0 billion from January 1 through Februari@@om our funds of hedge
funds.

Assets Under Management

Assets Under Management were $53.0 billion at Dée#r81, 2009, an increase of $6.6 billion, or 14%mpared to $46.5 billion at
December 31, 2008. The change was driven by $#ifnbof net market appreciation in our funds ofige funds and $2.4 billion in our credit
platform funds. Additionally, $7.7 billion of outiivs were mostly offset by $7.2 billion of inflows.

Assets Under Management were $46.5 billion at Déxeer1, 2008, an increase of $2.0 billion, compaoeBd4.5 billion at
December 31, 2007. The change was driven by theisitgn of GSO, which contributed $12.3 billion Assets Under Management, as well as
capital raised in our funds of hedge funds of $illion.
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These increases were substantially offset by rémhistn the fair value of portfolio investments$if2.7 billion and total outflows of $9.8
billion, primarily comprised of redemptions and lizations.

Limited Partner Capital Invested

Limited Partner Capital Invested in carry funds B#&21.4 million for the year ended December 3192@0decrease of $1.1 billion
compared to $1.8 hillion for the year ended Decar3ie 2008. The prior year included investments entayl certain of our credit-oriented
funds launched in 2008.

Limited Partner Capital Invested in carry funds Bas8 billion for the year ended December 31, 2@d8increase of $1.6 billion
compared to $268.2 million for the year ended Ddwem31, 2007. This increase principally reflectegeistments made by certain of our credit-
oriented funds launched in 2008.

Composite and Fund Returns

Composite and fund return information for our sfigraint businesses is included throughout this disimn and analysis to facilitate an
understanding of our results of operations forgegods presented. The composite and fund retafosmation reflected in this discussion and
analysis is not indicative of the performance oé Blackstone Group L.P. and is also not necessadigative of the future results of any
particular fund. An investment in The Blackstone@y L.P. is not an investment in any of our fundsamposites. There can be no assurance
that any of our funds or composites or our othésterg and future funds or composites will achisimilar returns.

Average Annual Net Returns (a)

Periods Ended December 31, 2009 Inception
Composite One Yeal Three Year Five Year to Date
Funds of Hedge Funds, Core Funds Compt 16% 2% 5% 10%

The returns presented represent those of the apphidble Blackstone Funds and not those of The Blackste Group L.P.

(@) Composite returns present a summarized assghted return measure to evaluate the overall pedioce of the applicable class of
Blackstone Funds
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Financial Advisory
The following table presents our results of operaifor our Financial Advisory segment:
Year Ended December 31, 2009 vs. 2008 2008 vs. 2007

2009 2008 2007 $ % $ %
(Dollars in Thousands)

Segment Revenut

Advisory Fees $390,71¢ $397,51¢ $360,28: $ (6,80)) 2% $ 37,23t 10%
Investment Income (Los:
Realizec 1,44 — — 144: — — —
Unrealizec 21¢ — — 21— = =
Total Investment Income (Los 1,66 — — 1,662 — — —
Interest and Dividend Reven 5,25¢ 8,14¢ 7,38t (2,899 -36% 762 10%
Other (35) 4,89¢ (11) (4,939 N/M 491 —
Total Revenue 397,59¢ 410,56¢ 367,65! (12,967 -3% 42,90¢  12%
Expense:
Compensation and Bene—Base Compensatic 232,35¢ 234,75' 132,63 (2,396 -1% 102,12. 7%
Other Operating Expens 79,57 67,27 39,031 12,29¢ 18% 28,24C  72%
Total Expense 311,93: 302,03 171,67( 9,89¢ 3% 130,36: 76%
Economic Net Income (Los $ 85,66¢ $108,53: $195,98! $(22,86¢) -21% $(87,459) -45%
Revenues

Revenues were $397.6 million for the year endecebdxer 31, 2009, a decrease of $13.0 million, or &pared to $410.6 million for
the year ended December 31, 2008. Our restructarndgeorganization advisory services businessrgate$74.7 million in increased fees, a
66% increase, as continued credit market turmalllaw levels of available liquidity led to increaksdebt defaults, debt restructurings and
bankruptcies. Additionally, fees earned from oumpooate and mergers and acquisitions advisory aes\wusiness increased $10.1 million, or
7%, as clients increasingly looked to us for indetent advice in complicated transactions. These#ases were offset by a decrease of
$91.6 million in fees generated from our fund praeat business compared to 2008.

Revenues were $410.6 million for the year endedebdoer 31, 2008, an increase of $42.9 million, &6 12ompared to $367.7 million
for the year ended December 31, 2007. The changelrisgen by an increase in fees of $50.8 millian8$%, generated by our restructuring
and reorganization advisory services business. thuaidilly, fees earned from our corporate and margead acquisitions advisory services
business increased $22.2 million, or 17%. The regsrearned by our restructuring and reorganizaiitwisory services and our corporate and
mergers and acquisitions advisory services busésessre influenced by the same factors as in ZD08se increases were partially offset by a
decrease of $35.7 million in fees generated fromfnd placement business compared to 2007, whidlided a substantial fee earned from
one transaction in the first quarter of the year.

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

Expenses

Expenses were $311.9 million for the year endedebdoer 31, 2009, an increase of $9.9 million, or 8&pared to $302.0 million for
the year ended December 31, 2008. CompensatioBamefits—Base Compensation decreased $2.4 million, pringipalated to a decrease
Advisory Fees revenues from our Fund
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Placement business, as a portion of compensatidineistly related to the profitability of each diet service businesses of the segment. Other
Operating Expenses increased $12.3 million, predbiglue to costs related to the full year impédhe expansion of our London and Hong
Kong-based corporate and mergers and acquisitiwvisay services business.

Expenses were $302.0 million for the year endedebdoer 31, 2008, an increase of $130.3 million,G%7compared to $171.7 million
for the year ended December 31, 2007. CompensatidiBenefits—Base Compensation increased $102libmiprincipally related to
compensation associated with our senior managimgtdirs which was accounted for as partnershipiloligtons prior to our IPO. Additionally,
the change in Compensation and Benefits was dag tocrease in Advisory Fees revenues, as a pafioompensation is directly related to
the profitability of each of the service businessgther Operating Expenses increased $28.2 milpdngipally due to costs related to the
expansion of our London and Hong Kong-based cotpamad mergers and acquisitions advisory serviaembss and an increase in bad debt
expense.

Liquidity and Capital Resources
Liquidity and Capital Resource

Blackstone’s business model derives revenue priynfaom third party assets under management and fridvisory businesses.
Blackstone is not a capital or balance sheet intermusiness and targets operating expense leveltstbat total management and advisory fees
exceed total operating expenses each period. Asudtrwe require limited capital resources to supthe working capital or operating need
our businesses. We draw primarily on the long teommmitted capital of our limited partner investaygund the investment requirements of
Blackstone Funds and use our own realizations asl flows to invest in growth initiatives, make goitments to our own funds, which are
typically less than 5% of the assets under manageaie fund, or pay distributions to unitholders.

Fluctuations in our balance sheet result primdriyn activities of the Blackstone Funds which asasolidated as well as business
transactions, such as the issuance of senior desgsibed below. The majority economic ownershiprigsts of the Blackstone Funds are
reflected as NorGontrolling Interests in Consolidated Entitiestie tonsolidated and combined financial statemdiis.consolidation of the:
Blackstone Funds has no net effect on the Partipesdkiet Income or Partners’ Capital. Additionalfjyctuations in our balance sheet also
include appreciation or depreciation in Blackstonestments in the Blackstone Funds, additionaéstments and redemptions of such
interests in the Blackstone Funds and the colleatfareceivables related to management and adviees; For the year ended December 31,
2009, we had total management and advisory feeingéer@st income of $1.5 billion and total expense$1.1 billion, generating Net Fee
Related Earnings from Operations of $410.4 millonthe year.

We have multiple sources of liquidity to meet oapital needs, including annual cash flows, accutadlaarnings in the businesses,
investments in our own liquid funds and accesautodebt capacity, including our $850 million comimdt revolving credit facility and the
proceeds from our issuance of senior notes. On s, 2009, we issued $600 million of senior neties rate of 6.625% per annum due
August 15, 2019. The interest is payable semi-dhnumaarrears on February 15 and August 15 of egedr, commencing on February 15,
2010. We plan to use the proceeds for general catppurposes. As of December 31, 2009, Blackdtade$952.1 million in cash, $626.2
million invested in cash management strategies$ai9%.2 million invested in liquid Blackstone Fundgainst $652.0 million in outstanding
borrowings.

We use Adjusted Cash Flow from Operations as aleammtal non-GAAP measure to assess our cash #odisamounts available for
distribution to unitholders. In accordance with GRAcertain of the Blackstone Funds are consolidiatedthe consolidated financial
statements of Blackstone, notwithstanding the tfaat Blackstone has only a minor economic intdregiese funds. Consequently,
Blackstone’s consolidated and combined financiteshents reflect the cash flows of the consolid&ledkstone Funds on a gross basis rather
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than the cash flows attributable to Blackstone.uatgd Cash Flow from Operations is therefore ireerto reflect the cash flows attributable to
Blackstone and is equal to operating activitiesented in accordance with GAAP, adjusted for clshsfrelating to changes in our operating

assets and liabilities, Blackstone Funds’ relate@$tment activity, differences in the timing odlized gains between Blackstone and

Blackstone Funds, non-controlling interests relatedeparted employees and non-controlling interigsincome of consolidated entities and
other non-cash adjustments. Management assessestédiCash Flow from Operations, which is derivedfour segment reported results, by

monitoring its key components, defined by managernehe (a) Net Fee Related Earnings from Operafiy) Performance Fees and
Allocations net of related profit sharing interetstat are included in compensation and (c) Blaciesiavestment income related to its
investments in liquid funds and its net realizegestment income on its illiquid investments.

The following table is a reconciliation of Net CaBtovided by (Used In) Operating Activities presshon a GAAP basis to Adjusted

Cash Flow from Operations:

Net Cash Provided by (Used in) Operating Activi
Unrealized Depreciation on Hedge Activit
Changes in Operating Assets and Liabili
Short Term Investment Activit
Blackstone Funds Related Investment Activi
Net Realized Gains (Losses) on Investm:
Non-controlling Interests in Income of Consolidatedit@s
Realized Gains (Loss«—Blackstone Fund

Cash Flows from Operatic—Adjustments (a
Elimination of Nor-Contributed Entities (t
Increase in Compensation Expense
Interests Held by Blackstone Holdings Limited Partn(d)
Eliminate Interest Expense (
Realized Gains (Loss«—Blackstone Fund
Incremental Cash Tax Effect |

Adjusted Cash Flow from Operatio
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Year Ended December 31,

2009

$ 411,50
6,97¢
(70,200)
553,28
(446,23)
(135,24
1,942,83
13,227

(1,792,17)

42,25(
$ 526,23¢

2008 2007
(Dollars in Thousands)
$1,890,43! $ (850,29
(757,089 166,86
(469,697 1,699,43;
(164,726 3,800,13
3,523,69 (1,499,58)
(197,426 87,37:
Pro Forma
— (46,527
— (255,426
(3,638,79) (1,101,73)
— 26,30z
— (275,33))
(57,609 (234,61
$ 128,80: $ 1,516,60.
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The following table provides the details of the gmments of Adjusted Cash Flow from Operations. Awjd Cash Flow from Operations

is the principal factor in determining the amouhtlistributions to unitholders.

(@)

(b)
(©
(d)
(€)
(f)
:
()
0)

(k)

Year Ended December 31
2009 2008 2007
(Dollars in Thousands)

Fee Related Earnin(

Total Management and Advisory Fees $1,530,38. $1,561,76! $1,638,94

Total Expenses (t 1,119,97. 1,134,09 1,252,25I

Net Fee Related Earnings from Operati 410,41( 427 ,66¢ 386,69

Performance Fees and Allocations Net of Related fggm®ation (i 32,097 33,21( 829,56¢

Blackstone Investment Income

Liquid 58,36: (327,45) 138,20:

lliquid 25,37 (4,629 162,13t

83,73¢ (332,07) 300,33¢

Adjusted Cash Flow from Operatio $ 526,23t $ 128,80: $1,516,60
Earnings Before Interest, Taxes and Depreciatieh/Amortization from Net

Fee Related Earnings from Operations $ 495,48 $ 510,76( $ 686,16¢

Adjusted Cash Flow from Operations is basecdupstorical results of operations and gives eftedhe pre-initial public offering
reorganization and the initial public offering &thiey were completed as of January 1, 2007. Theséorma adjustments are consistent
with Rule 1:-01 of Regulation —X at the time of the IPC

Represent adjustments to eliminate from AdjusteshGdow from Operations the cash flows of the besses that were not contribute:
part of the reorganizatio

Represent adjustments to reflect in Adjusted CasWw FFom Operations the cash portion of expenskded to employee compensati
that were not effective prior to the IPO as wellvasted carried interest for departed partr

Represents an adjustment to add back net incorsg) @dlocable to interest holders of Blackstoneditgs Limited Partners after tl
Reorganization recorded as MControlling Interests

Represent adjustments to eliminate interestresg@in Adjusted Cash Flow from Operations for 200The assumption that the revolving
credit facility was repaid in full from the procesedf the IPO

Represent the provisions for and/or adjustmémiacome taxes that were calculated using theesaethodology applied in calculating
such amounts for the period after the reorganina

Comprised of total segment Management and AdviBess plus Interest Inconr

Comprised of total segment compensation expens#u@rg compensation expense related to Performiaes and Allocations pursu
to Blackstone’s profit sharing plans related tariegrinterest and incentive fees which are incluitie@ below), other operating expenses
and Blackston's estimate of cash taxes currently ¢

Represents realized Performance Fees and Aitotanet of corresponding actual amounts due uBtikstone’s profit sharing plans
related theretc

Comprised of Blackstor's investment income (realized and unrealized) fitartfiquid investments in its Credit and Marketa
Alternatives segment as well as its net realizedstment income from its illiquid investments, gipally in its Private Equity and Real
Estate Segments and permanent impairment chargesrtam illiquid investments

Earnings Before Interest, Taxes and Depreciagiod Amortization from Net Fee Related EarningsiflOperations represents Net Fee
Related Earnings from Operations adding back th@iéu cash taxe
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payable component from the Adjusted Cash Flows f@perations reconciliation presented above, whdhdluded in (f), and segme
interest and segment depreciation and amortizafiba.cash taxes payable component of (f) was $6él@n, $43.5 million and $282.3
million for the years ended December 31, 2009, 20882007, respectively. Interest and depreciaimhamortization was $34.0 millic
$39.6 million and $17.1 million for the years endzecember 31, 2009, 2008 and 2007, respecti

Our Sources of Cash and Liquidity Needs

We expect that our primary liquidity needs will esh to (1) provide capital to facilitate the griowf our existing businesses which
principally includes funding our general partned @o-investment commitments to our funds, (2) ptewéapital to facilitate our expansion into
new businesses that are complementary, (3) paytpgrexpenses, including cash compensation tewymoyees and other obligations as 1
arise, (4) fund modest capital expenditures, (payeborrowings and related interest costs, (6)ipagme taxes and (7) make distributions to
our unitholders and the holders of Blackstone HajdiPartnership Units. Our own capital commitmémnisur funds and funds we invest in as
of December 31, 2009, consisted of the following:

Original Remaining
Fund Commitment Commitment
Private Equity (Dollars in Thousands)
BCP VI $ 500,00( $ 500,00(
BCP V 629,35¢ 175,39:
BCP IV 150,00( 14,61«
BCOM 50,00( 5,07¢
Real Estate Funds
BREP VI 750,00( 423,77(
BREP V 52,54¢ 7,747
BREP International | 28,66¢ 3,667
BREP IV 50,00( —
BREP Internationg 20,00( 3,29:
BREP Europe I 100,00( 97,07¢
BSSF | 6,992 —
BSSF I 43,00¢ 13,27¢
CMBS Fund 4,01( —
Credit and Marketable Alternatives
BMEZZ Il 17,69: 2,72¢
BMEZZ 41,00( 2,59(
Strategic Alliance 50,00( 16,18t
Blackstone Credit Liquidity Partne 32,24 7,42¢
Value Recoven 25,00( 2,631
Blackstone / GSO Capital Solutio 50,12t 44,68:
Other (a) 42,45 28,94
Total $ 2,643,08! $ 1,349,009

(&) Represents capital commitments to a number of @hedit and Marketable Alternatives funi

For some of the general parther commitments shawhe table above we require our senior managiregtirs and certain other
professionals to fund a portion of the commitmergrethough the ultimate obligation to fund the aggte commitment is ours pursuant to the
governing agreements of the respective funds. &R Bl, BREP VI and BREP Europe lll it is intendédt our senior managing directors and
certain other professionals will fund $250 milligk1,50 million and $35 million of the aggregate apgble general partner commitment shown
above, respectively. In addition, certain senionatng directors and other professionals are redu fund a de minimis amount of the
commitment in the other private equity and reahtestunds. We
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expect our commitments to be drawn down over tingkta be funded by available cash and cash gewfrat@® operations and realizations.
Taking into account prevailing market conditionsl &oth the liquidity and cash or liquid investmbatances, we believe that the sources of
liquidity described below will be more than suféat to fund our working capital requirements.

In May 2009, Blackstone Holdings Finance Co. L.L@Lir indirect subsidiary, entered into an $850iarilguaranteed revolving credit
facility with a bank group arranged by Citigroupo8al Markets Inc. and Banc of America Securitie€lthat expires in May 2010, unless
otherwise extended. The revolving credit facilipntains customary covenants and financial restristithat, among other things, limit the
ability of substantially all of our subsidiariegier than investment funds and portfolio companigshject to certain exceptions, to incur
indebtedness, make restricted payments, creatg heerge, consolidate or sell, transfer or leasetasor engage in certain other activities. The
revolving credit facility also contains financiaenants and customary events of default.

In August 2009, Blackstone Holdings Finance Co..C.Lissued $600 million in aggregate principal antaf 6.625% Senior Notes
which will mature on August 15, 2019, unless ear@leemed or repurchased. The notes are unsemutlachsubordinated obligations of
Blackstone Holdings Finance Co. L.L.C. and areyfathd unconditionally guaranteed, jointly and salrgr by The Blackstone Group L.P. and
each of the Blackstone Holdings partnerships. Tdiesncontain customary covenants and financialicéens that among other things limit
Blackstone Holdings Finance Co. L.L.C. and the gntors’ ability, subject to certain exceptionsirtour indebtedness secured by liens on
voting stock or profit participating equity intete®f their subsidiaries or merge, consolidateetl sansfer or lease assets. The notes also
contain customary events of default. All or a pontof the notes may be redeemed at our option wienmr in part, at any time and from time
time, prior to their stated maturity, at the makieale redemption price set forth in the notes.dhange of control repurchase event occurs, the
notes are subject to repurchase at the repurchiasegs set forth in the notes.

In addition to the cash we received in connectidth wur IPO, debt offering and our borrowing fatids, we expect to receive (1) cash
generated from operating activities, (2) carriggriest and incentive income realizations, and€a)izations on the carry fund investments that
we make. The amounts received from these threessim particular may vary substantially from yeayear and quarter to quarter depending
on the frequency and size of realization eventsedireturns experienced by our investment fundacl&tone’s investment income from our
liguid investments (whether or not realized) in @uedit and Marketable Alternatives segment is alstuded in our Adjusted Cash Flow from
Operations. Our available capital could be advgraffected if there are prolonged periods of felwstantial realizations from our investment
funds accompanied by substantial capital callséw investments from those investment funds. TheeeBlackstone’s commitments to our
funds are taken into consideration when managimgwerall liquidity and cash position.

For distributions related to fiscal 2010 and th&sFaour current intention is to distribute to @ammon unitholders substantially all of
The Blackstone Group L.P.’s net after-tax shareuwsfannual Distributable Earnings in excess of am®determined by our general partner to
be necessary or appropriate to provide for the eondf our business, to make appropriate investsi@nur business and our funds, to con
with applicable law, any of our debt instrument®tirer agreements, or to provide for future disttitns to our unitholders for any ensuing
guarter. Because we will not know what our Disttéhle Earnings will be for any fiscal year untietend of such year, we expect that our first
three quarterly distributions in respect of anyegiwear will be based on our anticipated annualitedFee Related Earnings. As such, the
distributions for the first three quarters willdily be smaller than the final quarterly distribatio respect of such year, which is expected to
also include realized Performance Fees and Allooatnet of related compensation and realized nestment income.

In most years the aggregate amounts of our disioibisi to unitholders will not equal our DistributaliEarnings for that year. Distributa
Earnings will only be a starting point for our deténation of the amount to
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be distributed to unitholders because as notedeggbo\determining the amount to be distributed vilesubtract from Distributable Earnings
any amounts determined by our general partner ttebessary or appropriate to provide for the condfiour business, to make appropriate
investments in our business and our funds, to cpmth applicable law, any of our debt instrumentother agreements, or to provide for
future distributions to our unitholders for any eimg quarter.

All of the foregoing is subject to the qualificatithat the declaration and payment of any distidimst are at the sole discretion of our
general partner and our general partner may chamgeistribution policy at any time.

With respect to fiscal year 2009, we have paidithistions of $0.90 per common unit to record hoddefrcommon units and we have
declared an additional distribution of $0.30 pemaron unit to common unitholders in respect of therth quarter of 2009 payable on March
31, 2010 to holders of record of common units atdlose of business on March 15, 2010. We havedasiared a distribution of $0.22 per v
in respect of 2009 to be paid to the Blackstonsgarel and others who are limited partners of taelitone Holdings partnerships, payable
on March 31, 2010 to holders of record of Blackstéfoldings partnership units at the close of bussren December 31, 2009. These
distributions related to fiscal year 2009 represérmur net after-tax share of our annual AdjustaghC~low from Operations in excess of
amounts determined by our general partner to bessacy or appropriate to provide for the conducusfbusiness, to make appropriate
investments in our business and our funds, to cpmjih applicable law, any of our debt instrumeotther agreements, or to provide for
future distributions to our common unitholders &y ensuing quarter.

As previously disclosed, public common unitholdeese entitled to a priority distribution of up td.20 per common unit per year ahead
of Blackstone personnel and others regarding tigiins made in respect of fiscal periods from dyl2007 through December 31, 2009. On
December 31, 2009 that distribution priority endad therefore all future distributions after thetdbutions referred to in the preceding
paragraph will be made on the same basis amomglaiers of Blackstone Holdings partnership unitddtby Blackstone personnel and others)
and all holders of Blackstone common units (helgblglic unitholders and others). Had the distribatpriority not been in effect in 2009 so
that 2009 cash distributions were made to all whitbrs on the same basis, the distributions to comuamitholders in respect of fiscal 2009
would have been $0.48 per unit instead of $1.2Qpér

In January 2008, the Board of Directors of our gahgartner, Blackstone Group Management L.L.Cthatized the repurchase of up to
$500 million of our common units and Blackstone diioyjs Partnership Units. Under this unit repurchasgram, units may be repurchased
from time to time in open market transactions, fingtely negotiated transactions or otherwise. fiiméeng and the actual number of Blackstone
common units and Blackstone Holdings Partnershijssitepurchased will depend on a variety of factorsluding legal requirements, price
and economic and market conditions. This unit relpase program may be suspended or discontinuet dinee and does not have a specified
expiration date. During the year ended Decembe3Q29, we repurchased a combination of 4,689,18fedeand unvested Blackstone
Common Units and Blackstone Holdings Partnershijidas part of the unit repurchase program fotta twst of $30.5 million. There were
repurchases of Blackstone Common Units and Blaoksttoldings Partnership Units for the three moetided December 31, 2009. As of
December 31, 2009, the amount remaining availaislegpurchases was $339.5 million under this progra

We may under certain circumstances use leveragertypyistically and over time to create the mosicafht capital structure for
Blackstone and our public common unitholders, idirig through the issuance of debt securities. ABexfember 31, 2009, we had partners’
capital of $6.0 billion, including $952.1 milliom icash, $626.2 million invested in cash managemsieategies and $495.2 million invested in
liquid Blackstone Funds, against $652.0 millioroutstanding borrowings.

Our private equity funds, real estate funds andi$usf hedge funds have not historically utilizebstantial leverage at the fund level
other than for short-term borrowings between the ddan investment and the receipt

100



Table of Contents

of capital from the investing fund’s investors. @airry funds make direct or indirect investmentsampanies that utilize leverage in their
capital structure. The degree of leverage employgeicts among portfolio companies.

Certain of our Credit and Marketable Alternativesds use leverage in order to obtain additionaketagxposure, enhance returns on
invested capital and/or to bridge short-term castds. The forms of leverage primarily employedh®se funds include purchasing securities
on margin, utilizing collateralized financing ansing derivative instruments.

Critical Accounting Policies

We prepare our consolidated and combined finaistééments in accordance with accounting princigéeerally accepted in the United
States. In applying many of these accounting pplesi we need to make assumptions, estimates god@ments that affect the reported
amounts of assets, liabilities, revenues and exgseinsour consolidated financial statements. We lbas estimates and judgments on historical
experience and other assumptions that we belie/esasonable under the circumstances. These assnm@stimates and/or judgments,
however, are often subjective. Actual results maytiected negatively based on changing circumstaritactual amounts are ultimately
different from our estimates, the revisions arduded in our results of operations for the periodvhich the actual amounts become known.
We believe the following critical accounting poéisicould potentially produce materially differeasults if we were to change underlying
assumptions, estimates and/or judgments. (See2N68mmary of Significant Accounting Policies”tine “Notes to the Consolidated and
Combined Financial Statements” in “Part Il. ItenF&ancial Statements and Supplementary Data”isffiling.)

Principles of Consolidatior

The Partnership consolidates all entities thadiittiols through a majority voting interest or othise, including those Blackstone Funds
in which the general partner is presumed to hawérab Although the Partnership has a minority iia&t in the Blackstone Holding
partnerships, the limited partners do not haveitiig to dissolve the partnerships or have substikick out rights or participating rights that
would overcome the presumption of control by thariaship. Accordingly, the Partnership consolidééackstone Holdings and records non-
controlling interests to reflect the economic ietts of the limited partners of Blackstone Holdings

In addition, the Partnership consolidates all \@&anterest entities (“VIE”) in which it is the ipmary beneficiary. An enterprise is
determined to be the primary beneficiary if it atsothe majority of the VIE’'s expected losses, neeethe majority of the VIE's expected
returns, or both.

GAAP requires an analysis to (a) determine whedineentity in which the Partnership holds a varidblerest is a variable interest entity,
and (b) whether the Partnership’s involvement,ugtoholding interests directly or indirectly in thetity or contractually through other
variable interests (e.g., management and perforeneeiated fees), would be expected to absorb arityagd the variability of the entity.
Performance of that analysis requires the exedfifggdgment. The Partnership determines whethiertiie primary beneficiary of a VIE at the
time it becomes involved with a variable interesitg and reconsiders that conclusion based omiceréconsideration events. In evaluating
whether the Partnership is the primary beneficiBlgckstone evaluates its economic interests iritthd held either directly by the Partnership
or indirectly through employees. The consolidatimalysis can generally be performed qualitativebuever, if it is not readily apparent that
the Partnership is not the primary beneficiaryuargitative expected losses and expected residtiahis calculation is performed. Investments
and redemptions (either by the Partnership, atitiabf the Partnership or third parties) or amenmdmt the governing documents of the
respective Blackstone Fund could affect an erdtisgatus as a VIE or the determination of the pryrb@neficiary. At each reporting date anc
the occurrence of reconsideration events, the Battip assesses whether it is the primary bengfiaiad will consolidate or deconsolidate
accordingly.
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Revenue Recognitio
Revenues primarily consist of management and adrises, performance fees and allocations, investimeome, interest and dividend
revenue and other.

Please refer to “Part I. Item 1. Business, Incenfivrvangements / Fee Structure” for additional infation regarding the manner in which
Base Management Fees and Performance Fees andtAdtocare generated.

Management and Advisory FeedManagement and Advisory Fees are comprised of geanant fees, including base management fees,
transaction and other fees, management fee redsaiiod offsets, and advisory fees.

The Partnership earns base management fees frotadipartners of funds in each of its managed fuatla fixed percentage of assets
under management, net asset value, total assetsyitied capital or invested capital. Base managefees are based on contractual terms
specified in the underlying investment advisoryesggnents. The range of management fee rates adltheation base from which they are
earned are as follows:

On private equity, real estate, and certain credénted funds:
e 1-2% of committed capital during the commitment pey
* 0.75 1.5% of invested capital subsequent to the investiperiod for private equity and real estate furzahe

« 1-1.5% of invested capital for certain credit oriehfends

On credit-oriented funds structured like hedge find
 1.5-2 9% of net asset valt

On funds of hedge funds and separately managediaicimvested in hedge funds:
* 0.65% to 1.5% of assets under manager

On CLO vehicles:
e 0.50% to 1.25% of total asse

On closed-end mutual funds:
e 0.75% to 1.1% of fund asse

Transaction and other fees (including monitoringsjeare fees charged directly to funds and pootimdmpanies. The investment advis
agreements generally require that the investmearis@dreduce the amount of management fees papgtitee limited partners to the
Partnership (“management fee reductions”) by anuarhequal to a portion of the transaction and otbes directly paid to the Partnership by
the portfolio companies. The amount of the redunctiaries by fund, the type of fee paid by the mdidfcompany and the previously incurred
expenses of the fund.

Management fee offsets are reductions to managefi@enpayable by our limited partners, which aentgd based on the amount they
reimburse us for placement fees.

Advisory fees consist of advisory retainer and $eantion-based fee arrangements related to merggrisition, restructuring and
divestiture activities and fund placement servitceslternative investment funds. Advisory retaifess are recognized when services for the
transactions are complete, in accordance with terms
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set forth in individual agreements. Transactioneblafees are recognized when (a) there is evideinae arrangement with a client, (b) agreed
upon services have been provided, (c) fees ard fixeleterminable and (d) collection is reasonalsgured. Fund placement fees are
recognized as earned upon the acceptance by afuwagital or capital commitments.

Accrued but unpaid Management and Advisory Feaspfnmanagement fee reductions, as of the repoding, are included in Accounts
Receivable or Due From Affiliates in the Consolethand Combined Statements of Financial Condition.

Performance Fees and Allocatiorsperformance fees earned on the performance okBliawe’s hedge fund structures are recognized
based on fund performance during the period, stibjethe achievement of minimum return levels, ightwater marks, in accordance with the
respective terms set out in each hedge fund invagtadvisory agreement. Performance Fees rangebetd® and 20%. Accrued but unpaid
performance fees charged directly to limited padrie Blackstones offshore hedge funds as of the reporting dateesm@ded within Due fror
Affiliates in the Consolidated and Combined Stateta®f Financial Condition. Performance fees agisin Blackstone’s onshore hedge funds
are allocated to the general partner. Accrued bpgigd performance fees on onshore funds as okfh@rting date are reflected in Investments
in the Consolidated and Combined Statements ofri€iahCondition.

In certain fund structures, specifically in privaguity, real estate and certain credit-orienteiéu(“Carry Funds”), performance fees
(“Carried Interest”) are allocated to the genegatper based on cumulative fund performance to, datgject to a preferred return to limited
partners. Carried Interest allocations range batvi®8o and 20% of fund appreciation. At the endaahereporting period, the Partnership
calculates the Carried Interest that would be dubé Partnership for each fund, pursuant to thd figreements, as if the fair value of the
underlying investments were realized as of such,daespective of whether such amounts have begdized. As the fair value of underlying
investments varies between reporting periods,rieisessary to make adjustments to amounts recagl€arried Interest to reflect either
(a) positive performance resulting in an increastné Carried Interest allocated to the generahpaior (b) negative performance that would
cause the amount due to the Partnership to béHasghe amount previously recognized as revemsalting in a negative adjustment to
Carried Interest allocated to the general partimegach scenario, it is necessary to calculat€treied Interest on cumulative results compared
to the Carried Interest recorded to date and makeegquired positive or negative adjustments. Tdrgnership ceases to record negative Ce
Interest allocations once previously recognizedi€ainterest allocations for such fund have begly feversed. The Partnership is not
obligated to pay guaranteed returns or hurdlestlemfore cannot have negative Carried Interest the life of a fund. Accrued but unpaid
Carried Interest as of the reporting date is rédlédn Investments in the Consolidated and Comb8tatements of Financial Condition.

Carried interest is realized when an underlyingstinent is profitably disposed of and the fundmalative returns are in excess of the
preferred return. Performance fees earned on hedgestructures are realized at the end of eactt’ Sumeasurement period.

Carried Interest is subject to clawback to the mixtieat the Carried Interest actually distributediate exceeds the amount due to
Blackstone based on cumulative results. As suehadcrual for potential repayment of previouslyereed performance fees and allocations,
which is a component of Due to Affiliates, repraseall amounts previously distributed to Blackstéfeddings and non-controlling interest
holders that would need to be repaid to the Blaciestunds if the Blackstone Carry Funds were tliiqoidated based on the current fair value
of the underlying funds’ investments as of the répg date. The actual clawback liability, howewdoes not become realized until the end of a
fund’s life or one year after a realized loss wuimed, depending on the fund.

Investment Income (Loss}Investment Income (Loss) represents the unrealireldrealized gains and losses on the Partnership’s
principal investments, including its investment8iackstone Funds that are not consolidated, ttgmethod investments, and other princ
investments.
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Interest and Dividend Revengelnterest and Dividend Revenue comprises primamiigrest and dividend income earned on principal
investments held by Blackstone.

Other Revenue-Other Revenue comprises primarily foreign exchagajas and losses arising on transactions denoetdnatcurrencies
other than U.S. dollars.

Expenses

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

Compensation and Benefits —-Base CompensatiBase compensation and benefits consists of (a)ogteg compensation, comprising
salary and bonus, and benefits paid and payatdmfdoyees, including senior managing directors(@pequity-based compensation
associated with the grants of equity-based awarésniployees, including senior managing directors.

Equity-Based CompensationGempensation cost relating to the issuance of dbased awards to senior management and employees is
measured at fair value at the grant date, takitgydonsideration expected forfeitures, and expensedthe vesting period on a straight line
basis. Equity-based awards that do not requiredutarvice are expensed immediately. Cash setjjgitiebased awards are classified as
liabilities and are re-measured at the end of egpbrting period.

Compensation and Benefits—Performance Fee Refatedrformance fee related compensation and bemefitsists of Carried Interest
and performance fee allocations to employees, diegisenior managing directors, participating intai@ profit sharing initiatives. Employees
participating in such initiatives are allocatedestain portion of Carried Interest and performafess allocated to the general partner under
performance fee allocations (see “Revenue Recagri)tiSuch compensation expense is recognizedeiiséime manner as Carried Interest and
performance fee allocations and is subject to po#itive and negative adjustments as a resultafigds in underlying fund performance.

Fair Value of Financial Instruments

GAAP establishes a hierarchal disclosure framewdrich prioritizes and ranks the level of marketprobservability used in measuring
financial instruments at fair value. Market prideservability is affected by a number of factorgluiling the type of financial instrument, the
characteristics specific to the financial instrutnamd the state of the marketplace, including tistence and transparency of transactions
between market participants. Financial instrumaeiritis readily available quoted prices in active neskgenerally will have a higher degree of
market price observability and a lesser degreeaddient used in measuring fair value.

Financial instruments measured and reported avéire are classified and disclosed based on theraability of inputs used in the
determination of fair values, as follows:

» Level I—Quoted prices are available in active m&sHKer identical financial instruments as of thporing date. The type of
financial instruments in Level | include listed &ps and listed derivatives. The Partnership dagsadjust the quoted price for
these investments, even in situations where Blaoksholds a large position and a sale could reddpirapact the quoted pric

» Level II—Pricing inputs are other than quoted prices invaatharkets, which are either directly or indireailyservable as of tf
reporting date, and fair value is determined thtotige use of models or other valuation methodokdinancial instruments which
are generally included in this category includepooate bonds and loans, less liquid and restrietgity securities, certain over-the-
counter derivatives where the fair value is basedliservable inputs, and certain fund of hedgedundestments in which
Blackstone has the ability to redeem its investna¢miet asset value at, or within three monthshefreporting date
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» Level lll—Pricing inputs are unobservable for the finangiatiuments and includes situations where theitles if any, marke
activity for the financial instrument. The inpuigod the determination of fair value require sigeafit management judgment or
estimation. Financial instruments that are incluthetthis category generally include general andtéchpartnership interests in
private equity and real estate funds, credit-oadrtinds, distressed debt and non-investment gesidual interests in
securitizations, collateralized loan obligationsrtain over the counter derivatives where thevalue is based on unobservable
inputs and certain funds of hedge funds which #tesset value per share to determine fair valuehinh Blackstone may not ha
the ability to redeem its investment at net asabtevat, or within three months of, the reportiaged Blackstone may not have the
ability to redeem its investment at net asset vatyer within three months of, the reporting détmn investee fund manager has the
ability to limit the amount of redemptions, andtbe ability to side-pocket investments, irrespextif whether such ability has been
exercised

In certain cases, the inputs used to measuredhievmay fall into different levels of the fair uval hierarchy. In such cases, the
determination of which category within the fair walhierarchy is appropriate for any given finanaiatrument is based on the lowest level of
input that is significant to the fair value measneast. The Partnership’s assessment of the signifecaf a particular input to the fair value
measurement in its entirety requires judgment amsicers factors specific to the financial instratne

In certain cases, debt and equity securities dreedaon 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 madriogarket transactions in comparable
investments and various relationships between trmersts.

In the absence of observable market prices, Blankstalues its investments using valuation metragies applied on a consistent basis.
For some investments little market activity mayséxmanagement’s determination of fair value isithased on the best information available
in the circumstances, and may incorporate managésmamn assumptions and involves a significant degyf judgment, taking into
consideration a combination of internal and extefaetors, including the appropriate risk adjustseior non-performance and liquidity risks.
Investments for which market prices are not obddevanclude private investments in the equity oéigiing companies, real estate propertir
certain funds of hedge funds. The valuation teamifpr each of these investments is described below

Private Equity InvestmentsFhe fair values of private equity investments atetmined by reference to projected net earnireysimgs
before interest, taxes, depreciation and amortingiEBITDA”), the discounted cash flow method, fiabmarket or private transactions,
valuations for comparable companies and other measvhich, in many cases, are unaudited at theréeeived. Valuations may be derived
by reference to observable valuation measuresdimparable companies or transactions (e.g., muitiglg key performance metric of the
investee company such as EBITDA by a relevant vimnanultiple observed in the range of comparabl@ganies or transactions), adjustet
management for differences between the investmehttee referenced comparables, and in some instdnyceeference to option pricing
models or other similar methods. Private equityestiments may also be valued at cost for a perididhef after an acquisition as the best
indicator of fair value.

Real Estate InvestmentsThe fair values of real estate investments areraiéted by considering projected operating cash $losales of
comparable assets, if any, and replacement cosiegnther measures. The methods used to estimeafaittvalue of real estate investments
include the discounted cash flow method and/ortalipation rates (“cap rates”) analysis. Valuatiomsy be derived by reference to observable
valuation measures for comparable companies otsa@sg., multiplying a key performance metriclod investee company or asset, such as
EBITDA, by a relevant valuation multiple observedhie range of comparable companies or transagtiadpisted by management for
differences between the investment and the refedenc
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comparables, and in some instances by referermetitin pricing models or other similar methods. Aiddally, where applicable, projected
distributable cash flow through debt maturity vailbo be considered in support of the investmertsying value.

Funds of Hedge FundsBlackstone Funds’ direct investments in fundhedge funds (“Investee Funds”) are valued at redtaslue
(“NAV") per share of the Investee Fund. If the Parship determines, based on its own due diligandeinvestment procedures, that NAV per
share does not represent fair value, the Partipevghiestimate the fair value in good faith andaimanner that it reasonably chooses, in
accordance with its valuation policies.

Credit-Oriented InvestmentsThe fair values of credit-oriented investments generally determined on the basis of prices tetwe
market participants provided by reputable dealefzriging services. In some instances, Blackstoag otilize other valuation techniques,
including the discounted cash flow method.

Investments, at Fair Value

The Blackstone Funds are accounted for as investooempanies under the AICPA Audit and Accountingdaulnvestment Companies
and reflect their investments, including majorityreed and controlled investments (the “Portfolio Qamies”), at fair value. Blackstone has
retained the specialized accounting for the codatdid Blackstone Funds. Thus, such consolidatedsfunmvestments are reflected in
Investments on the Consolidated and Combined Seatemnof Financial Condition at fair value, with ealized gains and losses resulting from
changes in fair value reflected as a componentatf®ains (Losses) from Fund Investment Activitieshie Consolidated and Combined
Statements of Operations. Fair value is the amthattwould be received to sell an asset or patdatwsfer a liability, in an orderly transaction
between market participants at the measuremen{idatethe exit price).

Blackstone’s principal investments are presentddiavalue with unrealized appreciation or depagion and realized gains and losses
recognized in the Consolidated and Combined Stattswd Operations within Investment Income (Loss).

For certain instruments, the Partnership has eldbiefair value option. Such election is irrevdeadnd is applied on an investment by
investment basis at initial recognition. The Parshig has applied the fair value option for cerfagns and receivables and certain investments
in private debt and equity securities. Loans exgento third parties are recorded within Accountsdeable within the Consolidated and
Combined Statements of Financial Condition. Delot @quity securities for which the fair value optiwais been elected are recorded within
Investments. The methodology for measuring theviaiue of such investments is consistent with tle¢hmdology applied to private equity, r
estate and fund of hedge funds investments. Chandbs fair value of such instruments are recogghim Investment Income (Loss) in the
Consolidated and Combined Statements of Operatintesest income on interest bearing loans andvabkes and debt securities on which
fair value option has been elected is based oadstatupon rates adjusted for the accretion of msehliscounts and the amortization of
purchase premiums. This interest income is recowdtdn Interest and Dividend Revenue. Further ldisare on instruments for which the fair
value option has been elected is presented in Rdteair Value Option” in the “Notes to the Constated and Combined Financial Statements”
in “Part Il. Item 8. Financial Statements and Seppgntary Data” of this filing.

Intangibles and Goodwill

Blackstone’s intangible assets consist of contaaights to earn future fee income, including ngeraent and advisory fees and Carried
Interest from its Carry Funds. Identifiable finiteed intangible assets are amortized on a strdigétbasis over their estimated useful lives,
ranging from 5 to 20 years, reflecting the contrattives of such funds. The Partnership does otat &ny indefinite-lived intangible assets.
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Goodwill comprises goodwill arising from the Reangaation of the Partnership in 2007 and the actjaisbf GSO in 2008.

Intangibles and goodwill are reviewed for impairmanleast annually, or more frequently if circuargtes indicate impairment may have
occurred.

We test goodwill for impairment at the operatingreent level (the same as our reportable segméits)agement has organized the f
into four operating segments. All of the componéntsach segment have similar economic charadtariahd management makes key
operating decisions based on the performance &f ssgment. Therefore, we believe that operatingisagis the appropriate reporting level
for testing the impairment of goodwill. In deterrimg fair value for each of our segments, we utibizéiscounted cash flow methodology based
on the adjusted cash flows from operations for eagiment. We believe this method provides the dggatoximation of fair value. In
calculating the discounted cash flows, we begimwie adjusted cash flows from operations of eagment. We then determine the most
likely growth rate by operating segment for eaclthef next five years and keep the growth rategdars six through twenty the same as the
growth rate used in year five. We assume no termidae for any segment, nor do we apply a corgremium. The discounted cash flow
analysis assumes no borrowings, but includes acatlbn of interest expense for the assumed unem@adhitment fee on Blackstone’s
revolving credit facility, which is allocated todasegment. We use a discount rate that refleetasélighted average cost of capital adjusted for
the risks inherent in the future cash flows.

In 2009 and 2008, Blackstone utilized the discodimi@sh flow model, described above, to approxirttedair value of each of its
segments.

Off-Balance Sheet Arrangements

In the normal course of business, we enter int@uaroff-balance sheet arrangements including sgarmgs and owning limited or general
partner interests in consolidated and non-congeélfunds, entering into derivative transactioméegng into operating leases, and entering
into guarantee arrangements. We also have ongaipitat commitment arrangements with certain of @nsolidated and non-consolidated
drawdown funds. We do not have any b#flance sheet arrangements that would require fusitblosses or guarantee target returns to ink&
in our funds.

Further disclosure on our off-balance sheet arnaregés is presented in the “Notes to the Consolitlatel Combined Financial
Statements” in “Part Il. Item 8. Financial Statetseand Supplementary Data” of this filing as folkow
* Note 6"Derivative Financial Instrumer”,
* Note 9“Variable Interest Entiti¢’, and

* Note 16“Commitments and Contingencies—Commitments, Opegdteases;,—Commitments, Investment Commitments:-and
Contingencies, Guarante”.

Recent Accounting Developments

During 2009, the Partnership adopted guidance ésbyg¢he FASB on the Accounting Standards Codificaaind the hierarchy of
generally accepted accounting principles whichidistaed the FASB Standards Accounting Codificatf@odification”) as the source of
authoritative GAAP recognized by the FASB to beligapto nongovernmental entities, and rules anerpretive releases of the SEC as
authoritative GAAP for SEC registrants. The Codifion supersedes all the existing non-SEC accagiatial reporting standards and
subsequently, the FASB will not issue new standardise form of Statements, FASB Staff Position&orerging Issues Task Force Abstracts.
This guidance also replaces the prior guidancerdéusthe
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GAAP hierarchy, given that once in effect, the guide within the Codification will carry the samgdeof authority. As the guidance is limit
to disclosures in the consolidated financial staets and the manner in which the Partnership réde@®AAP authoritative literature, adoption
did not have a material impact on the PartnersHipancial statements.

Effective January 1, 2009, the Partnership adoptedunting guidance issued by the Financial Acdogritandards Board (“FASB”) on
business combinations. The guidance requires tipgirfity entity in a business combination, for whible acquisition date is on or after
January 1, 2009, to recognize the full fair valfiassets, liabilities, contingencies and contingemsideration obtained in the transaction
(whether for a full or partial acquisition); estisbles the acquisition date fair value as the measent objective for all assets acquired and
liabilities assumed; requires expensing of mostdaation and restructuring costs; and requiresith@irer to disclose to investors and other
users all of the information needed to evaluatewarderstand the nature and financial effect ohihsiness combination. The guidance applies
to all transactions or other events in which tharieaship obtains control of one or more businesseiding those sometimes referred to as
“true mergers” or “mergers of equals” and combimasi achieved without the transfer of considerationexample, by contract alone or
through the lapse of minority veto rights. The Rarship did not enter into any business combinatiamsactions during the year ended
December 31, 2009.

Effective January 1, 2009, the Partnership adogtediance on the accounting and financial stateqeagentation of non-controlling
(minority) interests. The guidance requires repgrentities to present non-redeemable non-cormigp(iininority) interests as equity (as
opposed to a liability or mezzanine equity) andvites guidance on the accounting for transacti@aéen an entity and non-controlling
interests. As a result of adoption, (a) with respe¢he Consolidated and Combined Statementsrerigial Condition, the Redeemable Non-
Controlling Interests in Consolidated Entities wasamed as such and remained classified as meezaqinty, and the non-redeemable Non-
Controlling Interests in Consolidated Entities &tmh-Controlling Interests in Blackstone Holdingwvédeen reclassified as components of
Partners’ Capital, (b) with respect to the Consaakd and Combined Statements of Operations, NetriedLoss) is now presented before non-
controlling interests, the Net Income (Loss) atttéble to the three categories of non-controllimgriests discussed in (a) above are now
presented separately, and the Consolidated and iBecthBtatements of Operations now net to Net Incfiross) Attributable to The
Blackstone Group L.P., and (c) with respect toGloasolidated and Combined Statements of Chandgeariners'Capital, roll forward columr
have now been added for each component of nonadtindy interests discussed in (a) above. The ptasiem and disclosure requirements have
been applied retrospectively for all periods préseéin accordance with the issued guidance. Theamaie also clarifies the scope of accour
and reporting for decreases in ownership of a slidri to include groups of assets that constitutesiness. The scope clarification did not
have a material impact on the Partnership’s firerstatements.

Effective January 1, 2009, the Partnership adogtediance issued by the Emerging Issues Task FtECER") on the application of the
two-class share method of earnings per share diedpp master limited partnerships. The guidarmglias to master limited partnerships that
make incentive equity distributions. The Partngydids applied the guidance on a retrospective basi$ias presented earnings per shas:
on the two-class share method for all periods prtese The adoption did not have a material impadhe Partnership’s financial statements.

Effective January 1, 2009, the Partnership adogtédance issued by the FASB regarding disclosusestaderivative instruments and
hedging activities. The purpose of the guidande improve financial reporting of derivative instnents and hedging activities. The guidance
requires enhanced disclosures to enable invesidrstter understand how those instruments anditesiare accounted for, how and why they
are used and their effects on an entity’s finangisition, financial performance and cash flowse @doption resulted in additional required
disclosures relating to derivative instruments @s@nted in Note 6. “Derivative Financial Instrunséiin the “Notes to the Consolidated and
Combined Financial Statements” in “Part Il. ItenF&ancial Statements and Supplementary Data”isffiling.
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Effective January 1, 2009, the Partnership adogtediance on the determination of the useful liféentdingible assets. The guidance
amends the factors an entity should consider irldging renewal or extension assumptions usedteriakning the useful life of recognized
intangible assets. The new guidance applies préispBcto (a) intangible assets that are acquiretividually or with a group of other assets
and (b) both intangible assets acquired in busioeswhinations and asset acquisitions. The adopfidine guidance did not have a material
impact on the Partnership’s financial statements.

Effective January 1, 2009, the Partnership adogtédance issued by the FASB on determining whetigruments granted in share-
based payment transactions are participating dexurThe guidance addresses whether instrumeattegt in sharéased payment transactit
are participating securities prior to vesting ameréfore need to be included in the earnings dilmean calculating earnings per share unde:
two-class method of calculation. The guidance nexguéntities to treat unvested share-based payemertls that have non-forfeitable rights to
dividends or dividend equivalents as a separassadésecurities in calculating earnings per shasea result of adoption, the Partnership
includes unvested participating Blackstone Commaitd.as a component of Common Units Entitled toftyi Distributions — Basic in the
calculation of earnings per common unit for allipds presented, due to their equivalent distributights as Blackstone Common Units. The
impact of the adoption and retroactive applicator?008 was as follows:

Year Ended June 19, 2007 through
December 31, 2008 December 31, 2007
Originally Originally
Upon Upon
Reported Adoption Reported Adoption
Net Loss Per Common Un—Basic and Diluted
Common Units Entitled to Priority Distributiol $ (4.3€ $ (4.39) $ (1.29 $ (1.2¢
Common Units Not Entitled to Priority Distributiol $ (3.09 $ (3.06) N/A N/A

During 2009, the Partnership adopted guidance ésbyghe FASB on determining fair value when thiuaee and level of activity for tt
asset or liability has significantly decreased mtghtifying transactions that are not orderly. Atiop did not have a material impact on the
Partnership’s financial statements.

During 2009, the Partnership adopted guidance tmniin disclosures about fair value of financialtinsnents. Such disclosures were
previously required only in annual financial stagas. The adoption of the guidance resulted inrtbleision of interim financial statement
disclosures which had previously been annual.

During 2009, the Partnership adopted guidance beesjuent events. The guidance is intended to edtajd@neral standards of
accounting for and disclosure of events that oafter the balance sheet date but before finant@tééments are issued or are available to be
issued. The adoption resulted in additional disglesegarding subsequent events as presented m29dSubsequent Events” in the “Notes to
the Consolidated and Combined Financial Statemémt§”art Il. ltem 8. Financial Statements and Sapgentary Data” of this filing.

During 2009, the Partnership adopted guidance isbye¢he FASB on the measurement of the fair vafu@bilities. The guidance
provides clarification that in circumstances in @fha quoted price in an active market for the idahtiability is not available, fair value must
be measured using valuation techniques that usguthied price of the identical liability when tradas an asset, quoted prices for similar
liabilities or similar liabilities when traded assets or alternative valuation techniques includingncome approach or a market approach. In
addition, guidance is provided on the classificatd liabilities measured at fair value within tfagr value hierarchy. Where the fair value of a
liability is based on a quoted price in an activarket for the identical liability or on the quotpdce for an identical liability when traded as an
asset in an active market
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without adjustment to the quoted price, the faluganeasurement shall be classified as Level 1.aboption did not have a material impact on
the Partnership’s financial statements.

During 2009, the Partnership adopted implementaigdance issued by the FASB on accounting for datgy in income taxes. The
updated guidance considers an entity’s assertatrittis a tax-exempt not for profit or a pass tlgb entity as a tax position that requires
evaluation. In addition, the guidance provided iempéntation guidance on the attribution of incomxesao entities and owners. The adoption
of the guidance did not have a material impacthenRartnership’s financial statements.

In September 2009, the FASB issued guidance owéhire measurements and disclosures relating #stments in certain entities that
calculate net asset value (“NAV”) per share (oeigslivalent). The guidance permits, as a practigpedient, an entity holding investments in
certain entities that either are investment comgmat defined by the AICPA Audit and Accountingdajinvestment Companie®r have
attributes similar to an investment company, aridutate net asset value per share or its equivédenthich the fair value is not readily
determinable, to measure the fair value of suckstments on the basis of that NAV per share, @qtsvalent, without adjustment. The
guidance also requires disclosure of the attribafésvestments within the scope of the guidancenajor category of investment. Such
disclosures include the nature of any restrictimm&n investor’s ability to redeem its investmeaaitthe measurement date, any unfunded
commitments and the investment strategies of thesitee. Additional guidance is provided on thesifecstion of investments for which NAV
is used to measure fair value within the fair vaiigrarchy. If an entity has the ability to redeigsrinvestment at net asset value at the
measurement date or within the near term, thevédire measurement of the investment shall be ceagegbas a Level Il fair value
measurement. If an entity does not know when it lvél/e the ability to redeem its investment or @drdo so in the near term, the fair value
measurement of the investment shall be categodagedLevel Il fair value measurement. The guiddaa@dfective for interim and annual
periods ending after December 15, 2009. The Pattipphas adopted the guidance effective with thgasce of its December 31, 2009
financial statements with additional disclosureuiegments presented in Note 5. “Net Asset ValuEasValue” in the “Notes to the
Consolidated and Combined Financial Statement&anrt Il. Item 8. Financial Statements and Suppletaiy Data” of this filing.

In June 2009, the FASB issued amended guidancesaes related to variable interest entities (“V)E¥he amendments will
significantly affect the overall consolidation ayeis, changing the approach taken by companiegeintifying which entities are VIEs and in
determining which party is the primary beneficiafe guidance requires continuous assessment oéploeting entitys involvement with suc
VIEs. The revised guidance also enhances the dis@daequirements for a reporting entity’s invohesnwith VIESs, irrespective of whether
they qualify for deferral, as noted below. The guide is effective as of the beginning of the fiistal year that begins after November 15,
2009 and early adoption is prohibited. In Februz0g0, the FASB issued further guidance which predid limited scope deferral for a
reporting entity’s interest in an entity that métodi the following conditions: (a) the entity hall the attributes of an investment company as
defined under AICPA Audit and Accounting Guide, éstment Companies, or does not have all the atisbaf an investment company but is
an entity for which it is acceptable based on itgusractice to apply measurement principles thatcansistent with the AICPA Audit and
Accounting Guide, Investment Companies, (b) thergémpy entity does not have explicit or implicitligations to fund any losses of the entity
that could potentially be significant to the entigynd (c) the entity is not a securitization entitgset-backed financing entity or an entity that
was formerly considered a qualifying special-pugpestity. The reporting entity is required to penfica consolidation analysis for entities that
qualify for the deferral in accordance with prestyissued guidance on variable interest entiégsckstone’s involvement with its funds is
such that all three of the above conditions arewittt the exception of certain CLO vehicles whielil tondition (c) above and certain funds in
which leveraged employee interests in dedicateddwame financed by third parties with Blackstongéngcas an intermediary which fail
condition (b) above. Such employee funds are ctlyreonsolidated as it is concluded that Blackstmnie primary beneficiary based on its
implicit interest. The incremental impact of theised consolidation rules will result in the condation of certain CLO vehicles managed by
Blackstone. The impact of consolidation of suchielel is expected to have a material impact orCbesolidated and Combined
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Statements of Financial Condition. Based on thevigue of CLO assets and liabilities of impactdddOvehicles managed by Blackstone as of
January 1, 2010, the assets and liabilities of Iiame would have increased by approximately $Blidmand $3.3 billion, respectively.

In January 2010, the FASB issued guidance on inipgodisclosures about fair value measurements.gliigance requires additional
disclosure on transfers in and out of Levels | Brdir value measurements in the fair value hiehgrand the reasons for such transfers. In
addition, for fair value measurements using sigaifit unobservable inputs (Level Ill), the recomtitin of beginning and ending balances shall
be presented on a gross basis, with separate sliselof gross purchases, sales, issuances areirgsits and transfers in and transfers out of
Level lll. The new guidance also requires enhardisdosures on the fair value hierarchy to disagate disclosures by each asset class of
assets and liabilities. In addition, an entityaguired to provide further disclosures on valuaterhniques and inputs used to measure fair
value for fair value measurements that fall in @ithevel Il or Level Ill. The guidance is effectit@r interim and annual periods beginning a
December 15, 2009, except for the disclosures ghaehases, sales, issuances, and settlementsiialtfiorward of activity in Level 11l fair
value measurements, which are effective for figealrs beginning after December 15, 2010. As thdagnge is limited to enhanced disclosure,
the impact of adoption is not expected to have teriz impact on the Partnership’s financial stetais.

Contractual Obligations, Commitments and Contingenies

The following table sets forth information relatitgjour contractual obligations as of December2809 on a consolidated basis and on a
basis deconsolidating the Blackstone funds:

Contractual Obligations 2010 20112012 20132014 Thereafter Total
(Dollars in Thousands)

Operating Lease Obligations | $ 5466¢ $ 97,636 $92,57: $ 298,35. $ 543,23:
Purchase Obligatior 12,66¢ 4,92 — — 17,58¢
Blackstone Issued Notes and Revolving Credit Rgdl) — — — 600,00( 600,00(
Interest on Blackstone Issued Notes and RevolvirgliCFacility (c) 39,75( 79,50( 79,50( 183,84 382,59
Blackstone Operating Entities Loan and Credit Fiesl Payable (d 23,82: 32,26: 7,28¢ — 63,36¢
Interest on Blackstone Operating Entities Loan @netlit Facilities

Payable (e 51t 437 92 — 1,04
Blackstone Funds Debt Obligations Payable 99z 4,63¢ — — 5,63(
Interest on Blackstone Funds Debt Obligations Play@) 10z 182 — — 284
Blackstone Fund Capital Commitments to InvesteedBi{h) 24,22¢ — — — 24,22¢
Due to Certain Non-Controlling Interest HoldersOannection with Tax

Receivable Agreement ( 4,07¢ 66,44 57,09t 764,31( 891,92
Blackstone Operating Entities Capital CommitmeatBkackstone Func

0) 1,349,009 — — — 1,349,09
Consolidated Contractual Obligatio 1,509,90:! 286,02: 236,54: 1,846,501 3,878,98.
Blackstone Funds Debt Obligations Payable (992 (4,63¢) — — (5,630
Interest on Blackstone Funds Debt Obligations Play@)) (102) (182) — — (284)
Blackstone Fund Capital Commitments to Investeedsi{h) (24,22¢) — — — (24,22€)
Blackstone Operating Entities Contractual Obligagi $1,484,58! $281,20:  $236,54: $1,846,50 $3,848,84.
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(@)

(b)
(©)

(d)
()

(f)
(9)

(h)
(i)

0)

We lease our primary office space under agreentkatexpire through 2024. In connection with cerfease agreements, we
responsible for escalation payments. The contrhohlayation table above includes only guaranteédmum lease payments for such
leases and does not project potential escalatiother lease-related payments. These leases asifield as operating leases for financial
statement purposes and as such are not recordiedifises on the Consolidated and Combined Statets of Financial Condition. The
amounts are presented net of contractual sublessmitments

Represents borrowings from the 6.625% senior netessued. As of December 31, 2009 we had no awutstg borrowings under o1
revolver.

Represents interest to be paid over the mgitafiour 6.625% senior notes and borrowings underevolving credit facility which has
been calculated assuming no prepayments are maddeanhis held until its final maturity date. Thesaounts exclude commitment fees
for unutilized borrowings under our revolv

Represents borrowings for employee term facilii|xyram and a capital asset facil

Represents interest to be paid over the maturithefelated debt obligation which has been caledlassuming no prepayments

made and debt is held until its final maturity d&tke future interest payments are calculated ugimgble rates in effect as of
December 31, 2009, at spreads to market ratesanirsuthe financing agreements, and range froi@%.® 1.50%

These obligations are those of the Blackstone Fit

Represents interest to be paid over the mgtafithe related Blackstone Funds’ debt obligatiatnéch has been calculated assuming no
prepayments will be made and debt will be heldlutstifinal maturity date. The future interest pagmts are calculated using variable r
in effect as of December 31, 2009, at spreads tieheaates pursuant to the financing agreementsramge from 1.98% to 4.64%. The
majority of the borrowings are due on demand amgbfwposes of this schedule are assumed to maithimwne year. Interest on the
majority of these borrowings rolls over into théngipal balance at each reset di

These obligations represent commitments ottresolidated Blackstone Funds to make capital dmrtions to investee funds and
portfolio companies. These amounts are generaklyaludemand and are therefore presented in théhsone year categol
Represents obligations by the Partner's corporate subsidiar’ to make payments under the Tax Receivable Agreetoemrtain no-
controlling interest holders for the tax savingalimed from the taxable purchases of their interastonnection with the reorganizatior
the time of Blackstone’s initial public offering 2007 and subsequent purchases. The obligatioasepis the amount of the payments
currently expected to be made, which are deperatettie tax savings actually realized as determaémedially without discounting for tl
timing of the payments. As required by GAAP, theoamt of the obligation included in the Consolidated Combined Financial
Statements and shown in Note 15. “Related Partgsketions” (see “Part Il—Item 8. Financial Stateteeand Supplementary Data”)
differs to reflect the net present value of therpagits due to certain n-controlling interest holder:

These obligations represent commitments byoysrovide general partner capital funding to thadRstone Funds, limited partner capital
funding to other funds and Blackstone principakistment commitments. These amounts are generalpluemand and are therefore
presented in the less than one year category; hewthe capital commitments are expected to beaallibstantially over the next three
years. We expect to continue to make these gepartder capital commitments as we raise additiamaunts for our investment fun
over time.

Guarantees

Certain of Blackstone’s consolidated real estatelfilguarantee payments to third parties in conmeetith the on-going business

activities and/or acquisitions of their Portfoli@@panies. There is no direct recourse to the Pahigeto fulfill such obligations. To the extent
that underlying funds are required to fulfill guatee obligations, the Partnership’s invested chpitauch funds is at risk. Total investments at
risk in respect of guarantees extended by realeekiads were $6.4 million as of December 31, 2009.
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Indemnifications

In many of its service contracts, Blackstone agteésdemnify the third party service provider undertain circumstances. The terms of
the indemnities vary from contract to contract #melamount of indemnification liability, if any, maot be determined and has not been
included in the table above or recorded in our Gbdated and Combined Financial Statements as oébéer 31, 2009.

Clawback Obligations

At December 31, 2009, none of the general parieosir private equity, real estate or credit-orgghtunds had an actual cash clawback
obligation to any limited partners of the fundsr Fpancial reporting purposes at period end, tbeegal partner has reflected a clawback
obligation to the limited partners of certain furtlige to changes in unrealized value of a fund oiclwtinere have been previously distributed
carried interest realizations; however, the seglehof a potential obligation is not due until #&d of the life of the respective fund except in
the case of our real estate funds, which havedgiom for interim clawback. Since the inceptiontioé funds, the general partners have not
been required to make a cash clawback payment.N8&el5. “Related Party Transactions” and Note*Coémmitments and Contingencieis’
the “Notes to the Consolidated and Combined Firsr8tiatements” in “Part Il. Item 8. Financial Stagnts and Supplementary Data” of this
filing.)

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

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

Although the Blackstone Funds share many commamelseeach of our alternative asset managementtmperauns its own investment
and risk management processes, subject to ourlbkiekatolerance and philosophy:

» The investment process of our carry funds invobveletailed analysis of potential investments, asgtamanagement teams
assigned to oversee the operations, strategic@awelnt, financing and capital deployment decismfsach portfolio investment.
Key investment decisions are subject to approvahbyapplicable investment committee, which is cosag of Blackstone senior
managing directors and senior managernr

* In our capacity as advisor to certain of our cradil marketable alternatives funds, we continuonlpitor a variety of markets fi
attractive trading opportunities, applying a numbftraditional and customized risk management iceeto analyze risk related to
specific assets or portfolios. In addition, we perf extensive credit and cash-flow analyses ofdweers, credit-based assets and
underlying hedge fund managers, and have exteasset management teams that monitor covenant aamplby, and relevant
financial data of, borrowers and other obligorseapool performance statistics, tracking of caympents relating to investments
and ongoing analysis of the credit status of innestts.

Effect on Fund Management Fees

Our management fees are based on (a) third pacagital commitments to a Blackstone Fund, (bythiarties’ capital invested in a
Blackstone Fund or (c) the net asset value, or N#f\4 Blackstone Fund, as described in our conatditland combined financial statements.
Management fees will only be directly affected bpi-term changes in market conditions to the extesy are based on NAV or represent
permanent impairments of value. These managemestifél be increased (or reduced) in direct praparto the effect of changes in the
market value of our investments in the related ufithe proportion of our management fees that
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are based on NAV is dependent on the number ares typBlackstone Funds in existence and the custage of each fund'life cycle. For th
year ended December 31, 2009 approximately 29%iiofumd management fees were based on the NAVeofpiplicable funds. For the ye
ended December 31, 2008 approximately 36% of audl fmanagement fees were based on the NAV of thiicapfe funds.

Market Risk

The Blackstone Funds hold investments which arerteg at fair value. Based on the fair value aB@fember 31, 2009, we estimate
a 10% decline in fair value of the investments wicudive the following effects: (a) management feesld/decrease by $34.7 million on an
annual basis, (b) performance fees and allocatimetsf the related compensation expense, woultedse by $151.8 million, and
(c) investment income, net of the related compémsa&xpense, would decrease by $126.6 million. Basethe fair value as of December 31,
2008, we estimated that a 10% decline in fair valithe investments would have the following ef,e¢a) management fees would decreas
$33.4 million on an annual basis, (b) performarsesfand allocations, net of the related compemsatipense would decrease by
$169.1 million, and (c) investment income, nethaf telated compensation expense, would decrea$gl;2 million.

Total assets under management, excluding undrapitataommitments and the amount of capital rafeedur CLO’s, by segment, and
the percentage amount classified as Level Il itmesits as defined within the fair value standafdSAAP, are: Private Equity $19.2 billion
(88% Level lll), Real Estate $8.4 billion (91% LéVk), and Credit and Marketable Alternatives $3billion (79% Level 1l1), respectively.
The fair value of our investments and securitigs\a@y significantly based on a number of factbet take into consideration the diversity of
the Blackstone Funds’ investment portfolio and orumber of factors and inputs such as similar aatisns, financial metrics, and industry
comparatives, among others. (See “Part |, ItemRiak Factors” above. Also see “Part Il, Item 7. Mgement’s Discussion and Analysis of
Financial Condition and Results of Operations—¢€aitiAccounting Policies—Investments, at Fair Valué/e believe these estimated fair
value amounts should be utilized with caution asiotent and strategy is to hold investments amdigtes until prevailing market conditions
are beneficial for investment sales.

Investors in all of our carry funds (and certairoaf crediteriented funds) make capital commitments to thosel$ that we are entitled
call from those investors at any time during pribsaz periods. We depend on investors fulfillingitttemmitments when we call capital from
them in order for those funds to consummate investmand otherwise pay all their related obligatiaen due, including management fees.
We have not had investors fail to honor capitalkdal any meaningful extent and any investor thatet fund a capital call would be subjec
having a significant amount of its existing investihforfeited in that fund. But if investors weteféil to satisfy a significant amount of capital
calls for any particular fund or funds, those fundsld be materially and adversely affected.

Exchange Rate Risk

The Blackstone Funds hold investments that arerdarated in non-U.S. dollar currencies that may fiecéed by movements in the rate
of exchange between the U.S. dollar and non-U.Bardourrencies. Additionally, a portion of our negement fees are denominated in non-
U.S. dollar currencies. We estimate that as of Ddx 31, 2009, a 10% decline in the rate of excharigll foreign currencies against the |
dollar would have the following effects: (a) managmt fees would decrease by $9.3 million on an ahbasis, (b) performance fees and
allocations would decrease by $29.8 million, aétéwcations to non-controlling interest holders écdinvestment income would decrease by
$19.2 million.

As of December 31, 2008, we estimated that a 108fndein the rate of exchange against the U.Sadelould have the following
effects: (a) management fees would decrease byr$ilidn on an annual basis, (b) performance feesallocations would decrease by
$37.3 million, after allocations to non-controllingerest holders and (c) investment income woelckelase by $17.2 million.
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Interest Rate Risk

Blackstone has debt obligations payable that adoteeest at variable rates. Additionally, we haweapped a portion of our recent debt
offering into a variable rate instrument. Intenege changes may therefore affect the amount efest payments, future earnings and cash
flows. Based on our debt obligations payable a3axfember 31, 2009 and our outstanding interestiags, we estimate that interest expense
relating to variable rates would increase by $5illan on an annual basis, in the event interetgavere to increase by one percentage point.

Blackstone maintains a diversified portfolio of hiigliquid assets to meet the liquidity needs afimas businesses (the “Treasury
Liquidity Portfolio”). This portfolio includes castopen-ended money market mutual funds, open-ebded mutual funds and marketable
investment securities. We estimate that our investrincome would decrease by $9.3 million, or Odf%he Treasury Liquidity Portfolio, if
interest rates were to increase by one percentaige p

Based on our debt obligations payable as of DeceBhe2008, we estimated that interest expenséngleo variable rate debt
obligations payable would increase by $3.9 mill@nan annual basis, in the event interest rates teeincrease by one percentage point.

Credit Risk
Certain Blackstone Funds and the Investee Fundsudject to certain inherent risks through thewestments.

The Treasury Liquidity Portfolio contains certairedit risks including, but not limited to, exposuoeuninsured deposits with financial
institutions, unsecured corporate bonds and moetdragked securities. These exposures are activatytoned on a continuous basis and
positions are reallocated based on changes irpridfile, market or economic conditions.

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

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

We have audited the accompanying consolidated amdbined statements of financial condition of Thad&lstone Group, L.P. and
subsidiaries (“Blackstone”) as of December 31, 2808 2008, and the related consolidated and comisita@ements of operations, changes in
partners’ capital, and cash flows for each of tiree years in the period ended December 31, 20@%l¥6 have audited Blackstone’s internal
control over financial reporting as of December 3109, based on criteria establishedhiternal Control—Integrated Framewoiksued by the
Committee of Sponsoring Organizations of the Tread®ommission. Blackstone’'s management is responsible for thesiial statements,
for maintaining effective internal control over dincial reporting, and for its assessment of thecéffeness of internal control over financial
reporting, included in the accompanying ManagenseRgport on Internal Control over Financial RepagytiOur responsibility is to express an
opinion on these financial statements and an opioioBlackstone’s internal control over financigporting based on our audits.

We conducted our audits in accordance with thedstiats of the Public Company Accounting OversighamliogUnited States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whethdindoecial statements are free of material
misstatement and whether effective internal coravelr financial reporting was maintained in all evél respects. Our audits of the financial
statements included examining, on a test basideaee supporting the amounts and disclosures ifirthecial statements, assessing the
accounting principles used and significant estimatade by management, and evaluating the ovemaltdial statement presentation. Our a
of internal control over financial reporting incled obtaining an understanding of internal contsa@rdinancial reporting, assessing the risk
a material weakness exists, and testing and evadutite design and operating effectiveness of iratlecontrol based on the assessed risk. Our
audits also included performing such other proceslais we considered necessary in the circumstaiMeebelieve that our audits provide a
reasonable basis for our opinions.

A company’s internal control over financial repogiis a process designed by, or under the supenvigi the company’s principal
executive and principal financial officers, or pars performing similar functions, and effected g tompany’s board of directors,
management, and other personnel to provide reakassurance regarding the reliability of financegdorting and the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles. A comfsaimternal control over financial
reporting includes those policies and proceduras(tt) pertain to the maintenance of records thagasonable detail, accurately and fairly
reflect the transactions and dispositions of theetssof the company; (2) provide reasonable asserduat transactions are recorded as
necessary to permit preparation of financial statein accordance with generally accepted acaogiptiinciples, and that receipts and
expenditures of the company are being made ordgdordance with authorizations of management amrdtirs of the company; and
(3) provide reasonable assurance regarding prereatitimely detection of unauthorized acquisitiose, or disposition of the company’s
assets that could have a material effect on tlanfial statements.

Because of the inherent limitations of internaltcolhover financial reporting, including the possti of collusion or improper
management override of controls, material misstatemdue to error or fraud may not be preventatetected on a timely basis. Also,
projections of any evaluation of the effectivenekthe internal control over financial reportingftdure periods are subject to the risk that the
controls may become inadequate because of chamgesditions, or that the degree of compliance wWithpolicies or procedures may
deteriorate.

In our opinion, the consolidated and combined faialnstatements referred to above present famlgllimaterial respects, the financial
position of The Blackstone Group L.P. and subsiégas of December 31, 2009 and 2008, and thetsasfitheir operations and their cash
flows for each of the three years in the periodeenBecember 31, 2009, in conformity with accounpnigciples generally accepted in the
United States of America. Also, in our opinion, &{atone maintained, in all material respects, ¢éffednternal control over financial reporting
as of December 31, 2009, based on the criteridledtad ininternal Control—Integrated Frameworksued by the Committee of Sponsoring
Organizations of the Treadway Commission

/s/ Deloitte & Touche LLI

New York, New York
February 26, 2010
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THE BLACKSTONE GROUP L.P.

Consolidated and Combined Statements of Financial @hdition
(Dollars in Thousands, Except Unit Data)

December 31 December 31
2009 2008

Assets
Cash and Cash Equivalel $ 952,09¢ $ 503,73
Cash Held by Blackstone Funds and O 86,08¢ 907,32
Investment: 3,565,48: 2,830,94.
Accounts Receivabl 306,30" 312,06°
Due from Affiliates 759,90° 1,088,300
Intangible Assets, N¢ 919,47 1,077,52i
Goodwill 1,703,60: 1,703,60:
Other Asset: 172,55¢ 219,97
Deferred Tax Assel 943,51. 845,57¢

Total Assets $9,409,02:  $9,489,05
Liabilities and Partners’ Capital
Loans Payabl $ 657,620 $ 387,00(
Due to Affiliates 1,410,061 1,285,57
Accrued Compensation and Bene 488,94! 413,45¢
Accounts Payable, Accrued Expenses and Other [tiabi 308,85: 1,284,571

Total Liabilities 2,865,49: 3,370,61.
Commitments and Contingencie
Redeemable No-Controlling Interests in Consolidated Entities 526,31. 362,46.
Partners’ Capital

Partner’ Capital (common units: 319,939,772 issued and andshg as of December 31, 20!

273,891,358 issued and 272,998,484 outstandinfjsaember 31, 200¢ 3,376,70° 3,509,44
Accumulated Other Comprehensive Income (Lt 2,42( (291)
Non-Controlling Interests in Consolidated Entit 540,28 425,06°
Non-Controlling Interests in Blackstone Holdin 2,097,81. 1,821,75!

Total Partners’ Capital 6,017,22; 5,755,98.
Total Liabilities and Partners’ Capital $9,409,02:  $9,489,05

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

Consolidated and Combined Statements of Operations

(Dollars in Thousands, Except Unit and Per Unit Da)

Revenues
Management and Advisory Fe
Performance Fees and Allocatic
Realizec
Unrealized
Total Performance Fees and Allocatic
Investment Income (Los:!
Realizec
Unrealized
Total Investment Income (Los
Interest and Dividend Reven
Other
Total Revenues
Expenses
Compensation and Benef
Base Compensatic
Performance Fee Relat
Realizec
Unrealized
Total Compensation and Benel
General, Administrative and Oth
Interest Expens
Fund Expense
Total Expenses
Other Income (LosS)
Net Gains (Losses) from Fund Investment Activi
Income (Loss) Before Provision (Benefit) for Taxe
Provision (Benefit) for Taxes
Net Income (Loss)
Net Income (Loss) Attributable to Redeemable Nc-Controlling Interests in
Consolidated Entities
Net Income (Loss) Attributable to Nor-Controlling Interests in Consolidatec
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 Distributio

Weighted-Average Common Units Outstanding- 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 consolidated and combined financsients.
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Year Ended December 31,

2009 2008
$ 1,482,220 $ 1,476,335
70,49: 38,94
150,59 (1,286,26)
221,09 (1,247,32))
44,32 (16,425)
(3,716) (606,45;)
40,60 (622,87)
22,68( 30,87¢
7,09¢ 13,60(
1,773,69" (349,36))
3,778,68 4,062,231
25,10: 4,997
(26,18:) (207,449
3,777,60 3,859,78
443,57 440,77¢
13,38« 23,00¢
7,29¢ 63,03
4,241,85 4,386,60:
176,69 (872,33
(2,291,46) (5,608,29)
99,23( (14,145
(2,390,69) (5,594,15)
131,09' (632,49
(14,329 (159,829
(1,792,17) (3,638,79)
$  (715,29) $ (1,163,03)
$ (2.46) $ (4.32)
$ (3.71) $ (3.06)
285,163,95 266,876,03
3,826,23; 1,501,37:
$ 134,28 $ 188,27t

2007

1,024,56!
102,07
1,126,64!

223,14
110,61!
333,76:
23,17¢
52¢
3,050,14

2,227,311

91,20:

(61,866
2,256,64
324,20(
32,08(
151,91°
2,764,84

5,423,13.
5,708,43
47,69:
5,660,74.
628,35¢
4,510,88.

857,02
$ (335519

$ (1.28)
N/A

262,810,72
N/A
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Balance at December 31, 2006

Net Income

Currency Translation Adjustme

Net Unrealized Loss on Cash Flow Hec

Capital Contribution:

Capital Distributions

Relinquished in Deconsolidation of
Partnershig

Elimination of Nor- Contributed Entitie:

Transfer of Non-Controlling Interests in
Consolidated Entitie

Balance at June 18, 200
Balance at June 19, 200

Net Loss

Currency Translation Adjustme

Capital Contribution:

Capital Distributions

Relinquished in Deconsolidation of
Partnershiy

Elimination of Nor- Contributed Entitie:

Transfer of Non-Controlling Interests in
Consolidated Entitie

Issuance of Units in Initial Public
Offering, Net of Issuance Cos

Issuance of Units to Beijing Wonderful
Investmentt

Purchase of Interests from Certain Non
Controlling Interest Holder

Purchase Price due to the Reorganization
of the Partnershi

Deferred Tax Effects Resulting from
Acquisition of Ownership Interes

Equity-based Compensatic

Net Delivery of Vested Common Uni

Repurchase of Common Un

Balance at December 31, 2007

THE BLACKSTONE GROUP L.P.
Consolidated and Combined Statements of Changes Rartners’ Capital

Accumulated

(Dollars in Thousands, Except Unit Data)

Non- Redeemable
Non- Controlling Non-
Other Controlling Controlling
Compre- Interests in Interests in Interests in Compre-
hensive Consolidatec Total Consolidatec hensive
Common Partners’ Income Blackstone Partners’ Income
Units Capital (Loss) Entities Holdings Capital Entities (Loss)
— $ — $ 10,27¢  $ 22,734,45 $2,712,60.  $25,457,32 $ 6,060,44.  $8,126,62
— — — 4,533,94. 1,958,75. 6,492,69! 644,10  $7,136,79
— — (191 13,63t — 13,44« — 13,44«
— — (6,930 — — (6,930 — (6,930
— — — 5,740,79 233,65¢ 5,974,45 1,419,26 —
— — — (5,209,14) (2,492,35) (7,701,49) (429,31)) —
— — — (26,782,71) — (26,782,71) — —
— — (2,807 — (161,10 (163,90¢) — —
— 35,27¢ — (506,18f) (35,27¢) (506,18() (139,24)) —
— 35,27¢ 35C 524,78! 2,216,28: 2,776,69. 7,555,251 7,143,31.
— 35,27¢ 35C 524,78¢ 2,216,28. 2,776,69. 7,555,251 7,143,31;
— (335,51 — (23,069) (1,101,72) (1,460,301 (15,749 (1,476,05)
— — 5) 551 — 54€ — 54€
— — — 128,36 — 128,36: 223,33t —
— (78,799 — (96,455 (49,90¢) (225,15 91,13: —
— — — — — — (5,415,73) —
— — — 140,16° — 140,16 — —
— 1,174,36' — (158,46() (1,549,86) (533,95%) 2C —
153,333,33 4,501,241 — — — 4,501,241 — —
101,334,23 3,000,001 — — — 3,000,001 — —
— (4,570,75)) — — — (4,570,75) — —
— — — — 2,255,80: 2,255,80: — —
— 111,87¢ — — — 111,87t — —
— 404,85( — — 1,332,70: 1,737,55: — —
5,804,29: — — — — — — —
(645,16:) (16,045 — — — (16,045 — —
259,826,70  $4,226,500 $ 348 $ 515,88t $ 3,103,280 $ 7,846,01' $ 2,438,260 $5,667,80:
continued.

See notes to consolidated and combined financtdsients.

120



Table of Contents

THE BLACKSTONE GROUP L.P.

Consolidated and Combined Statements of Changes Rartners’ Capital
(Dollars in Thousands, Except Unit Data)

Accumulated

Non- Redeemable
Non- Controlling Non-
Other Controlling Controlling
Compre- Interests in Interests in Interests in Compre-
hensive Consolidatec Total Consolidatec hensive
Common Partners’ Income Blackstone Partners’ Income
Units Capital (Loss) Entities Holdings Capital Entities (Loss)
Balance at December 31, 2007 259,826,70  $4,226,500 $ 34t $ 51588t $ 3,103,28 $7,846,01! $ 2,438,261 $5,667,80:
Net Loss — (1,163,03) — (159,829 (3,638,79) (4,961,65)) (632,49  $(5,594,15)
Currency Translation Adjustme — — (63€) (532) — (1,16¢) — (1,16¢)
Capital Contribution: — — — 76,88¢ 76,88¢ 317,88 —
Capital Distributions — (319,89) — (128,21) (410,109 (858,219 (749,23)) —
Relinquished in Deconsolidation of
Partnershiy — — — — — — (612,089 —
Issuance of Blackstone Holdings Partner:
Units for GSO Acquisitior — 14,307 — — 266,09: 280,39 — —
Purchase of Interests from Certain Non-
Controlling Interest Holder — (74,27%) — — (19,517 (93,789 — —
Deferred Tax Effects Resulting from
Acquisition of Ownership Interes — 5,16¢ — — — 5,164 — —
Equity-based Compensatic — 818,07t — — 2,473,23 3,291,31. — —
Net Delivery of Vested Common Uni 4,601,49: (26,525 — — — (26,52%) — —
Repurchase of Common Un (902,879 (5,339 — — — (5,339 — —
Conversion of Blackstone Holdings
Partnership Units to Blackstone
Common Units 9,473,16! 34,47 — — (34,477) — — —
Adjustment to Pre-IPO Reorganization
Purchase Pric — — — — 82,02¢ 82,02¢ — —
Consolidation of Partnersh — — — — — — 159,03: —
Payable to Non-Controlling Interest Holders
due to Consolidated Blackstone Fund
Liquidation — — — — — — (649,09:) —
Acquisition of Consolidated Blackstone
Funds — — — 120,87: — 120,87: 90,18¢ —
Balance at December 31, 20C 272,998,48  $3,509,44 $ (291) $ 425,06 $1,821,75 $575598 $ 362,46 $(5595,32)
continued.

See notes to consolidated and combined financtdsients.
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Balance at December 31, 2008

Net Loss

Currency Translation Adjustme

Capital Contribution:

Capital Distributions

Transfer of Non-Controlling Interests in
Consolidated Entitie

Transfer Due to Reorganizatit

Purchase of Interests from Certain Non-
Controlling Interest Holder

Deferred Tax Effects Resulting from
Acquisition of Ownership Interests from
Non-Controlling Interest Holder

Equity-Based Compensatic

Net Delivery of Vested Common Uni

Repurchase of Common Units and Blackstone
Holdings Partnership Uni

Conversion of Blackstone Holdings Partners
Units to Blackstone Common Un

Loss Attributable to Consolidated Blackstone
Funds in Liquidatior

Balance at December 31, 20C

THE BLACKSTONE GROUP L.P.
Consolidated and Combined Statements of Changes Rartners’ Capital

(Dollars in Thousands, Except Unit Data)

Accumulated

Non- Redeemable
Non- Controlling Non-
Other Controlling Controlling

Compre- Interests in Interests in Interests in Compre-

hensive Consolidatec Total Consolidatec hensive

Common Partners’ Income Blackstone Partners’ Income

Units Capital (Loss) Entities Holdings Capital Entities (Loss)
272,998,48  $3,509,44: $ (29)) $ 425,060 $1,821,75 $5,75598 $ 362,46. $(5595,32)
— (715,29) — (14,32%) (1,792,17) (2,521,79) 131,090  $(2,390,69i)
— — 2,711 — — 2,711 — 2,711

— — — 61,86: 54¢ 62,41: 138,25! —

— (260,629 — (34,80¢) (1) (295,43f) (63,349 —

— — — 1,991 (1,99 — — —

— — — 100,49° — 100,49¢ — —

— (10,02() — — (13) (10,039 — —

— 21,447 — — — 21,447 — —

— 777,98t — — 2,180,13 2,958,121 — —

3,117,77. (28,979 — — — (28,979 — —

(4,375,09) (27,009 — — (703) (27,71)) — —

48,198,60 109,74t — — (109,749 — — —

— — — — — — (42,159 —
319,939,77 $3,376,70 $ 2,42(C $ 540,28. $2,097,81. $6,017,22; $ 526,31: $(2,387,98)

See notes to consolidated and combined financsients.
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2009 2008 2007
Operating Activities
Net Income (Loss $(2,390,69i) $ (5,594,15) $ 5,660,74.
Adjustments to Reconcile Net Income (Loss) to NasICProvided by (Used
in) Operating Activities
Blackstone Funds Relate
Unrealized Depreciation (Appreciation) on Investisehillocable
to Nor-Controlling Interests in Consolidated Entit (267,43) 907,42! (2,537,91)
Net Realized (Gains) Losses on Investmi 135,24 164,72¢ (3,800,13)
Changes in Unrealized (Gains) Losses on Investnfdigsable to
Blackstone Grou 15,97¢ 624,06: (13,630
Unrealized Depreciation on Hedge Activit (6,97%) — —
Non-Cash Performance Fees and Allocati (269,15)) 1,086,05! (187,07()
Equity-Based Compensation Exper 3,048,10: 3,302,61 1,765,18!
Amortization of Intangible: 158,04¢ 153,23° 117,60
Other Not-Cash Amounts Included in Net Incor 25,24: 19,68¢ 11,22
Cash Flows Due to Changes in Operating Assets @iilities:
Cash Held by Blackstone Funds and O 821,24( (743,629 643,41(
Cash Relinquished with Deconsolidation of Partnigr — (2,099 (884,48()
Accounts Receivabl 35,05( 45,28: 337,82
Due from Affiliates 385,94: (412,18 (969,05))
Other Asset: 91,397 732,19. (468,700)
Accrued Compensation and Bene (24,509 157,52¢ 95,05¢
Accounts Payable, Accrued Expenses and Other ltiabi (987,24) 796,89 273,38t
Due to Affiliates (261,68)) 182,09( 805,68°
Investments Purchas: (1,196,63)) — —
Cash Proceeds from Sale of Investm 643,34¢ — —
Blackstone Funds Relate
Investments Purchas: (421,979 (30,242,49) (33,655,86)
Cash Proceeds from Sale of Investme 868,20° 30,712,19 31,956,42
Net Cash Provided by (Used in) Operating Activi 411,50¢ 1,890,43! (850,29¢)
Investing Activities
Purchase of Furniture, Equipment and Leaseholddugments (23,62) (50,119 (32,309
Elimination of Cash for Nc-Contributed Entitie! — — (23,29
Cash Paid for Acquisitions, Net of Cash Acqui — (336,577 —
Changes in Restricted Ca 4,801 5,004 —
Net Cash Used in Investing Activiti (18,82¢) (381,68() (55,599
Financing Activities
Issuance of Common Units in Initial Public Offeri — — 7,501,241
Distributions to No-Controlling Interest Holders in Consolidated Ees! (92,53) (2,124,62) (5,731,801
Contributions from No-Controlling Interest Holders in Consolidated Eet 205,55¢ 520,49:- 7,132,07
Contributions from Predecessor Own — — 583,77:
continued.

THE BLACKSTONE GROUP L.P.

Consolidated and Combined Statements of Cash Flows
(Dollars in Thousands)

Year Ended December 31,

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

Consolidated and Combined Statements of Cash Flows

(Dollars in Thousands)

Distributions to Predecessor Own

Purchase of Interests from Certain I-Controlling Interest Holder

Net Settlement of Vested Common Units and Repuecb&€ommon Unit:
Proceeds from Loans Payal

Repayment of Loans Payat

Distributions to Common Unitholde

Net Cash Provided by (Used in) Financing Activit
Effect of Exchange Rate Changes on Cash and Caskidtents

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

Cash and Cash Equivalents, End of Pe

Supplemental Disclosure of Cash Flows Informatiol
Payments for Intere:

Payments for Income Tax

Supplemental Disclosure of No-Cash Financing Activities
Non-Cash Distributions to Nc-Controlling Interest Holder

Non-Cash Distributions to Partne

Elimination of Capital of No-Contributed Entitie:

Elimination of Nor-Controlling Interests of Nc-Contributed Entitie:
Transfer of Partne’ Capital to No-Controlling Interest:

Transfer Due to Reorganizatis

Distribution Payable to Predecessor Owr

Reduction of Due to Limited Partners Account to &@idepocket Investme
Notes Issuance Cos

Settlement of Vested Common Un

Conversion of Blackstone Holdings Units to Commarits

Reorganization of the Partnersh
Accounts Payable, Accrued Expenses and Other [tiabi

Non-Controlling Interests in Consolidated Entit

Exchange of Founders and Senior Managing Directotstests in Blackstone
Holdings:
Deferred Tax Asse

Due to Affiliates
Partner’ Capital
Acquisition of GSO Capital Partners |- Units Issuec

Year Ended December 31,

2009

2008

2007

$ — $ — $(2,932,91)
(10,039 (109,83 (4,570,75)
(56,68%) (31,869 (16,045
593,98 1,172,23 5,254,78
(323,99) (980,167 (5,497,11)
(260,629 (319,89) (78,799
55,67¢ (1,873,64) 1,644,44:
— — 63¢
448,35¢ (364,897 739,18t
503,73 868,62 129,44:
$952,09¢ $ 503,737 $ 868,62
$ 5097 $ 2203 $ 60,32
$ 5203 $ 46,88 $ 75,89
S — $ — $ (22,169
$ — $ — $ 49,76:
$ — $ — $ 118,94
$ — $ — $ 163,90
$ 1991 3 — $2,216,28.
$100,49 $ — $ —
$ — $ — $ 65,99
$ 6,261 $ — $ =
$ 4,761 $ — $ —
$199,44 $ 170,62t $ —
$109,74¢ $ 34471 $ —
$  — $ (82,029  $(2,255,80)
$ — $ 82,02  $2,255,80.
$(142,98) $ (34,42) $ (745,83)
$12153 $ 2926: $ 633,96
$ 2144 $ 516/ $ 111,87«
$ — $ 280,401 $ —

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

Notes to Consolidated and Combined Financial Stateemts
(All Dollars Are in Thousands, Except Unit and PerUnit Data, Except Where Noted)

1. ORGANIZATION

The Blackstone Group L.P., together with its suiasids, (“Blackstone” or the “Partnership”) is atkng global manager of private
capital and provider of financial advisory servicéke alternative asset management businessesgl@scthe management of private equity
funds, real estate funds, funds of hedge fundsliteogiented funds, collateralized loan obligat{@8LO") vehicles, separately managed
accounts and publicly traded closed-end mutualsyodllectively referred to as the “Blackstone FaildBlackstone also provides various
financial advisory services, including corporate amergers and acquisitions advisory, restructuaimg) reorganization advisory and fund
placement services. Blackstone’s business is argdrinto four segments: private equity; real estaedit and marketable alternatives; and
financial advisory.

The Partnership was formed as a Delaware limitethpeship on March 12, 2007. The Partnership isagad and operated by its general
partner, Blackstone Group Management L.L.C., wigdh turn wholly-owned and controlled by one ofBkstone’s founders, Stephen A.
Schwarzman, and Blackstone’s other senior manatjiegtors.

The activities of the Partnership are conductedudh its holding partnerships: Blackstone Holdihgs; Blackstone Holdings Il L.P.;
Blackstone Holdings Il L.P.; Blackstone Holdings1L.P.; and Blackstone Holdings V L.P (collectivetiie “Holding Partnerships”). On
June 18, 2007, in preparation for an initial publifering, the predecessor owners of the Blackstrgness completed a reorganization (the
“Reorganization”) whereby, with certain limited extions, the operating entities of the predecesgganization and the intellectual property
rights associated with the Blackstone name weréribored (“Contributed Businesses”) to these fiwdding partnerships either directly or
indirectly via a sale to certain wholtywned subsidiaries of the Partnership and themaibation to the Holding Partnerships. The Partha,
through its whollyewned subsidiaries, is the sole general partneaah of these Holding Partnerships. The reorgdaizatas accounted for :
an exchange of entities under common control ferciimponent of interests contributed by the Fousded the other senior managing
directors (collectively, the “Control Group”) and an acquisition of non-controlling interests udiing purchase method of accounting for all
the predecessor owners other than the Control Group

Undistributed earnings of the Contributed Businesbeough the date of the Reorganization inuratiedoenefit of predecessor owners.

On January 1, 2009, the number of Holding Partriessiias reduced from five to four through the tfansf assets and liabilities of
Blackstone Holdings Il L.P to Blackstone HoldindsL.P. In connection therewith, Blackstone Holdénky L.P. was renamed Blackstone
Holdings Il L.P. and Blackstone Holdings V L.P.swenamed Blackstone Holdings IV L.P. Blackstonéditgs refers to the five holding
partnerships prior to the January 2009 reorgaminagnd the four holding partnerships subsequettitetdanuary 2009 reorganization.

Holders of the limited partner interests in therfblolding Partnerships may, up to four times eagairyexchange their limited partners
interests (“Partnership Units”) for Blackstone Coomunits, on a one-to-one basis, exchanging onm&ahip Unit in each of the four
Holding Partnerships for one Blackstone Common Whittil the Blackstone Common Units issued in sexbhanges were sold to third part
they were required to forego any priority distribas under the cash distribution policy as describeNote 13 “Net Loss Per Common Unit”.

Initial Public Offering

On June 27, 2007, the Partnership completed aalipitblic offering (“IPO”) of its Common Units regsenting limited partner interests
in the Partnership. Upon the completion of the IP@hlic investors indirectly owned approximately. 1% of the equity in Blackstone.
Concurrently with the IPO, the Partnership

125



Table of Contents

THE BLACKSTONE GROUP L.P.

Notes to Consolidated and Combined Financial Stateemts
(All Dollars Are in Thousands, Except Unit and PerUnit Data, Except Where Noted)

completed the sale of non-voting common units,es@nting approximately 9.3% of the equity in Blacke, to Beijing Wonderful
Investments, an investment vehicle subsequenthgteared to China Investment Corporation. On Oat@8&e 2008, the agreement with Beijing
Wonderful Investments was amended whereby it, @niin of its affiliates, are restricted in theug from engaging in the purchase of
Blackstone common units that would result in itgregate beneficial ownership in Blackstone on ly{diluted (as-converted) basis exceeding
12.5%, an increase from 10% at the date of the IR@ddition, Blackstone common units owned by BBgiWonderful Investments or its
affiliates in excess of 10% aggregate beneficiahenship in Blackstone on a fully-diluted (esnaverted) basis are not subject to any restris
on transfer but are non-voting while held by BejjWonderful Investments or its affiliates.

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

Consolidation and Deconsolidation of Blackstone Fuds

Concurrently with the Reorganization, the ContrédgliBusinesses that act as a general partner ofsaldated Blackstone Fund (with t
exception of Blackstone’s then existing proprietheglge funds and four of the funds of hedge futmis the necessary steps to grant rights to
the unaffiliated investors in each respective ftomgrovide that a simple majority of the fusdinaffiliated investors will have the right, withtc
cause, to remove the general partner of that furtd accelerate the liquidation date of that fuméc¢cordance with certain procedures. The
granting of these rights resulted in the deconatilich of such investment funds from the Partnefstipnsolidated financial statements and the
accounting of Blackstone’s interest in these fumader the equity method. With the exception ofaiarfunds of hedge funds, hedge funds and
credit-oriented funds, these rights became effeativ June 27, 2007 for all Blackstone Funds wHeese rights were granted. The effective
date of these rights for the applicable funds afgeefunds was July 1, 2007. The consolidated resfiithese funds have been reflected in the
Partnership’s consolidated and combined finantc&esents up to the effective date of these rights.

Acquisitions
On March 3, 2008, the Partnership acquired GSOt@ldpartners LP and certain of its affiliates (“GR@SO is an alternative asset

manager specializing in the credit markets. GSOagas various multi-strategy credit hedge funds,zaxeine funds, senior debt funds,
separately managed accounts and various CLO vshicle

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying consolidated and combined finhetatements have been prepared in accordanceawdtiunting principles genera
accepted in the United States of America (“GAARe consolidated and combined financial statemenits to the Reorganization described
in Note 1 include the entities engaged in the albmnesses under the common ownership of thedwaders of Blackstone, Stephen A.
Schwarzman and Peter G. Peterson (the “Found@tsigkstone’s other senior managing directors afetsed other individuals engaged in
some of Blackstone’s businesses, personal plarnv@higles beneficially owned by the families of thésdividuals and a subsidiary of
American International Group, Inc. (“AlG”), colléeely, together with the Founders, referred totees“predecessor owners”.
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Subsequent to the Reorganization, the consolidatdccombined financial statements include the atsoof the Partnership, its wholly-
owned subsidiaries, the consolidated funds whiehcansidered to be variable interest entities angvhich the Partnership is considered the

primary beneficiary, and certain partnerships onilsir entities which are not considered variableriest entities but in which the Partnership
has a controlling financial interest.

The December 31, 2008 Consolidated and CombinedrBémts of Financial Condition reflect a restateitecorrect the classification
the portion of net gains (losses) from Blackstameebtment Funds attributable to departed parti¢gp@nBlackstone’s profit sharing plans. At
December 31, 2008, cumulative distributions to sueparted participants exceeded net gains atthbita them such that Blackstone had an
accrued clawback due from the departed participatéding $226.9 million. This amount was previguslassified as NoiGontrolling Interest
but should properly be, and has been reclassifed aomponent within Due from Affiliates. The imterdal restatement had no impact on the
Consolidated and Combined Statement of OperatiotizeoConsolidated and Combined Statement of Chsiask

All intercompany balances and transactions have kéminated in consolidation.

Certain reclassifications have been made to pear wmounts to conform to the current year pretientas follows:

. During theyear ended December 31, 2008, Blackstone electelddsify Management and Advisory Fees in a sifigéeitem anc
reclassify amounts relating to Performance Feesfdindations from Management and Advisory Fees iatal Performance Fees and
Allocations to reflect the underlying nature of fiee arrangements. In the second quarter of 20@@kBtone elected to disaggregate
Investment Income and Other between Investmentecth oss) and Interest Income and Other. Investimeoime (Loss) represents the

income (loss) from Blackstone’s proprietary andiggmethod investments, and Interest Income ané&Q#presents primarily interest
and dividend income

. In the fourth quarter of 2009, Blackstone electedisaggregate Compensation and Benefits into Basepensation and Performance
Related Compensation. Blackstone then disaggrediatedtment Income (Loss), Performance Fees aratatiions, and Compensation
and Benefits—Performance Fee Related into thelizeshand unrealized components. Blackstone alsagdjregated Interest Income and
Other between Interest and Dividend Revenue andrOftiterest and Dividend Revenue includes incoanaesl in the form of interest
and dividends and Other includes foreign curren@hange gains (losses) and other income. As of Mbee 31, 2009, Blackstone
elected to aggregate certain financial statemepttaras on the Consolidated and Combined Statenuériigancial Condition into Other
Assets and Accounts Payable, Accrued Expenses #red Gabilities as such individual items no longeeet the materiality thresholds

for separate presentation. Accounts Payable, Addixpenses and Other Liabilities includes amoun&std non-controlling interest
holders.

Use of Estimates

The preparation of the consolidated and combineahfiial statements in accordance with GAAP requirasagement to make estimates
that affect the amounts reported in the consoltlated combined financial statements and accompgmgotes. Management believes that
estimates utilized in the preparation of the constéd and combined financial statements are ptualahreasonable and that it has made all
necessary adjustments (consisting of only norn@alrréng items) so that the consolidated and contbfireincial statements are presented
fairly. Actual results could differ from those estites and such differences could be material.

127



Table of Contents

THE BLACKSTONE GROUP L.P.

Notes to Consolidated and Combined Financial Stateemts
(All Dollars Are in Thousands, Except Unit and PerUnit Data, Except Where Noted)

Consolidation

The Partnership consolidates all entities thadittimls through a majority voting interest or othise, including those Blackstone Funds
in which the general partner is presumed to hawerab Although the Partnership has a non-contngliinterest in the Blackstone Holding
Partnerships, the limited partners do not haveitig to dissolve the partnerships or have substakick out rights or participating rights that
would overcome the presumption of control by thariaship. Accordingly, the Partnership consolidééackstone Holdings and records non-
controlling interests to reflect the economic ietds of the limited partners of Blackstone Holdings

In addition, the Partnership consolidates all \@&anterest entities (“VIE”) in which it is the ipmary beneficiary. An enterprise is
determined to be the primary beneficiary if it atisothe majority of the VIE's expected losses, iexethe majority of the VIE's expected
returns, or both.

GAAP requires an analysis to (a) determine whedinegntity in which the Partnership holds a variablerest is a variable interest entity,
and (b) whether the Partnership’s involvement,ugtoholding interests directly or indirectly in thetity or contractually through other
variable interests (e.g., management and perforeneeiated fees), would be expected to absorb arityagd the variability of the entity.
Performance of that analysis requires the exedfiggdgment. The Partnership determines whethisrtite primary beneficiary of a VIE at the
time it becomes involved with a variable interasitg and reconsiders that conclusion based omiceréconsideration events. In evaluating
whether the Partnership is the primary beneficiBigckstone evaluates its economic interests irfitthd held either directly by the Partnership
or indirectly through employees. The consolidatimalysis can generally be performed qualitativebuever, if it is not readily apparent that
the Partnership is not the primary beneficiaryuargitative expected losses and expected residtiahis calculation is performed. Investments
and redemptions (either by the Partnership, atéitiabf the Partnership or third parties) or amemdm the governing documents of the
respective Blackstone Funds could affect an est#jatus as a VIE or the determination of the piynb@neficiary. At each reporting date and
on the occurrence of reconsideration events, th@&ahip assesses whether it is the primary beaefiand will consolidate or deconsolidate
accordingly.

Blackstone’s other disclosures regarding VIEs @eussed in Note 9 “Variable Interest Entities”.

Business Combinations

The Partnership accounts for acquisitions usingtirehase method of accounting, under which thelmse price of the acquisition is
allocated to the assets acquired and liabilitissim&d using the fair values determined by manageaseof the acquisition date.

Revenue Recognition
Revenues primarily consist of management and adrises, performance fees and allocations, investineome, interest and dividend
revenue and other.

Management and Advisory FeedManagement and Advisory Fees are comprised oagenent fees, including base management fees,
transaction and other fees, management fee redsciiod offsets, and advisory fees.

The Partnership earns base management fees froradipartners of funds in each of its managed fuatia fixed percentage of assets
under management, net asset value, total assetsitted capital or invested capital. Base manageffiees are based on contractual terms
specified in the underlying investment advisoryesggnents.
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Transaction and other fees (including monitoringsjeare fees charged directly to funds and pootimdmpanies. The investment advis
agreements generally require that the investmersadreduce the amount of management fees papgitlee limited partners to the
Partnership (“management fee reductions”) by anuarhequal to a portion of the transaction and otbes directly paid to the Partnership by
the portfolio companies. The amount of the reductiaries by fund, the type of fee paid by the mdidfcompany and the previously incurred
expenses of the fund.

Management fee offsets are reductions to managei@esnpayable by limited partners, which are gibtesed on the amount they
reimburse Blackstone for placement fees.

Advisory fees consist of advisory retainer and $eantion-based fee arrangements related to merggrisition, restructuring and
divestiture activities and fund placement serviceslternative investment funds. Advisory retaifesgs are recognized when services for the
transactions are complete, in accordance with teehforth in individual agreements. Transactioedubfees are recognized when (a) there is
evidence of an arrangement with a client, (b) adjtg®n services have been provided, (c) feesaed fir determinable and (d) collection is
reasonably assured. Fund placement fees are reeagas earned upon the acceptance by a fund aécapcapital commitments.

Accrued but unpaid Management and Advisory Fedspfrraanagement fee reductions and managemenfffess) as of the reporting
date, are included in Accounts Receivable or DuwarFAffiliates in the Consolidated and Combined &tatnts of Financial Condition.

Performance Fees and Allocationderformance fees earned on the performance ok&tane’s hedge fund structures are recognized
based on fund performance during the period, sulpeihe achievement of minimum return levels, ightwater marks, in accordance with the
respective terms set out in each hedge fund invegtadvisory agreement. Accrued but unpaid perfanadees charged directly to investor
Blackstone’s offshore hedge funds as of the repgidiate are recorded within Due from Affiliateglie Consolidated and Combined
Statements of Financial Condition. Performance &sng on Blackstone’s onshore hedge funds dweatkd to the general partner. Accrued
but unpaid performance fees on onshore funds teakporting date are reflected in InvestmentiénConsolidated and Combined Statenr
of Financial Condition.

In certain fund structures, specifically in privatguity, real estate and certain credit-orientedifu(“Carry Funds”), performance fees
(“Carried Interest”) are allocated to the genewatiper based on cumulative fund performance to, datgect to a preferred return to limited
partners. At the end of each reporting period Ragnership calculates the Carried Interest thaldvbe due to the Partnership for each fund,
pursuant to the fund agreements, as if the fairevaf the underlying investments were realizedfasioh date, irrespective of whether such
amounts have been realized. As the fair value détying investments varies between reporting yidt is necessary to make adjustments to
amounts recorded as Carried Interest to reflebeeifa) positive performance resulting in an insecia the Carried Interest allocated to the
general partner or (b) negative performance thatldvoause the amount due to the Partnership tedsethan the amount previously recognized
as revenue resulting in a negative adjustment taegiinterest allocated to the general partneedch scenario, it is necessary to calculate the
Carried Interest on cumulative results comparettiécCarried Interest recorded to date and makeetingred positive or negative adjustments.
The Partnership ceases to record negative Camtecekt allocations once previously recognizedi€ainterest allocations for such fund have
been fully reversed. The Partnership is not obdigdb pay guaranteed returns or hurdles, and therefannot have negative Carried Interest
over the life of a fund. Accrued but unpaid Carrietérest as of the reporting date is reflectebhirestments in the Consolidated and Combi
Statements of Financial Condition.
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Carried interest is realized when an underlyingstinent is profitably disposed of and the fund'sulative returns are in excess of the
preferred return. Performance fees earned on hedgestructures are realized at the end of eactt Sumeasurement period.

Carried Interest is subject to clawback to the mixtieat the Carried Interest actually distributediate exceeds the amount due to
Blackstone based on cumulative results. As suehaderual for potential repayment of previouslyereed performance fees and allocations,
which is a component of Due to Affiliates, represeall amounts previously distributed to Blackstétadings and non-controlling interest
holders that would need to be repaid to the Blaciestunds if the Blackstone Carry Funds were tliiqoedated based on the current fair value
of the underlying funds’ investments as of the répg date. The actual clawback liability, howev#oges not become realized until the end of a
fund’s life or one year after a realized loss uimed, depending on the fund.

Investment Income (Loss)investment Income (Loss) represents the unreblinel realized gains and losses on the Partnesghiicipa
investments, including its investments in Blackstéunds that are not consolidated, its equity ntetheestments, and other principal
investments. Investment Income (Loss) is realizedmthe Partnership redeems all or a portion éhitsstment or when the Partnership
receives cash income, such as dividends or disimifis; from its non-consolidated funds. Unrealif@egestment Income (Loss) results from
changes in the fair value of the underlying invesiiras well as the reversal of unrealized gairsjlasthe time an investment is realized.

Interest and Dividend Revenddnterest and Dividend Revenue comprises primantigrest and dividend income earned on principal
investments held by Blackstone.

Other Revenue Other Revenue comprises primarily foreign excleagains and losses arising on transactions dentediiacurrencies
other than U.S. dollars.

Fair Value of Financial Instruments

GAAP establishes a hierarchal disclosure framewdrich prioritizes and ranks the level of marketprobservability used in measuring
financial instruments at fair value. Market prideservability is affected by a number of factorgluiling the type of financial instrument, the
characteristics specific to the financial instrutnamd the state of the marketplace, including tistence and transparency of transactions
between market participants. Financial instrumaritis readily available quoted prices in active neskgenerally will have a higher degree of
market price observability and a lesser degreeaddient used in measuring fair value.

Financial instruments measured and reported av&hire are classified and disclosed based on theraability of inputs used in the
determination of fair values, as follows:

. Level | — Quoted prices are available in active kats for identical financial instruments as of thporting date. The type of financial
instruments in Level | include listed equities disted derivatives. The Partnership does not adhestjuoted price for these investments,
even in situations where Blackstone holds a laggtion and a sale could reasonably impact theegliptice.

. Level Il — Pricing inputs are other than quoted prices irvaatharkets, which are either directly or indireatlyservable as of the report
date, and fair value is determined through theafiseodels or other valuation methodologies. Finahicistruments which are generally
included in this category include corporate bonut$ laans, less liquid and restricted equity se@gjtcertain ovethe-counter derivative
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where the fair value is based on observable inamis certain fund of hedge funds investments irctvBlackstone has the ability
redeem its investment at net asset value at, dirwihree months of, the reporting de

. Level Il — Pricing inputs are unobservable for fiancial instruments and includes situations \ettere is little, if any, market activity
for the financial instrument. The inputs into thetetmination of fair value require significant mgaement judgment or estimation.
Financial instruments that are included in thiegaty generally include general and limited pahgr interests in private equity and r
estate funds, credit-oriented funds, distressed aledb non-investment grade residual interestséoriiézations, collateralized loan
obligations, certain over the counter derivativé®re the fair value is based on unobservable immudscertain funds of hedge funds
which use net asset value per share to determineafae in which Blackstone may not have the &piid redeem its investment at net
asset value at, or within three months of, the mépgp date. Blackstone may not have the abilityetdeem its investment at net asset value
at, or within three months of, the reporting détani investee fund manager has the ability to limit amount of redemptions, and/or the
ability to side-pocket investments, irrespective of whether sudlityahas been exercise

In certain cases, the inputs used to measure dhievmay 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 finanaiatrument is based on the lowest level of
input that is significant to the fair value measuoeat. The Partnership’s assessment of the signidficaf a particular input to the fair value
measurement in its entirety requires judgment amsiders factors specific to the financial instrame

In certain cases, debt and equity securities dresdaon 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 madricearket transactions in comparable
investments and various relationships between tmessts.

In the absence of observable market prices, Blaokstalues its investments using valuation methagde$ applied on a consistent basis.
For some investments little market activity mayséxmanagement’s determination of fair value isitbased on the best information available
in the circumstances, and may incorporate managésresn assumptions and involves a significant degyf judgment, taking into
consideration a combination of internal and extefactors, including the appropriate risk adjusttsefior non-performance and liquidity risks.
Investments for which market prices are not obddevenclude private investments in the equity ofigting companies, real estate propertis
certain funds of hedge funds. The valuation tealmifipr each of these investments is described below

Private Equity InvestmentsFhe fair values of private equity investments agtetmined by reference to projected net earniraysimgs
before interest, taxes, depreciation and amortingiEBITDA”), the discounted cash flow method, fiabmarket or private transactions,
valuations for comparable companies and other measuhich, in many cases, are unaudited at theréeeived. Valuations may be derived
by reference to observable valuation measuresdimparable companies or transactions (e.g., muitiglg key performance metric of the
investee company such as EBITDA by a relevant vi@mnanultiple observed in the range of comparableganies or transactions), adjustet
management for differences between the investmehttee referenced comparables, and in some instdnyceeference to option pricing
models or other similar methods. Private equityestiments may also be valued at cost for a perididhef after an acquisition as the best
indicator of fair value.
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Real Estate InvestmentsThe fair values of real estate investments, arerdehed by considering projected operating cashd|sales of
comparable assets, if any, and replacement cosis@other measures. The methods used to estineafaittvalue of real estate investments
include the discounted cash flow method and/ortalipation rates (“cap rates”) analysis. Valuatiomsy be derived by reference to observable
valuation measures for comparable companies otsa@sg., multiplying a key performance metriclod investee company or asset, such as
EBITDA, by a relevant valuation multiple observedfe range of comparable companies or transagtiadgisted by management for
differences between the investment and the refeceoomparables, and in some instances by refeteraggion pricing models or other simi
methods. Additionally, where applicable, projectistributable cash flow through debt maturity wilso be considered in support of the
investment’s carrying value.

Funds of Hedge FundsBlackstone Funds’ direct investments in funds afgeefunds (“Investee Funds”) are valued at nettasdee
(“NAV") per share of the Investee Fund. If the Parship determines, based on its own due diligandeinvestment procedures, that NAV per
share does not represent fair value, the Partipevahiestimate the fair value in good faith andaimanner that it reasonably chooses, in
accordance with its valuation policies.

Credit-Oriented InvestmentsThe fair values of credit-oriented investments generally determined on the basis of prices tetwe
market participants provided by reputable dealefzriging services. In some instances, Blackstoag otilize other valuation techniques,
including the discounted cash flow method.

Investments, at Fair Value

The Blackstone Funds are accounted for as investooempanies under the AICPA Audit and Accountingdaulnvestment Companies
and reflect their investments, including majorityreed and controlled investments (the “Portfolio @amies”), at fair value. Blackstone has
retained the specialized accounting for the codatdid Blackstone Funds. Thus, such consolidatedsfunvestments are reflected in
Investments on the Consolidated and Combined Seatemnof Financial Condition at fair value, with ealized gains and losses resulting from
changes in fair value reflected as a componentadf®ains (Losses) from Fund Investment Activitieshie Consolidated and Combined
Statements of Operations. Fair value is the amthattwould be received to sell an asset or patdatwsfer a liability, in an orderly transaction
between market participants at the measuremen{idatethe exit price).

Blackstone’s principal investments are presentddiavalue with unrealized appreciation or depagion and realized gains and losses
recognized in the Consolidated and Combined Stattswd Operations within Investment Income (Loss).

For certain instruments, the Partnership has eldbiefair value option. Such election is irrevdeadnd is applied on an investment by
investment basis at initial recognition. The Parghig has applied the fair value option for cerfagns and receivables and certain investments
in private debt and equity securities, that otheewiould not have been carried at fair value wéting and losses recorded in net income to
consistently account for principal investments Hagldhe Partnership. Loans extended to third paeie recorded within Accounts Receivable
within the Consolidated and Combined Statementrancial Condition. Debt and equity securitiesvidiich the fair value option has been
elected are recorded within Investments. The metlogy for measuring the fair value of such invesitsés consistent with the methodology
applied to private equity, real estate, creditquteel and funds of hedge funds investments. Changae fair value of such instruments are
recognized in Investment Income (Loss) in the Cbdated and Combined Statements of Operationstdste
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income on interest bearing loans and receivabldsiabt securities on which the fair value optios haen elected is based on stated coupon
rates adjusted for the accretion of purchase digscand the amortization of purchase premiums. ifgsest income is recorded within Inte
and Dividend Revenue. Further disclosure on instnnfor which the fair value option has been eléd$ presented in Note 7 “Fair Value
Option” to the Consolidated and Combined FinanStatements.

Securities transactions are recorded on a tradehdssis.

Equity Method Investments

Investments where the Partnership is deemed td ggmificant influence, but not control, are acetad for using the equity method of
accounting. Under the equity method of accounting,Partnership’s share of earnings (losses) frguityemethod investments is included in
Investment Income in the Consolidated and Comb8tatements of Operations. The carrying amountgjoity method investments are
reflected in Investments in the Consolidated anthfined Statements of Financial Condition.

The Partnership evaluates its equity method investenfor impairment whenever events or changesdnmstances indicate that the
carrying amounts of such investments may not beverable. The difference between the carrying vahatits estimated fair value is
recognized as impairment when the loss is deenteat ttan temporary.

Cash and Cash Equivalents

Cash and cash equivalents represents cash ondaasidheld in banks and liquid investments withingeigmaturities of three months or
less. Interest income from cash and cash equivsismecorded in Interest and Dividend RevenuéénGonsolidated and Combined Statem
of Operations.

Cash Held By Blackstone Funds and Other

Cash held by Blackstone Funds and Other represastsand cash equivalents held by consolidateck8iace Funds and other
consolidated entities. Such amounts are not avaitatfund the general liquidity needs of Blackston

Accounts Receivable

Accounts Receivable includes management fees adeiyrom limited partners, receivables relatethtoredemption of Partnership
interests from underlying funds in the fund of hedignds business, placement and advisory feesvediles, and loans extended to unaffiliated
third parties. Accounts Receivable, excluding thiosevhich the fair value option has been elected,assessed periodically for collectibility.
Amounts determined to be uncollectible are chajettly to General, Administrative and Other Exgesiin the Consolidated and Combined
Statements of Operations.

Intangibles and Goodwill

Blackstone’s intangible assets consist of contaaights to earn future fee income, including ngeraent and advisory fees and Carried
Interest from its Carry Funds. Identifiable finiteed intangible assets are amortized on a strdigétbasis over their estimated useful lives,
ranging from 5 to 20 years, reflecting the contrattives of such funds. The Partnership does otat &ny indefinite-lived intangible assets.
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Goodwill comprises goodwill arising from the Reamgaation of the Partnership in 2007 and the actjaisbf GSO in 2008 (see Note 1
“Organization”).

Intangibles and goodwill are reviewed for impairmanleast annually, or more frequently if circuarstes indicate impairment may have
occurred.

Furniture, Equipment and Leasehold Improvements

Furniture, equipment and leasehold improvementsisbprimarily of leasehold improvements, furnituigtures and equipment,
computer hardware and software and are recordeasatess accumulated depreciation and amortizallepreciation and amortization are
calculated using the straight line method overasgetsestimated useful economic lives, which for leasélimiprovements are the lesser of
lease terms or the life of the asset, generallgdii years, and three to seven years for othet fissets. The Partnership evaluates long-lived
assets for impairment whenever events or changesciimstances indicate that the carrying amoumtnosset may not be recoverable.

Derivative Instruments

The Partnership recognizes all derivatives as siggdiabilities on its Consolidated and Combin¢at&nents of Financial Condition at
fair value. On the date the Partnership entersarderivative contract, it designates and documesutd derivative contract as one of the
following: (a) a hedge of a recognized asset dnillig (“fair value hedge”), (b) a hedge of a foested transaction or of the variability of cash
flows to be received or paid related to a recoghiagset or liability (“cash flow hedge”); (c) a lyedof a net investment in a foreign operation;
or (d) a derivative instrument not designated bedyging instrument (“free standing derivative”) r Bdfair value hedge, Blackstone records
changes in the fair value of the derivative andhtoextent that it is highly effective, changeshia fair value of the hedged asset or liability
attributable to the hedged risk, in current pesadhings in the same caption in the ConsolidatedGombined Statements of Operations as the
hedged item. Changes in the fair value of derieatigesignated as hedging instruments caused lmydasther than changes in the risk being
hedged, which are excluded from the assessmemdgfeneffectiveness, are recognized in current ger@wnings. For free standing derivative
contracts, the Partnership presents changes iadhie in current period earnings.

The Partnership formally documents at inceptiomédge relationships, including identification loéthedging instruments and the
hedged items, its risk management objectives eglydior undertaking the hedge transaction and #mnErship’s evaluation of effectiveness of
its hedged transaction. On a monthly basis, thenPiship also formally assesses whether the deréveitdesignated in each hedging
relationship is expected to be, and has been,\higffective in offsetting changes in estimated falues or cash flows of the hedged items
using either the regression analysis or the doffset method. If it is determined that a derivatig not highly effective at hedging the
designated exposure, hedge accounting is discattinu

Foreign Currency

In the normal course of business, the Partnershipenter into transactions not denominated in dr8tates dollars. Foreign exchange
gains and losses arising on such transactioneeaceded as Other in the Consolidated and Combitetér8ents of Operations. In addition, the
Partnership consolidates a number of entitieshthae a non-U.S. dollar functional currency. Non-W&hominated assets and liabilities are
translated to U.S. dollars at the exchange rategjieg at the reporting date and income, expergaiss and
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losses are translated at the prevailing exchangeorathe dates that they were recorded. Cumultiweslation adjustments arising from the
translation of non-U.S. denominated operationgegerded in Other Comprehensive Income.

Comprehensive Income

Comprehensive Income consists of Net Income aneér@@omprehensive Income. The Partnership’s Othengehensive Income is
comprised of unrealized gains and losses on cashifedges and foreign currency cumulative trarshadidjustments.

Non-Controlling Interests in Consolidated Entities

Non-Controlling Interests in Consolidated Entitrtepresent the component of Partner’s Capital irsclitiated entities held by third party
investors. Such interests are adjusted for geparaher allocations and by subscriptions and rediempin funds of hedge funds and certain
credit-oriented funds which occur during the rejmgrperiod. Non-controlling interests related tads of hedge funds and certain other credit-
oriented funds are subject to annual, semi-annualiarterly redemption by investors in these fufodlewing the expiration of a specified
period of time (typically between one and threerggar may be withdrawn subject to a redemptianifiethe funds of hedge funds and certain
credit-oriented funds during the period when capitay not be withdrawn. As limited partners in thégpes of funds have been granted
redemption rights, amounts relating to third pamtgrests in such consolidated funds are presexgdtedeemable Non-Controlling Interests in
Consolidated Entities within the Consolidated aminBined Statements of Financial Condition. Whereadable amounts become legally
payable to investors, they are classified as dlitialand included in Accounts Payable, Accrued Empes and Other in the Consolidated and
Combined Statements of Financial Condition. Focafisolidated funds in which redemption rights hagtbeen granted, non-controlling
interests are presented within Partner’'s Capit#iénConsolidated and Combined Statements of Fiab@ondition as Non-Controlling
Interests in Consolidated Entities. When fundsraséructured, they are reflected as a cash disiwibéior cash flow purposes.

Compensation and Benefits

Compensation and Benefits —-Base Compensati®ase compensation and benefits consists of (plogiee compensation, comprising
salary and bonus, and benefits paid and payaldmfoyees, including senior managing directors, (@Bh@quity-based compensation
associated with the grants of equity-based awarésiployees, including senior managing directors.

Equity-Based CompensatiorGempensation cost relating to the issuance of dhased awards to senior managing directors and
employees is measured at fair value at the grast thking into consideration expected forfeituaas] expensed over the vesting period on a
straight line basis. Equity-based awards that daeguire future service are expensed immedia@hgh settled equity-based awards are
classified as liabilities and are re-measured aetid of each reporting period.

Compensation and Benefits — Performance Fee RelaRatformance fee related compensation and bewefitsists of Carried Interest
and performance fee allocations to employees, diegisenior managing directors, participating intai@ profit sharing initiatives. Employees
participating in such initiatives are allocatedaatipn of Carried Interest and performance feescalied to the general partner under
performance fee allocations (see “Revenue Recagri)tiSuch compensation expense is recognizedeiiséime manner as Carried Interest and
performance fee allocations and is subject to po#itive and negative adjustments as a resultafigds in underlying fund performance.
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Income Taxes

The Blackstone Holdings partnerships and certatheif subsidiaries operate in the U.S. as parigsdor U.S. federal income tax
purposes and generally as corporate entities irlh&n jurisdictions. Accordingly, these entitiessome cases are subject to New York City
unincorporated business taxes or non-U.S. incorestdn addition, certain of the wholly-owned suliies of the Partnership and the
Blackstone Holdings partnerships will be subjedetteral, state and local corporate income taxéseagntity level and the related tax provis
attributable to the Partnership’s share of thi®ime is reflected in the consolidated and combitreghtial statements.

Income taxes are accounted for using the liahifigthod of accounting. Under this method, deferagdassets and liabilities are
recognized for the expected future tax consequenicgiéferences between the carrying amounts oftassnd liabilities and their respective tax
basis, using currently enacted tax rates. The effiecleferred assets and liabilities of a chandeirrates is recognized in income in the period
when the change is enacted. Deferred tax assetsdueed by a valuation allowance when it is mi&ly than not that some portion or all of
the deferred tax assets will not be realized.

Blackstone analyzes its tax filing positions inaflthe U.S. federal, state and foreign tax judidns where it is required to file income
tax returns, as well as for all open tax yeardhese jurisdictions. If, based on this analysis,Rhenership determines that uncertainties in tax
positions exist, a reserve is established. Blackstecognizes accrued interest and penalties defl@tencertain tax positions in General,
Administrative, and Other expenses within the Ctidated and Combined Statements of Operations.

Tax laws are complex and subject to different ptetations by the taxpayer and respective govertahtaxing authorities. Significant
judgment is required in determining tax expenseiarevaluating tax positions, including evaluatingcertainties under GAAP. Blacksta
reviews its tax positions quarterly and adjustsdisbalances as new information becomes available.

Earnings Per Unit

Blackstone calculates basic and diluted earningsipié using the two class method, which requinegtity to include non-vested share-
based payment awards that have non-forfeitablésighdividends or dividend equivalents as a sepaiass of securities in such calculation.
Basic earnings per unit are calculated by dividiotgl undistributed loss by the weighted-averagalmer of common units outstanding,
including unvested equity awards. Diluted earnipgsunit exclude the anti-dilutive effect of unwebteferred restricted common units and
Blackstone Holdings Partnership Units.

Recent Accounting Developments

Effective January 1, 2009, the Partnership adoptedunting guidance issued by the Financial Acdogritandards Board (“FASB”) on
business combinations. The guidance requires tipgiraeg entity in a business combination, for whible acquisition date is on or after
January 1, 2009, to recognize the full fair valfiassets, liabilities, contingencies and contingemtsideration obtained in the transaction
(whether for a full or partial acquisition); estsbles the acquisition date fair value as the measent objective for all assets acquired and
liabilities assumed; requires expensing of mostsaation and restructuring costs; and requiresitieirer to disclose to investors and other
users all of the information needed to evaluatewargkrstand the nature and financial effect ofilrginess combination. The guidance applies
to all transactions or other events in which thariRaiship obtains control of one or more businessebiding those sometimes referred to as
“true mergers” or
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“mergers of equals” and combinations achieved witlbe transfer of consideration, for example, bgtcact alone or through the lapse of
minority veto rights. The Partnership did not eritéo any business combination transactions dutiegyear ended December 31, 2009.

Effective January 1, 2009, the Partnership adogtédance on the accounting and financial statempesgentation of non-controlling
(minority) interests. The guidance requires repgrentities to present non-redeemable non-conigp(ininority) interests as equity (as
opposed to a liability or mezzanine equity) andvjites guidance on the accounting for transacti@t&éen an entity and non-controlling
interest holders. As a result of adoption, (a) witbpect to the Consolidated and Combined Stateneéftinancial Condition, the Redeemable
Non-Controlling Interests in Consolidated Entities wasamed as such and remained classified as meezaguity, and the non-redeemable
Non-Controlling Interests in Consolidated Entities amh-Controlling Interests in Blackstone Holdings/b been reclassified as components
of Partners’ Capital, (b) with respect to the Cdiastied and Combined Statements of Operations)iteime (Loss) is now presented before
non-controlling interests, the Net Income (Los#)ilattable to the three categories of non-contgliinterests discussed in (a) above are now
presented separately, and the Consolidated and iGethBtatements of Operations now net to Net Incfiroes) Attributable to The
Blackstone Group L.P., and (c) with respect toGloasolidated and Combined Statements of Changeariners'Capital, roll forward columr
have now been added for each component of nonattindy interests discussed in (a) above. The prasen and disclosure requirements have
been applied retrospectively for all periods présein accordance with the issued guidance. Thaaggie also clarifies the scope of accour
and reporting for decreases in ownership of a gidoyi to include groups of assets that constitutesiness. The scope clarification did not
have a material impact on the Partnership’s firerstatements.

Effective January 1, 2009, the Partnership adogtédance issued by the Emerging Issues Task FUEtER”") on the application of the
two-class share method of earnings per share diedpp master limited partnerships. The guidanmgias to master limited partnerships that
make incentive equity distributions. The Partngydids applied the guidance on a retrospective basi$ias presented earnings per unit based
on the two-class share method for all periods ptese The adoption did not have a material impadhe Partnership’s financial statements.

Effective January 1, 2009, the Partnership adogtediance issued by the FASB regarding disclosurestaderivative instruments and
hedging activities. The purpose of the guidande improve financial reporting of derivative instnents and hedging activities. The guidance
requires enhanced disclosures to enable invesidrstter understand how those instruments andiesivare accounted for, how and why they
are used and their effects on an entity’s finangigition, financial performance and cash flowse Bdoption resulted in additional required
disclosures relating to derivative instruments@sented in Note 6 “Derivative Financial Instrunsgrdf the Partnership’s financial statements.

Effective January 1, 2009, the Partnership adogtediance on the determination of the useful liféentdingible assets. The guidance
amends the factors an entity should consider irldging renewal or extension assumptions usedtgrianing the useful life of recognized
intangible assets. The new guidance applies prtispscto (a) intangible assets that are acquirgtividually or with a group of other assets
and (b) both intangible assets acquired in busioeswhinations and asset acquisitions. The adopfidine guidance did not have a material
impact on the Partnership’s financial statements.
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Effective January 1, 2009, the Partnership adogtediance issued by the FASB on determining whetigtruments granted in share-
based payment transactions are participating seurThe guidance addresses whether instrumeaisegt in sharbased payment transactic
are participating securities prior to vesting amer¢fore need to be included in the earnings dilmetan calculating earnings per share unde!
two-class method of calculation. The guidance nexguéntities to treat unvested share-based payemertls that have non-forfeitable rights to
dividends or dividend equivalents as a separass@ésecurities in calculating earnings per shasea result of adoption, the Partnership
includes unvested participating Blackstone Commaitd.as a component of Common Units Entitled tofitsi Distributions—Basic in the
calculation of earnings per common unit for allipds presented, due to their equivalent distributights as Blackstone Common Units. The
impact of the adoption and retroactive applicabar2008 and 2007 was as follows:

Year Ended June 19, 2007 through
December 31, 2008 December 31, 2007
Originally Originally

Upon Upon

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

Common Units Entitled to Priority Distributiol $ (4.36) $ (4.32) $ (1.29) $ (1.2¢)
Common Units Not Entitled to Priority Distributiol $ (3.09 $ (3.06) N/A N/A

During 2009, the Partnership adopted guidance ésbyghe FASB on determining fair value when thiuaee and level of activity for tt
asset or liability has significantly decreased mthtifying transactions that are not orderly. Adop did not have a material impact on the
Partnership’s financial statements.

During 2009, the Partnership adopted guidance tamiim disclosures about fair value of financialtinsents. Such disclosures were
previously required only in annual financial stagets. The adoption of the guidance resulted irirtbleision of interim financial statement
disclosures which had previously been annual.

During 2009, the Partnership adopted guidance bsexpuent events. The guidance is intended to edtaj@neral standards of
accounting for and disclosure of events that oafter the balance sheet date but before finant@tédments are issued or are available to be
issued. The adoption resulted in additional disglesegarding subsequent events as presented éW20dtSubsequent Events” of the
Partnership’s financial statements.

During 2009, the Partnership adopted guidance ésbyg¢he FASB on the Accounting Standards Codificaaind the hierarchy of
generally accepted accounting principles whichlgistaed the FASB Standards Accounting Codificafft®®odification”) as the source of
authoritative GAAP recognized by the FASB to beligabto nongovernmental entities, and rules anerpretive releases of the SEC as
authoritative GAAP for SEC registrants. The Codifion supersedes all the existing non-SEC accagiatial reporting standards and
subsequently, the FASB will not issue new standardise form of Statements, FASB Staff Positiong&orerging Issues Task Force Abstracts.
This guidance also replaces the prior guidancerdgéugthe GAAP hierarchy, given that once in effélseé guidance within the Codification v
carry the same level of authority. As the guidaisdenited to disclosures in the consolidated ficiahstatements and the manner in which the
Partnership refers to GAAP authoritative literatiadoption did not have a material impact on thereaship’s financial statements.
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During 2009, the Partnership adopted guidance ésbyghe FASB on the measurement of the fair vafl&bilities. The guidance
provides clarification that in circumstances in @fha quoted price in an active market for the idahtiability is not available, fair value must
be measured using valuation techniques that usguthied price of the identical liability when tradas an asset, quoted prices for similar
liabilities or similar liabilities when traded assets or alternative valuation techniques includingncome approach or a market approach. In
addition, guidance is provided on the classificatd liabilities measured at fair value within tfagr value hierarchy. Where the fair value of a
liability is based on a quoted price in an activarket for the identical liability or on the quotpdce for an identical liability when traded as an
asset in an active market without adjustment tajtieted price, the fair value measurement shatldsified as Level I. The adoption did not
have a material impact on the Partnership’s firerstatements.

During 2009, the Partnership adopted implementagjigdance issued by the FASB on accounting for datcgy in income taxes. The
updated guidance considers an entity’s assertatittis a tax-exempt not for profit or a pass tlgb entity as a tax position that requires
evaluation. In addition, the guidance provided iempéntation guidance on the attribution of incomxesao entities and owners. The adoption
of the guidance did not have a material impacth@Rartnership’s financial statements.

In September 2009, the FASB issued guidance owéhire measurements and disclosures relating #stments in certain entities that
calculate net asset value (“NAV”) per share (oeifsiivalent). The guidance permits, as a pracéigpédient, an entity holding investments in
certain entities that either are investment comgmas defined by the AICPA Audit and Accountingdayinvestment Companie®r have
attributes similar to an investment company, aridutate net asset value per share or its equivédenthich the fair value is not readily
determinable, to measure the fair value of suckstments on the basis of that NAV per share, @qtsvalent, without adjustment. The
guidance also requires disclosure of the attribafésvestments within the scope of the guidancenajor category of investment. Such
disclosures include the nature of any restrictimm&n investor’s ability to redeem its investmeaaitthe measurement date, any unfunded
commitments and the investment strategies of thesiiee. Additional guidance is provided on thesifacstion of investments for which NAV
is used to measure fair value within the fair vaiigrarchy. If an entity has the ability to redeigsrninvestment at net asset value at the
measurement date or within the near term, thevidire measurement of the investment shall be ceegbas a Level Il fair value
measurement. If an entity does not know when it hél/e the ability to redeem its investment or @drdo so in the near term, the fair value
measurement of the investment shall be categodagedLevel Il fair value measurement. The guiddaa@dfective for interim and annual
periods ending after December 15, 2009. The Pattigehas adopted the guidance effective with thgasce of its December 31, 2009
financial statements with additional disclosureuiegments presented in Note 5 “Net Asset ValueasValue” of the Partnership’s financial
statements.

In June 2009, the FASB issued amended guidancesaes related to variable interest entities (“V)E¥he amendments will
significantly affect the overall consolidation ayeis, changing the approach taken by companiegeintifying which entities are VIEs and in
determining which party is the primary beneficiafje guidance requires continuous assessment oélogting entitys involvement with suc
VIEs. The revised guidance also enhances the dis@daequirements for a reporting entity’s invohesnwith VIESs, irrespective of whether
they qualify for deferral, as noted below. The guide is effective as of the beginning of the fiistal year that begins after November 15,
2009 and early adoption is prohibited. In Februz$0, the FASB issued further guidance which predid limited scope deferral for a
reporting entity’s interest in an entity that métodi the following conditions: (a) the entity hall the attributes of an investment company as
defined under AICPA Audit and Accounting Guidieyestment Companie®r does not have all the attributes of an investncompany but is
an entity for which it is acceptable based on itijusractice to apply measurement principles
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that are consistent with the AICPA Audit and Acctiog Guide,Investment Companiegb) the reporting entity does not have explicit 0
implicit obligations to fund any losses of the gnthat could potentially be significant to theigntand (c) the entity is not a securitization
entity, asset-backed financing entity or an erttigt was formerly considered a qualifying specialgpse entity. The reporting entity is
required to perform a consolidation analysis fdites that qualify for the deferral in accordarei¢h previously issued guidance on variable
interest entities. Blackstone’s involvement withfiinds is such that all three of the above caomstiare met with the exception of certain CLO
vehicles which fail condition (c) above and certinds in which leveraged employee interests iriaddd funds are financed by third parties
with Blackstone acting as an intermediary whichdandition (b) above. Such employee funds areenily consolidated as it is concluded that
Blackstone is the primary beneficiary based oimitglicit interest. The incremental impact of theised consolidation rules will result in the
consolidation of certain CLO vehicles managed tgcRstone. The impact of consolidation of such Vekics expected to have a material
impact on the Consolidated and Combined Statenuérimancial Condition. Based on the fair valueChfO assets and liabilities of impacted
CLO vehicles managed by Blackstone as of Janua2@10Q, the assets and liabilities of Blackstoneld/tiave increased by approximately
$3.7 billion and $3.3 billion, respectively.

In January 2010, the FASB issued guidance on inipgodisclosures about fair value measurements.glilgance requires additional
disclosure on transfers in and out of Levels | Bridir value measurements in the fair value hielngrand the reasons for such transfers. In
addition, for fair value measurements using sigaifit unobservable inputs (Level 1ll), the recomtitin of beginning and ending balances shall
be presented on a gross basis, with separate sliselof gross purchases, sales, issuances aretreasits and transfers in and transfers out of
Level lll. The new guidance also requires enhardisdosures on the fair value hierarchy to disagate disclosures by each class of asset
liabilities. In addition, an entity is required poovide further disclosures on valuation technigaied inputs used to measure fair value for fair
value measurements that fall in either Level ILevel Ill. The guidance is effective for interimaéaannual periods beginning after
December 15, 2009, except for the disclosures ghaehases, sales, issuances, and settlementsiialtfiorward of activity in Level 11l fair
value measurements, which are effective for figealrs beginning after December 15, 2010. As thdaqde is limited to enhanced disclosures,
the impact of adoption is not expected to have terizd impact on the Partnership’s financial stetais.

3. ACQUISITIONS, GOODWILL AND INTANGIBLE ASSETS
Acquisition of Non-Controlling Interests at Reorganzation

Pursuant to the Reorganization transaction destiib8lote 1, the Partnership acquired interesthénpredecessor businesses from the
predecessor owners. These interests were acqurirpdrt, through an exchange of Blackstone HoldiRggnership Units and, in part, through
the payment of cash.

This transaction has been accounted for partiallg mansfer of interests under common control padijally, as an acquisition of non-
controlling interests. The vested Blackstone HaldiRartnership Units received by the Control Griouihe Reorganization are reflected in the
consolidated and combined financial statementascontrolling interests at the historical costtd interests they contributed, as they are
considered to be the Control Group of the predecesganization. The vested Blackstone Holdingdrieaship Units received by holders not
included in the Control Group in the Reorganizatioa accounted for using the purchase method oiuating and reflected as non-controlling
interests in the consolidated and combined findistédements at the fair value of the interestdrimted as these holders are not considered tc
have been in the group controlling Blackstone piaothe Reorganization. Additionally, ownershipeirgsts were purchased with proceeds from
the IPO. The cash paid in excess of the cost lbésiee interests acquired from members of the @b@roup has been charged to equity. Cash
payments related to the acquisition of interegimfholders outside of the Control Group has beenwted for using the purchase method of
accounting.
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The total consideration paid to holders outsidthefControl Group was $2.79 billion and reflectaji§9,093,969 Blackstone Holdings
Partnership Units issued in the exchange, thevédire of which was $2.14 billion based on the @igiublic offering price of $31.00 per
common unit and (b) cash of $647.6 million. Accagly, the Partnership has reflected the acquiredilde assets at the fair value of the
consideration paid. The excess of the purchase prier the fair value of the tangible assets aeduipproximated $2.34 billion, the remaining
balance of which has been reported in Goodwill lamahgible Assets in the Consolidated and CombBatements of Financial Condition as
of December 31, 2009. The finite-lived intangib#sets of $876.3 million reflect the value ascrib@dhe future fee income relating to
contractual rights and client or investor relatitips for management, advisory and incentive feangrements as well as for those rights and
relationships associated with the future carrigdrigst income from the carry funds. The residuad@mrepresenting the purchase price in
excess of tangible and intangible assets (includthgr liabilities of $55.2 million) is $1.52 bith and has been recorded as Goodwiill.

During the quarter ended March 31, 2008, the Pesti finalized the purchase price allocation, uidibhg the determination of goodwill
attributable to the reporting segments, as providete table below, for the acquisition of non-totling interests at Reorganization.

Purchase Pric $2,789,46!
Goodwill $1,516,72
Finite-Lived Intangible Assets/Contractual Rig! 876,27(
Other Liabilities (55,159
Increase to Nc-Controlling Interests in Consolidated Entit 2,337,83.
Net Assets Acquired, at Fair Val 451,63
Purchase Price Allocatic $2,789,46!

Acquisition of GSO Capital Partners LP

In March 2008, the Partnership completed the adeprsof GSO Capital Partners LP and certain ofiffiates (“GSO”). The purchase
consideration for GSO was $635 million, compris€83565 million in cash and $280 million in Blacka®Holdings Partnership Units, plus up
to an additional targeted $310 million to be paigrothe next five years, contingent upon the raéibn of specified earnings targets over that
period. The Partnership also incurred $6.9 miltidacquisition costs. Additionally, performance atler compensatory payments subject to
performance and vesting may be paid to GSO personne

During November 2008, in settlement of the Partmigis obligation for the purchase of GSO to deliéackstone Holdings Partnership
Units valued at closing of $280 million, the Parstep delivered to certain predecessor owners d @&5.79 million Blackstone Holdings
Partnership Units with a value at settlement of8&Inillion. The difference between the value asizig and the value at settlement resulte
a $14.3 million credit to the Partnership’s capiteflecting the dilution of the Partnership’s irgst in Holdings from approximately 25% to
approximately 24.6%.
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The final purchase price allocation for the GSOuégitjon was as follows:

Purchase Pric $641,89:
Finite-Lived Intangible Assets/Contractual Rigl $472,10(
Goodwill 186,88
Other Liabilities (17,650
Net Assets Acquired, at Fair Val 562
Purchase Price Allocatic $641,89:

The Consolidated and Combined Statements of Opesator the year ended December 31, 2008 includesssults of GSO’s operations
from the date of acquisition, March 3, 2008, thioiecember 31, 2008.

Supplemental information on an unaudited pro fobasis, as if the GSO acquisition had been consuetra of January 1, 2008 and
January 1, 2007, respectively, is as follows:

Years Ended December 31

2008 2007
(Unaudited)
Total Revenue $ (324,010 $3,213,05!
Net Income (Loss $(1,168,83)) $ (468,23)
Net Loss per Common U+—Basic and Diluted Common Units Entitled to
Priority Distributions $ (4.39 $ (@A7y
Common Units Not Entitled to Priority Distributio $ 3.0¢€

The unaudited pro forma supplemental informatiolbased on estimates and assumptions, which thedpstrip believes are reasonable;
it is not necessarily indicative of the Partnershiponsolidated and Combined Financial ConditioBtatements of Operations in future per
or the results that actually would have been redlizad the Partnership and GSO been a combiney éuating the periods presented.

Goodwill and Intangible Assets

The carrying value of goodwill was $1.7 billion@sDecember 31, 2009 and December 31, 2008. Totadwill has been allocated to
each of the Partnership’s segments as followsaRizquity ($694.5 million); Real Estate ($421.Tion); Credit and Marketable Alternatives
($518.5 million); and Financial Advisory ($68.9 fith). Goodwill has been tested for impairment. ispairment has been identified.

The following table outlines changes to the caigy@éimount of Intangible Assets, as of December 8292nd 2008:

December 31

2009 2008
Finite-Lived Intangible Assets / Contractual Rig $1,348,37! $1,348,37!
Accumulated Amortizatiol (428,89) (270,849
Intangible Assets, N¢ $ 919,47 $1,077,52!
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Amortization expense associated with Blackston@argible assets was $158.0 million, $153.2 milkow $117.6 million for the years
ended December 31, 2009, 2008 and 2007, respsgtare is included in General, Administrative anthé in the accompanying Consolida
and Combined Statements of Operations.

Amortization of intangible assets held at Decen8ier2009 is expected to be approximately $158.0aniln the years ending
December 31, 2010 and 2011 and $103.2 million, B&fllion, and $50.3 million in the years endingdeenber 31, 2012, 2013 and 2014,
respectively. Blackstone’s intangible assets d3emfember 31, 2009 are expected to amortize oveiginted-average period of 10 years.

4. INVESTMENTS
Investments
Investments consists of the following:

December 31 December 31
2009 2008
Investments of Consolidated Blackstone Fu $ 1,306,44! $ 1,556,26.
Equity Method Investmen 1,104,70: 1,063,61!
High Grade Liquid Debt Strategi 534,77 —
Performance Fees and Allocatic 554,46: 147,42:
Other Investment 65,097 63,64¢

$ 3,565,48: $ 2,830,94.

Blackstone’s share of Investments of Consolidatedl&tone Funds totaled $407.1 million and $4091kam at December 31, 2009 and
December 31, 2008, respectively.

At December 31, 2009 and December 31, 2008, coratide was given as to whether any individual irtrent, including derivative
instruments, had a fair value which exceeded 5®latkstone’s net assets. At December 31, 200mvestments exceeded the 5% threshold.
At December 31, 2008, Blackport Capital Fund Liad fa fair value of $594.5 million and was the soleestment to exceed the 5% threshold.
Blackport Capital Fund Ltd. is held by a consol@hBlackstone Feeder Fund and represents its meastinto a master fund.
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Investments of Consolidated Blackstone Funds

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

Percentage ol
Investments of
Consolidated
Fair Value Blackstone Funds
December 31 December 31 December 31 December 31

Geographic Region / Instrument Type / Industry
Description or Investment Strategy 2009 2008 2009 2008

United States and Canad:
Investment Funds, principally related to credit amatketable
alternative fund:

Credit Driven $ 277,24! $ 695,62( 21.2% 44. %
Diversified Investment 300,90° 289,81° 23.1% 18.€%
Equity 80,95¢ 34,49¢ 6.2% 2.2%
Other 40¢ 64¢€ — 0.1%
Even-Driven 95,76( 55,21¢ 7.4% 3.6%
Investment Funds Total
(Cost: 200¢- $803,771; 200t $1,283,697 755,27¢ 1,075,801 58.(% 69.2%

Equity Securities, principally related to credidamarketable
alternatives and private equity fun

Manufacturing 21,49: 17,78: 1.7% 1.1%
Services 86,60( 81,54! 6.7% 5.2%
Natural Resource 64¢ 551 — —
Real Estate Asse 462 1,76¢ — 0.1%
Equity Securities Total (Cost: 20+ $112,364; 200¢
$112,739) 109,20: 101,64! 8.4% 6.4%

Partnership and LLC Interests, principally relategrivate
equity and real estate fun

Real Estate Asse 149,52: 103,45 11.5% 6.€%
Services 87,40¢ 98,59: 6.7% 6.3%
Manufacturing 25,69 23,59¢ 2.C% 1.5%
Natural Resource 357 317 — —
Credit Driven 14z 19,65¢ — 1.3%
Partnership and LLC Interests Total (Cost: 20091423545;
2008- $294,846) 263,12( 245,62( 20.2% 15.7%

Debt Instruments, principally related to credit anarketable
alternatives fund

Credit Driven 29,33( — 2.2% —
Manufacturing 3,20z 4,25] 0.2% 0.2%
Services 7,83 4,09¢ 0.6% 0.3%
Real Estate Asse 2,45¢ 48E 0.2% —
Debt Instruments Total (Cost: 20— $37,983; 200¢- $9,396) 42,82¢ 8,82¢ 3.2% 0.6%
United States and Canada Total (Cost: 200- $1,396,663;
2008 — $1,700,678) 1,170,42 1,431,89. 89.2% 91.%%
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Geographic Region / Instrument Type / Industry
Description or Investment Strategy

Europe

Equity Securities, principally related to credit:
marketable alternatives and private equity fu

Manufacturing
Real Estate Asse
Services

Equity Securities Total (Cost: 2009 — $40,353; 2608
$45,295)

Partnership and LLC Interests, principally related
private equity and real estate fur

Services
Real Estate Asse

Partnership and LLC Interests Total (Cost: 2009 —
$48,334; 200¢- $46,104)

Debt Instruments, principally related to credit
marketable alternatives fun

Manufacturing
Services

Debt Instruments Total (Cost: 20— $1,624; 200&-
$1,256)

Europe Total (Cost: 2009- $90,311; 200¢&- $92,655)

Asia

Equity Securities, principally related to credit:
marketable alternatives and private equity fu

Services
Manufacturing

Natural Resource
Real Estate Asse
Diversified Investment

Equity Securities Total (Cost: 20+ $20,794; 200¢&-
$22,155)

Partnership and LLC Interests, principally relate
private equity and real estate fur

Manufacturing
Real Estate Asse
Services

Partnership and LLC Interests Total (Cost: 2009 —
$1,833; 200¢- $1,811)

Debt Instruments, principally related to credit and
marketable alternatives funds (Cost: 2009 — $114
2008- $256)

Asia Total (Cost: 2009- $22,741; 200¢- $24,222)

Fair Value
December 31 December 31
2009 2008

$ 2,681 $ 9,10¢

36E —
31,711 29,63¢
34,75 38,74(
29,27( 31,57
10,74 13,67
40,011 45,24¢
544 187

1,25¢ —
1,80¢ 187
76,57 84,17:
8,031 11,20!
10,50! 8,65
— 442
— 36¢&

6,262 —
24,79¢ 20,66¢
1,18: 1,18¢
457 707
82 45
1,722 1,93¢
111 151
26,62 22,752
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Percentage of
Investments of

Consolidated

Blackstone Funds

December 31

2009

0.2%

2.4%

2.6%

2.2%
0.8%

3.C%

0.1%

0.1%
5.7%

0.6%
0.8%

0.5%

1.9%

0.1%

0.1%

2.C%

December 31

2008

0.6%

1.9%

2.5%

2.C%
0.8%

2.5%

5.4%

0.8%
0.6%

1.4%

0.1%

0.1%

1.5%
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Geographic Region / Instrument Type / Industry
Description or Investment Strategy

Other
Equity Securities, principally related to privaguéy funds
Natural Resource
Services
Equity Securities Total (Cost: 20+ $2,777; 200¢&- $2,606)
Partnership and LLC Interests, principally relategrivate equit'
and real estate funi
Natural Resource
Services
Partnership and LLC Interests Total (Cost: 2— $9,249; 200¢—
$5,063)
Other Total
(Cost: 2009 — $12,026; 2008 — $7,669)
Total Investments of Consolidated Blackstone Fund&ost:
2009 — $1,521,741; 2008 — $1,825,224)

Fair Value

Percentage of
Investments of
Consolidated

December 31

2009

$ 1,58
4,56(
6,14

26,58¢

92
26,67¢
32,82

$1,306,44!

Blackstone Funds
December 31 December 31 December 31
2008 2009 2008

$ 1,022 0.1% 0.1%
2,73 0.3% 0.3%
3,75¢ 0.4% 0.4%
13,59¢ 2.C% 0.S%
84 — 0.1%
13,68: 2.C% 1.C%
17,44: 2.5% 1.2%
$1,556,26. 100.(% 100.(%

Net Gains (Losses) from Fund Investment Activibesthe Consolidated and Combined Statements ofafipes include net realized
gains (losses) from realizations and sales of imvests and the net change in unrealized gainseddsesulting from changes in the fair value
of the consolidated Blackstone Funds’ investmertig. following table presents the realized and hange in unrealized gains (losses) on

investments held by the consolidated Blackstonedfun

Realized Gains (Losse
Net Change in Unrealized Gains (Loss

146

Year Ended December 31,

2009 2008 2007
$(200,29)  $ (281,409  $3,509,3L
342,87 (740,019 2,796,23!
$ 142,57 $(1,021,42)  $6,30555
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The following reconciles the Realized and Net CleaimgUnrealized Gains (Losses) from Blackstone Buyrésented above to Other
Income (Loss) — Net Gains (Losses) from Fund Imaestt Activities in the Consolidated and Combinegt&nents of Operations:

Year Ended December 31,

2009 2008 2007

Realized and Net Change in Unrealized Gains (L9$s@® Blackstone

Funds $142,57¢ $(1,021,42) $ 6,305,55.
Reclassification to Investment Income (Loss) anldeDittributable to

Blackstone Sic-by-Side Investment Vehicle (1,32%) 52,97t (52,147
Reclassification to Performance Fees and Allocatamd Investmer

Income (Loss) and Other Attributable to Blackst&eds Prior to

Deconsolidatior — — (1,184,45)
Interest and Dividend Income and Other Attributabl€onsolidated

Blackstone Fund 35,44 96,11¢ 354,17¢
Other Income= Net Gains (Losses) from Fund Investment Activi $176,69: $ (872,330 $5,423,13

Equity Method Investments

The Partnership recognized net gains (losseskerktatits equity method investments of $4.0 milli§(651.8) million, and $163.5 millic
for the years ending December 31, 2009, 2008, 86d@,2espectively.

Blackstone’s equity method investments includéntgstments in private equity funds, real estatelfy funds of hedge funds and credit-
oriented funds, which are not consolidated but lmiciv the Partnership exerts significant influense of December 31, 2009 and 2008, no
single equity method investment held by Blackstexeseded 20% of its total consolidated assetsuéls, Blackstone is not required to pres
separate financial statements for any of its equié¢hod investees.
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The summarized financial information of the fundsvhich the Partnership has an equity method invest is as follows:

December 31, 2009 and the Year Then Ende

Credit and
Private Real Marketable
Equity Estate Alternatives Total
Statement of Financial Conditic
Assets
Investment: $18,237,93 $ 7,862,87, $15,857,94 $41,958,75
Other Asset: 169,20( 528,33° 3,124,03: 3,821,57!
Total Assets $18,407,13 $ 8,391,20! $18,981,98 $45,780,33
Liabilities and Partne’ Capital
Debt $ 455,86 $ 224,38 $ 1,312,89. $ 1,993,144
Other Liabilities 56,95 115,05¢ 2,053,13. 2,225,15!
Total Liabilities 512,81¢ 339,44 3,366,02 4,218,29.
Partner’ Capital 17,894,31 8,051,76 15,615,95 41,562,03
Total Liabilities and Partne’ Capital $18,407,13 $ 8,391,20! $18,981,98 $45,780,33
Statement of Incom
Interest Incom: $ 19,48( $ 12,70¢ $ 580,18 $ 612,37.
Other Income 26,82¢ 133,59¢ 68,47: 228,89¢
Interest Expens (5,590 (5,39)) (59,53)) (70,519
Other Expense (38,419 (36,799 (158,63 (233,84%)
Net Realized and Unrealized Gain (Loss) fr
Investments 1,775,40: (3,813,10) 3,118,911 1,081,211
Net Income (Loss $ 1,777,70; $(3,708,98) $ 3,549,40. $ 1,618,12

High Grade Liquid Debt Strategies

High Grade Liquid Debt Strategies represents thtnBiship’s liquid investments in government antkotinvestment grade securities,
managed by third party institutions. The Partngr$fsis managed its credit risk through diversifaanf its investments among major financial
institutions, all of which have investment gradgéngs.

During the year ended December 31, 2009, the Rahiperecognized realized gains of $10.1 milliod &me net change in unrealized
gains was $1.8 million.
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Performance Fees and Allocations

Performance Fees and Allocations to the generahgiain respect of performance of certain Carrydsyfunds of hedge funds and credit-
oriented funds are as follows:

December 31
2009 2008
Performance Fees and Allocatic
Private Equity $425,61! $ 92,10¢
Real Estatt 7,90( 55,47¢
Credit and Marketable Alternativi 120,94 (166)
$554,46: $147,42:

Other Investments

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

Year Ended December 31,

2009 2008 2007
Realized Gain $2,032 $ (1,439 $10,05(
Net Change in Unrealized Gains (Loss 6,164 (9,159 2,80z

$8,19¢  $(10,59)) $12,85!

5. NET ASSET VALUE AS FAIR VALUE

Certain of the consolidated Blackstone funds ofgeefiinds and creddriented funds measure their investments in ungeyltfjunds at fal
value using NAV per share without adjustment. Térenss of the investees’ partnership agreements fiadny memoranda generally provide
for minimum holding periods or lock-ups, the ingtibn of gates on redemptions or the suspensisadd#mptions, at the discretion of the
investee’s fund manager, and as a result, invesgnmeay not be redeemable at, or within three mooththe reporting date. A summary of fair
value by strategy type alongside the consolidated$ of hedge funds’ remaining unfunded commitmantsability to redeem such
investments as of December 31, 2009 is presented/be

Redemptior

Frequency Redemptior

(if currently

Unfunded Notice

Strategy Fair Value Commitments eligible) Period
Credit Driven $274,15! $ 30,33¢ @) ©)
Diversified Instrument 300,90¢ 13,04( (b) (b)
Equity 80,95¢ — (c) (c)
Other 95,75¢ — (d) (d)

$751,77¢ $ 43,37¢

(&) The Credit Driven category includes investmémtsedge funds that invest primarily in domestid é&nternational bonds. Investments
representing 34% of the value of the investmenthigicategory may not be redeemed at, or withieethmonths of, the reporting date. Of
this balance, 9% of investments

149



Table of Contents

(b)

(©)

(d)

THE BLACKSTONE GROUP L.P.

Notes to Consolidated and Combined Financial Stateemts
(All Dollars Are in Thousands, Except Unit and PerUnit Data, Except Where Noted)

redeemable after July 1, 2010, on an annual badigect to a €-day notice period. 36% of the value of the investtaén the credi

driven category are subject to redemption restmctiat the discretion of the investee fund manadper may choose to (but may not have
exercised such ability) side-pocket such investsehs of the reporting date, the investee fund ganhad not elected to side-pocket
Blackstone’s investments. 29% of investments withia category represent an investment in a furttedye funds that is in the process
of liquidating. Distributions from this fund willdreceived as underlying investments are liquidakée remaining 1% of investments
within this category are redeemable as of the tegpdate.

Diversified Instruments includes investmentfi@uge funds that invest across multiple strate¢i@gstments representing 98% of the
value of the investments in this category are suhgeredemption restrictions at the discretiothaf investee fund manager who may
choose to (but may not have exercised such abdilg-pocket such investments. As of the repordiatg, the investee fund manager had
elected to side-pocket 12% of Blackstone’s investiseT he time at which this redemption restrictioay lapse cannot be estimated. The
remaining 2% of investments within this categomresent investments in hedge funds that are iprbeess of liquidating. Distributions
from these funds will be received as underlyingestments are liquidate

The Equity category includes investments indeefiinds that invest primarily in domestic and iing&ional equity securities. Investments
representing 46% of the total value of investmamthis category may not be redeemed at, or wittiee months of, the reporting date.
The remaining 54% are subject to redemption regins at the discretion of the investee fund manad® may choose to (but may not
have elected such ability) side-pocket such invests As of the reporting date, the investee fuadager had not elected to side-pocket
Blackstonr's investments

Included within the Other category are invesiteen hedge funds whose primary investing stratedy identify certain event-driven
investments. Withdrawals are not permitted in taitegory. Distributions will be received as the enying investments are liquidate

DERIVATIVE FINANCIAL INSTRUMENTS
Blackstone enters into derivative instruments theotto hedge its interest rate risk exposure agtirseffects of interest rate changes.

Additionally, Blackstone and the Blackstone Fundieeinto derivative instruments in the normal sauof business to achieve certain other
risk management objectives and for general investierposes. As a result of the use of derivatorgracts, Blackstone and the consolidated
Blackstone Funds are exposed to the risk that eopatties will fail to fulfill their contractual digations. To mitigate such counterparty risk,
Blackstone and the consolidated Blackstone Funtis @rto contracts with certain major financialtingions, all of which have investment
grade ratings. Counterparty credit risk is evaldatedetermining the fair value of derivative instrents.

Fair Value Hedges

The Partnership uses interest rate swaps to héldgeaaportion of the interest rate risk assoaatgth its fixed rate borrowings. The

Partnership has designated these financial institsvees fair value hedges. Changes in fair valubeflerivative and, to the extent that it is
highly effective, changes in the fair value of tieglged liability, are recorded within General, Adisirative and Other in the Consolidated and
Combined Statements of Operations. The fair vafubeoderivative instrument is reflected within @thAssets in the Consolidated and
Combined Statements of Financial Condition.
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Free Standing Derivatives

Free standing derivatives are instruments thatkBlane and certain of the consolidated BlackstamalB have entered into as part of
their overall risk management and investment gjiate These derivative contracts are not desigregdeedging instruments for accounting
purposes. Such contracts may include foreign exgdaontracts, equity swaps, options and other deviy contracts. Changes in the fair value
of derivative instruments held by Blackstone funds reflected in Net Gains (Losses) from Fundsdtment Activities or, where derivative
instruments are held by the Partnership, withirektinent Income, in the Consolidated and Combinaté®ents of Operations. The fair value
of free standing derivative assets are recordedimvitvestments and free standing derivative liibd are recorded within Accounts Payable,
Accrued Expenses and Other Liabilities in the Cidated and Combined Statements of Financial Candit

The table below summarizes the aggregate notionabiat and fair value of the derivative instrumeagf December 31, 2009:

As of December 31, 200
Assets Liabilities
Notional Fair Value Notional Fair Value

Fair Value Hedges
Interest Rate Swaj $ — $ — $450,00( $ 19
Free Standing Derivatives

Free Standing Derivative 2,03¢ 653 65€ 4
Total $2,03¢ $ 65: $450,65¢ $ 23

The Partnership had no material derivative corgrastof December 31, 2008.

Where hedge accounting is applied, hedge effeas®iesting is performed at least monthly to momitmoing effectiveness of the
hedge relationships. During the year ended DeceBihe2009, the amount of ineffectiveness relatetthéanterest rate swap hedges was a loss
of $1.7 million. During the year ended DecemberZ1Q9, the portion of hedging instruments’ gaihoss excluded from the assessment of
effectiveness for its fair value hedges was a ¢6$8.7 million. The Partnership had no derivatidesignated as fair value hedges in 2008 and
2007.

During the year ended December 31, 2009, the Rahiperecognized an immaterial amount of realized anrealized gains (losses)
related to free standing derivative instruments.ofints recognized in the years ended December 8B, &3d 2007 were not material.

7. FAIR VALUE OPTION
The following table summarizes the financial instents for which the fair value option has beenteldc

Year Ended
December 31
2009
As of Net Change
December 31 in Unrealized
2009 Gains
Loans and Receivabli $ 68,55( $ 101
Debt Securitie! 26,46¢ 364
Equity Securities 1,90¢ —
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The Partnership did not dispose of any investmiemte/hich the fair value option was elected durihg year ending December 31, 2009.
The Partnership did not hold material financiatiasients on which the fair value option was electedng 2008 and 2007.

As of December 31, 2009, the fair value of Loans Beceivables and Debt Securities for which thevaiue option was elected
exceeded the principal amount due by $0.5 milldaloans and receivables on which the fair valugoopwvas elected are past due or in non-
accrual status.

8. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS

The following table summarizes the valuation of Hatnership’s financial assets and liabilitieshwy fair value hierarchy as of
December 31, 2009 and 2008, respectively:

December 31, 2009

Level | Level Il Level Il Total
Assets
Investments of Consolidated Blackstone Fu $ 80,61( $ 33,35¢ $1,192,46. $1,306,42
High Grade Liquid Debt Strategi 398,48 136,29( — 534,77
Loans and Receivabli — — 68,55( 68,55(
Free Standing Derivative Instruments, | 2 27¢ 36¢€ 64¢
Other Investments (& 8,711 10,17¢ 46,21( 65,09°

$487,81( $180,10( $1,307,59. $1,975,50
Liabilities
Derivative Instruments Used for Fair Value Hed $ — 3 19 $ — 3 19
Securities Sold, Not Yet Purchas 357 — — 357
$ 357 $ 19 $ — 3 37¢€
December 31, 200!
Level | Level Il Level I Total

Assets
Investments of Consolidated Blackstone Fu $58,40¢ $ 994  $1,496,86. $1,556,26
Other Investment 22,49¢ — 41,14¢ 63,64"

$80,908 $ 994 $1,538,000 $1,619,90!
Liabilities
Securities Sold, Not Yet Purchas $ 894 3 — $ — $ 894

$ 894 $ — $ — $ 894

(@) Included within Level Il of Other Investments anwestments in debt and equity securities of $26ilBon and $1.9 million,
respectively, for which the fair value option hashb electec
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The following table summarizes the valuation metilogy used in the determination of the fair valfiéirmancial instruments for which
Level Ill inputs were used as of December 31, 2009.

Credit and
Private Marketable Financial
Valuation Methodology Equity Real Estate Alternatives Advisory Total
Third-Party Fund Manage! — — 57% — 57%
Specific Valuation Metric: 20% 15% 5% 3% _43%
20% 15% 62% 3% 10C%

The following table summarizes the changes in farrinstruments measured at fair value for whiod Partnership has used Level 1lI
inputs to determine fair value and does not inclgaias or losses that were reported in Level Ipiior years or for instruments that were
transferred out of Level Il prior to the end o&tburrent reporting period.

Year Ended December 31

2009 2008
Balance, Beginning of Peric $1,538,00 $2,362,54.
Transfer In (Out) of Level lll, Ne 81,64( (323,42)
Purchases (Sales), N (429,76() 108,83t
Realized Gains (Losses), N (194,49 2,63(
Changes in Unrealized Gains (Losses) Included miggs Related to Investments Still Helc

the Reporting Dat 312,19¢ (612,58))
Balance, End of Peric $1,307,59. $1,538,00

Total realized and unrealized gains and lossegdeddor Level Ill investments are reported in Ketins (Losses) from Fund Investment
Activities in the Consolidated and Combined Statetmef Operations.

For the year ended December 31, 2009, the traimstér_evel Ill investments, net, was principallyalto an asset transfer from a non-
consolidated Blackstone Fund to a consolidatediBlane Fund. For the year ended December 31, 2008;ansfer out of Level llI
investments, net, was principally due to the declidation of three Blackstone Funds.

9. VARIABLE INTEREST ENTITIES

The Partnership consolidates certain VIEs in wiitich determined that the Partnership is the printsmeficiary either directly or
indirectly, through a consolidated entity or aftk. VIEs include certain private equity, real tstaredit oriented or funds of hedge fund
entities. The purpose of such VIEs is to providatsgy specific investment opportunities for ineestin exchange for management and
performance based fees. The investment stratefjtbe @lackstone Funds differ by product; howevle, fundamental risks of the Blackstone
Funds have similar characteristics, including losgvested capital and loss of management feeparfdrmance based fees. Accordingly,
disaggregation of Blackstone’s involvement with ¥Ngould not provide more useful information. In &tatone’s role as general partner or
investment advisor, it generally considers itdedf sponsor of the applicable Blackstone Fund. EraBrship does not provide performance
guarantees and has no other financial obligatiggré@ide funding to consolidated VIEs other thanatvn capital commitments.

The gross assets and liabilities of consolidates\feflected in the Consolidated and Combined Siatés of Financial Condition as of
December 31, 2009 were $741.0 million and $38.0anil respectively. As of
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December 31, 2008, gross assets and liabilitie®o$olidated VIEs were $861.3 million and $28.7lioml, respectively. There is no recours:
the Partnership for the consolidated VIES’ liai@kt The assets of consolidated VIEs comprise pilynavestments and are included within
Investments in the Consolidated and Combined Sttésof Financial Condition.

The Partnership holds significant variable intese@stacts as the sponsor for certain VIEs whichateconsolidated as it is determined
that the Partnership is not the primary beneficidtye Partnership’s involvement with such entitgem the form of direct equity interests and
fee arrangements. As of December 31, 2009, assétsadilities recognized in the Partnership’s Gaditgated and Combined Statements of
Financial Condition related to the Partnershipteiiest in these non-consolidated VIEs were $133lfbmand $0.1 million, respectively.
Assets consisted of $21.7 million of investmentd &h12.2 million of receivables. As of December 2108, assets and liabilities recognize
the Partnership’s financial statements were $140lbn and $0.2 million, respectively. Assets rgoed as of December 31, 2008 were
comprised of investments of $81.1 million and reables of $58.9 million. The Partnership’s maximexposure to loss relating to non-
consolidated VIEs as of December 31, 2009 and 2238$98.9 million and $140.0 million, respectively.

10. OTHER ASSETSAND ACCOUNTS PAYABLE, ACCRUED EXPENSES AND OTHER LIABILITIES
Other Assets consists of the following:

December 31,

2009 2008
Furniture, Equipment and Leasehold Improvem $210,18¢ $194,57¢
Less: Accumulated Depreciatir (92,779 (75,610
Furniture, Equipment and Leasehold Improvements, 117,41! 118,96¢
Prepaid Expense 31,23 36,53
Other Asset: 23,90¢ 64,47¢

$172,55¢ $219,97°

Depreciation expense of $17.2 million, $18.2 milliand $11.2 million related to furniture, equipmant leasehold improvements for-
years ended December 31, 2009, 2008 and 2007 ctesgg, is included in General, Administrative aBther in the accompanyir
Consolidated and Combined Statements of Operatidres2009 depreciation expense is net of $6.6anillif accumulated depreciation
reversed during the year due to the disposal @&tass

Accounts Payable, Accrued Expenses and Other [tiabiincludes $144.0 million and $1,103.4 millias of December 31, 2009 and
2008, respectively, relating to redemptions thateNegally payable to investors as of the balaheesdates.
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11. BORROWINGS
The Partnership enters into credit agreementddaeneral operating and investment purposes atairc8lackstone Funds borrow to
meet financing needs of their operating and inmgsdictivities. Borrowing facilities have been editdted for the benefit of selected funds

within those business units. When a Blackstone Farcbws from the facility in which it participatethe proceeds from the borrowing are
strictly limited for its intended use by the bortiag fund and not available for other Partnershigppsees. The Partnership’s credit facilities

consist of the following:

December 31

2009 2008
Weighted Weighted
Average Average
Credit Borrowing Interest Credit Borrowing Interest
Available Qutstanding Rate Available Outstanding Rate
Revolving Credit Facility (a $ 850,000 $ — — $1,000,000  $ 250,00( 1.97%
Blackstone Issued 6.625% Notes Due 8/15/201! 600,00( 600,00( 6.65% — — —
Operating Entities Facilities (i 63,36¢ 63,36¢ 1.5(% 116,75( 109,61¢ 2.0&%
Corporate Debt Credit Facilites ( — — — 90,00( 25,00( 3.25%
1,513,36! 663,36¢ 6.13% 1,206,75! 384,61 2.08%
Blackstone Fund Facilities ( 38,80¢ 5,63( 2.3% 77,56¢ 2,38 3.28%
$1,552,17¢ $668,99¢ 6.1(% $1,284,311  $387,00( 2.09%

(&) Represents short-term borrowings under a reavpleredit facility that were used to fund the agtgrg and investing activities of entities
of the Partnership. Borrowings bear interest aadjnsted LIBOR rate or adjusted prime rate. Anystartding borrowings at May 11,
2010, the maturity date of the facility, are payaa that time. The facility is unsecured and ungnized. There is a commitment fee of
0.5% per annum, as defined, on the unused porfitnofacility. As of December 31, 2009, the Parship had no outstanding
borrowings under this revolving credit facilit

(b) Represents long term borrowings in the formseafior notes (the “Notes”) issued by Blackstoneditgs Finance Co. L.L.C. (the
“Issuer”), an indirect subsidiary of the Partnepstin August 20, 2009. Such notes have a contdattatarity of August 15, 2019. The
Notes, which were issued at a discount, have @nest rate of 6.625% per annum, accruing from Aug0s2009. Interest is pa
semiannually in arrears on February 15 and Augbistf Bach year, commencing on February 15, 2018.Ndtes are unsecured and
unsubordinated obligations of the Issuer. The Natedully and unconditionally guaranteed, joirdiyd severally, by the Partnership,
Blackstone Holdings, and the Issuer (the “Guaraijolhe guarantees are unsecured and unsubordiobligations of the Guarantors.
Interest expense on the Notes was $14.6 millionferyear ended December 31, 2009. Transactios oelsted to the issuance of the
Notes have been capitalized and are being amontivedthe life of the Notes. As of December 31,2@8e fair value of the Notes w
$588.6 million.

The indenture includes covenants, includingtitions on the Issuer’s and the Guarantor’s tititi, subject to exceptions, incur
indebtedness secured by liens on voting stockdfitgrarticipating equity interests of their suliaiies or merge, consolidate or sell,
transfer or lease assets. The indenture also pevar events of default. In the case of speciéieents of bankruptcy, insolvency,
receivership or reorganization, the principal armafrihe Notes and any accrued and unpaid intereste Notes automatically becomes
due and payable. All or a portion of the Notes hayedeemed at the Issuer’s option in whole omin, @t any time, and from time to
time, prior to their stated maturity, at the m-
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whole redemption price set forth in the Notes. ¢thange of control repurchase event occurs, theeh®bf the Notes may require 1
Issuer to repurchase the Notes at a repurchaseipréash equal to 101% of the aggregate prineipedunt of the Notes repurchased plus
any accrued and unpaid interest on the Notes rbpsed to, but not including, the repurchase «

(c) Represents borrowings under a loan and secgityement as well as a capital asset purchadyfathe loan and security agreement
facility bears interest at an adjusted rate belwsviénding bank’s prime commercial rate. Borrowiags available for the Partnership to
provide partial financing to certain Blackstone doypes to finance the purchase of their equity stments in certain Blackstone Funds.
The advances to Blackstone employees are securedédstor notes, generally paid back over a fivarygeriod, and the related
underlying investment, as well as full recours¢ghmemployeedhonuses and returns from other Partnership invegsn&he capital ass
purchase facility is secured by the purchased asgkborrowings bear interest at a spread to LIBOR. borrowings are paid down
through the termination date of the facility in 20

(d) Represents sh«-term borrowings under credit facilities establish@dinance investments in debt securities. Borrmsiwere made at ti
time of each investment and are required to beidegiahe earlier of (a) the investment’s dispasitor (b) 120 days after the date of the
borrowing. Borrowings under the facilities bearirgst at an adjusted LIBOR rate. Borrowings arergecby the investments acquired
with the proceeds of such borrowings. In additeugh credit facilities are supported by lettersrefdit. One of the facilities, with
available credit of $50.0 million, carries a conmmeint fee of 0.15% per annum on the unused porfidimecfacility. As of December 31,
2009, these facilities have been termina

(e) Represents borrowing facilities for the varioussaidated Blackstone Funds used to meet liquidity iavesting needs. Certe
borrowings under these facilities were used foddpeifinancing and general liquidity purposes. Otimrowings were used to finance the
purchase of investments with the borrowing remanimplace until the disposition or refinancing etveSuch borrowings have varying
maturities and are rolled over until the disposita a refinancing event. Due to the fact thattiiming of such events is unknown and
may occur in the near term, these borrowings ansidered short-term in nature. Borrowings bearé@gteat spreads to market rates.
Borrowings were secured according to the termsiohdacility and are generally secured by the itmest purchased with the proceeds
of the borrowing and/or the uncalled capital conmmeibt of each respective fund. Certain facilitiegeh@ommitment fees. When a fund
borrows, the proceeds are available only for usthat/fund and are not available for the benefbtbier funds. Collateral within each
fund is also available only against the borrowibhgghat fund and not against the borrowings of ofheds.

As part of Blackstone’s long term borrowing arramgats, the Partnership is subject to certain firrd@nd operating covenants. The
Partnership was in compliance with all of its laamvenants as of December 31, 2009.

Scheduled principal payments for long-term borrasgiat December 31, 2009 are as follows:

2010 $ 23,82(
2011 22,27¢
2012 9,98t
2013 2,24¢
2014 5,04(
Thereaftel 600,00(
Total $663,36¢
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12. INCOME TAXES
The provision (benefit) for income taxes considtthe following:

Year Ended December 31,

2009 2008 2007
Current
Federal Income Ta $ 8,027 $ 3,93¢ $ 11,93¢
Foreign Income Ta 4,517 8,30¢ 5,63(
State and Local Income Ti 41,21¢ 25,11« 47,34¢
53,76: 37,35¢ 64,91«
Deferred
Federal Income Ta 30,58! (34,090 (10,28
Foreign Income Ta (597) — —
State and Local Income Ti 15,48: (17,409 (6,939
45,467 (51,499 (17,22)
Total Provision (Benefit) for Taxe $99,23( $(14,145) $ 47,69:

The Partnership’s effective income tax rate was@pmately (4.33%), 0.25%, and 0.84% for the yearded December 31, 2009, 2008
and 2007, respectively.

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

December 31

2009 2008
Deferred Tax Assets
Fund Management Fe $ 12,80« $ 5,86(
Equity-based Compensatic 36,08’ 33,22«
Unrealized Loss from Investmer 38,931 22,46¢
Depreciation and Amortizatic 841,08t 731,06
Net Operating Loss Carry Forwa 7,72¢ 49,29:
Other 6,86¢ 3,674
Total Deferred Tax Assets $943,51. $845,57¢
Deferred Tax Liabilities
Depreciation and Amortizatic $ 18,25 $ 16,70¢
Total Deferred Tax Liabilities $ 18,25: $ 16,70¢

Deferred tax liabilities are included within AccdarPayable, Accrued Expenses and Other Liabilitigse accompanying Consolidated
and Combined Statements of Financial Position.

Future realization of tax benefits depends on #eeetation of taxable income within a period oféitihat the tax benefits will reverse.
While the Partnership expects to record significattlosses from a financial
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reporting perspective, it does not expect to recordparable losses on a tax basis. Whereas thdization of non-cash equity compensation
results in a significant charge to net income ana significant contributor to the expected finahogporting losses, these charges are largely
not tax deductible and, as a result, do not deertzasble income or contribute to a taxable loss.

The Partnership has recorded a significant defeeedsset for the future amortization of tax bastisngibles acquired from the
predecessor owners and current owners. The amtgtizaeriod for these tax basis intangibles is &&rg; accordingly, the related deferred tax
assets will reverse over the same period. The &atiip had taxable income in 2007 and 2009 andfthiiysutilized the tax benefit from the
amortization of the tax basis intangibles for &hys since the IPO. The Partnership had a taxeddeof $21.3 million at the end of 2009 that
will be carried back and utilized against prior y&xable income. The Partnership has consided3tyear amortization period for the tax
basis intangibles and the 20 year carryforwardogkfior its taxable loss in evaluating whether idd establish a valuation allowance. In
addition, at this time, the Partnership’s projettiof future taxable income that include the efexdtoriginating and reversing temporary
differences, including those for the tax basisngthles, indicate that it is more likely than nloat the benefits from the deferred tax asset will
be realized. Therefore, the Partnership has detechthat no valuation allowance is needed at Deee®ib, 2009.

The following table reconciles the Provision (Bet)dbr Taxes to the U.S. federal statutory taverat

Year Ended December 31

2009 2008 2007
Statutory U.S. Federal Income Tax R 35.0% 35.0% 35.0(%
Income Passed Through to Common Unitholders anc-Controlling Interest Holders (i (33.0(%) (32.68%) (35.92%)
Interest Expens 1.8%% 0.75% (0.0<%)
Foreign Income Taxe (0.15%) (0.15%) 0.1(%
State and Local Income Tax (1.97%) (0.1%) 0.6%
Equity-based Compensatic (6.45%) (2.48%) 1.06%
Other 0.4(% — —
Effective Income Tax Rate (| (4.32%) 0.25% 0.84%

(@) Includes income that is not taxable to the Partriprand its subsidiaries. Such income is directkable to the Partnersl’s unitholders
and the no-controlling interest holder:
(b) The effective tax rate is calculated on Income f)defore Provision (Benefit) for Taxe

Currently, the Partnership does not believe it smé® indefinite reversal criteria that would catise=Partnership to not recognize a deferred
tax liability with respect to its foreign subsides. Where applicable, Blackstone will record sedefd tax liability for any outside basis
difference of an investment in a foreign subsidiary

Blackstone files its tax returns as prescribedheytax laws of the jurisdictions in which it ope&stin the normal course of business,
Blackstone is subject to examination by federal @grthin state, local and foreign tax regulators.oADecember 31, 2009, Blackstone’s and
the predecessor entities’ U.S. federal incomeetxrns for the years 2006 through 2008 are opepnthé normal three-year statute of
limitations and therefore subject to examinatiort&and local tax returns are generally subjeauttit from 2005 through 2008. Currently, the
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City of New York is examining certain subsidiari¢égX returns for the years 2003 through 2006. itamh, HM Revenue and Customs in the
U.K. is examining certain U.K. subsidiaries’ taxumns for the years 2004 through 2007. Blackstaresdot believe that the outcome of these
examinations will require it to record reservesudacertain tax positions or that the outcome walér a material impact on the consolidated
combined financial statements. Blackstone doedelatve that it has any tax positions for whicts iteasonably possible that it will be requi
to record significant amounts of unrecognized tamdfits within the next twelve months.

13. NET LOSS PER COMMON UNIT

Basic and diluted net loss per common unit entittegriority distributions and per common unit eattitled to priority distributions for
the years ending December 31, 2009 and 2008 islatéd as follows:

Basic and Diluted
Year Ended December 31,

2009 2008
Total Undistributed Los
Net Loss Allocable to Common Unitholde $ (715,29) $ (1,163,03)
Less: Distributions to Common Unitholde (356,959 (240,409
Total Undistributed Los $ (1,072,24) $ (1,403,43)
Allocation of Total Undistributed Los
Undistributed Los— Common Unitholders Entitled to Priority Distributie $ (1,058,05) $ (1,394,27)
Undistributed Los— Common Unitholders Not Entitled to Priority Distuitions (14,19) (9,169
Total Undistributed Los $ (1,072,24) $ (1,403,43)
Net Loss Per Common Ur—- Common Units Entitled to Priority Distributio!
Undistributed Loss per Common U $ (3.77) $ (5.22)
Priority Distributions (a 1.2¢ 0.9C
Net Loss Per Common Ur— Common Units Entitled to Priority Distributiot $ 2.4€) $ (4.39)
Net Loss Per Common Ur—- Common Units Not Entitled to Priority Distributiol
Undistributed Loss per Common U $ (3.7) $ (3.06)
Priority Distributions — —
Net Loss Per Common Ur— Common Units Not Entitled to Priority Distributiol $ (3.70) $ (3.06)
Weighte-Average Common Units Outstandi- Common Units Entitled to Priority Distributiol 285,163,95 266,876,03
Common Units Not Entitled to Priority Distributiol 3,826,23. 1,501,37
Total Weighte-Average Common Units Outstandi 288,990,18 268,377,40

(&) Undistributed Loss per Common Unit — Prioritisfibutions is based on common units outstandtrtgeend of the reporting period and
will differ from actual distributions paid to commanitholders which are based on common units audhg at the time priority
distributions are mad:
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For the years ended December 31, 2009 and 200&laf 22,453,412 and 29,117,068 unvested defeastticted common units and
812,377,553 and 831,549,761 Blackstone HoldingsPeship Units were anti-dilutive and as such Hagen excluded from the calculation of
diluted earnings per unit, respectively.

Basic and diluted net loss per common unit fortthelve months ended December 31, 2007 are calcudetéollows:

Basic and Diluted
June 19, 2007 throug

December 31, 2007

Net Loss Allocable to Common Unitholde $ (335,519
Weighte-Average Common Units Outstandi 262,810,72
Net Loss per Common Ur $ (1.2¢)

For the year ended December 31, 2007, a total @431103 unvested deferred restricted common anits827,151,349 Blackstone
Holdings Partnership Units were anti-dilutive arsdsach have been excluded from the calculationlated earnings per unit.

Cash Distribution Policy

Blackstone’s current intention is to distributetsdcommon unitholders substantially all of The ddstone Group L.P.’s net aftéax shar
of annual Distributable Earnings in excess of an®determined by Blackstone’s general partner todmessary or appropriate to provide for
the conduct of the Partnership’s business, to napkeopriate investments in the business and fuodsymply with applicable law, any of
Blackstone’s debt instruments or other agreements, provide for future distributions to Blacks&ds common unitholders for any ensuing
quarter. Because Blackstone will not know whatBigributable Earnings will be for any fiscal yaattil the end of such year, the Partnership
expects that the first three quarterly distribusiom respect of any given year will be based oratitecipated annualized Net Fee Related
Earnings only. As such, the distribution for thestfithree quarters will likely be smaller than fimal quarterly distribution in respect of such
year, which Blackstone expects to also includezed|Performance Fees and Allocations net of rélatenpensation and realized
investment income.

In most years the aggregate amounts of distribstiorunitholders will not equal Distributable Eargé for that year. Distributable
Earnings will only be a starting point for the detéation of the amount to be distributed to unitteos because as noted above, in determining
the amount to be distributed Blackstone will sutttfeom Distributable Earnings any amounts deteedihy its general partner to be necessary
or appropriate to provide for the conduct of itsiness, to make appropriate investments in itsnegsiand its funds, to comply with applicable
law, any of its debt instruments or other agreesjantto provide for future distributions to itsitholders for any ensuing quarter.

All of the foregoing is subject to the qualificatithat the declaration and payment of any distidimstare at the sole discretion of the
general partner and the general partner may chitwegdistribution policy at any time.
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Because The Blackstone Group L.P. is a holdingpeship and has no material assets other thawitership of partnership units in
Blackstone Holdings held through wholly-owned sdlzsies, distributions are funded by The Blackst@meup L.P., if any, in three steps:

» First, Blackstone Holdings makes distributions aotpers, including The Blackstone Group L.P.’s virolwned subsidiaries. If
Blackstone Holdings makes such distributions, timééd partners of Blackstone Holdings will be éetl to receive equivalent
distributions pro rata based on their partnershiprests in Blackstone Holdings (except as seh forthe following paragraph

» Second, The Blackstone Group I's wholly-owned subsidiaries distributes to The Blackstoneu@iL.P. the share of su
distributions, net of the taxes and amounts payadier the tax receivable agreement by such w-owned subsidiaries; ar

e Third, The Blackstone Group L.P. distributes theshare of such distributions to the common unibod on a pro rata bas

Because the wholly-owned subsidiaries of The Blawtes Group L.P. must pay taxes and make paymensr the tax receivable
agreements described in the Notes to ConsolidatddCambined Financial Statements, Footnote 15 atBelParty Transactions, the amounts
ultimately distributed by The Blackstone Group Lté’common unitholders in respect of fiscal 20168 smbsequent years are expected to be
different, and in many years likely less, on a gt basis, than the amounts distributed by thel&tone Holdings partnerships to the
Blackstone personnel and others who are limitethpes of the Blackstone Holdings partnerships speet of their Blackstone Holdings
partnership units.

In addition, the partnership agreements of the Igleame Holdings partnerships provide for cash ithistions, which are referred to amx
distributions,” to the partners of such partnershfgghe wholly-owned subsidiaries of The Blackstddroup L.P. which are the general partners
of the Blackstone Holdings partnerships determia the taxable income of the relevant partnergliliive rise to taxable income for the
partners. Generally, these tax distributions wélldmmputed based on the Partnership’s estimateeafédt taxable income of the relevant
partnership allocable to a partner multiplied byagsumed tax rate equal to the highest effectiwgime combined U.S. federal, state and local
income tax rate prescribed for an individual ompowate resident in New York, New York (taking irocount the nondeductibility of certain
expenses and the character of the Partnershipsnel The Blackstone Holdings partnerships will &k distributions only to the extent
distributions from such partnerships for the refegwgear were otherwise insufficient to cover suhltabilities.

Unit Repurchase Program

In January 2008, Blackstone announced that thedBafaDirectors of its general partner, Blackstorreip Management L.L.C., had
authorized the repurchase by Blackstone of up @@$hillion of Blackstone Common Units and Blackstd#oldings Partnership Units. Under
this unit repurchase program, units may be repsethdrom time to time in open market transactiomgrivately negotiated transactions or
otherwise. The timing and the actual number of Bdé@mne Common Units and Blackstone Holdings PastriprUnits repurchased will depend
on a variety of factors, including legal requirensgmprice and economic and market conditions. Thisrepurchase program may be suspe
or discontinued at any time and does not have eifsggbexpiration date. During the year ended Deoen81, 2009, Blackstone repurchased a
combination of 4,689,101 vested and unvested BtanksHoldings Partnership Units and Blackstone Comfdnits as part of the unit
repurchase program for a total cost of $30.5 nmillids of December 31, 2009, the amount remainiragl@ve for repurchases was
$339.5 million under this program.
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14. EQUITY -BASED COMPENSATION

The Partnership has granted equity-based compensatiards to Blackstone’s senior managing directays-partner professionals, non-
professionals and selected external advisors wheédPartnership’s 2007 Equity Incentive Plan (tBguity Plan”), the majority of which to
date were granted in connection with the IPO. Theify Plan allows for the granting of options, uaitpreciation rights or other unit-based
awards (units, restricted units, restricted commoits, deferred restricted common units, phantostricded common units or other unit-based
awards based in whole or in part on the fair valihe Blackstone Common Units or Blackstone HaldiPartnership Units) which may
contain certain service or performance requiremégf January 1, 2009, the Partnership had tigyaio grant 163,041,206 units under the
Equity Plan for the year ended December 31, 2009.

The Partnership recorded total compensation expgansdation to its equity-based awards of $3.0dyiland $3.3 billion for the years
ending December 31, 2009 and 2008, respectively eatresponding tax benefits of $13.7 million aié .8 million, respectively. As of
December 31, 2009, there was $6.3 billion of edthainrecognized compensation expense relatedvested awards. This cost is expected to
be recognized over a weighted-average period ojeaBs.

Total vested and unvested outstanding units, imetuBlackstone Common Units, Blackstone HoldinggdRaship Units and deferred
restricted common units, were 1,126,974,312 aseafehber 31, 2009. Total outstanding unvested phaatots were 208,592 as of
December 31, 2009.

A summary of the status of the Partnership’s uragesfjuitybased awards as of December 31, 2009 and a sunafeimgnges during tr
period January 1, 2009 through December 31, 20@Qpr@sented below:

Blackstone Holdings The Blackstone Group L.P.
Equity Settled Awards Cash Settled Awards

Weighted- Deferred Weighted- Weighted-
Average Restricted Average Average
Grant Date Common Grant Date Grant Date

Partnership Units and Phantom
Unvested Units Units Fair Value Options Fair Value Units Fair Value
Balance, December 31, 20 354,311,43 $ 30.8¢ 28,569,60 $ 25.9( 532,79: $ 26.0¢
Granted 3,019,131 7.5¢ 7,527,48! 12.71 7,38( 12.0¢
Vested (77,736,79) 30.8¢  (9,634,60) 20.7C (294,13 26.2¢
Exchangec (1,186,179 6.5¢ 1,182,85. 6.5¢ 3,32 5.8(C
Forfeited (7,948,87) 30.1¢ (3,902,64) 25.47 (40,779 26.1¢
Balance, December 31, 20 270,458,72 $ 30.7¢ 23,742,69 $ 23.1( 208,59. $ 25.07

During 2008, the Partnership modified certain semanaging directors’ Blackstone Holdings Partnigr&mit award agreements and
subsequently repurchased under the unit repurgirageam both vested and unvested units in conjonatith the modifications. A percentage
of the cash settlement was paid up front to théosemanaging directors and the remaining percentdiglee settlement will be held in escrow
and in certain cases earned over a specified sgpeiiod. At the date of such modifications, thetfaship recognized total compensation
expense of $185.5 million, which is included in th&al equity-based compensation expense of $8i8rhirelated to the modifications and
cash settlement. Additional compensation experatecketo the portion of the settlement held in eacwill be recognized over the specified
service period which ranges from approximatelyd.8@ months.
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Units Expected to Vest
The following unvested units, as of December 3DR@re expected to vest:

Weighted-Average
Service Period

Units in Years
Blackstone Holdings Partnership Ur 256,757,93 3.
Deferred Restricted Blackstone Common Units andoDp 19,670,25 4.1
Total Equity-Based Award: 276,428,18 3.8
Phantom Unit: 191,12¢ 0.€

Deferred Restricted Common Units and Phantom Units

The Partnership has granted deferred restrictedraomunits to some senior and non-senior managiegtdir professionals, analysts and
senior finance and administrative personnel anecsedl external advisors and phantom units (caledeijuity-based awards) to other non-
senior managing director employees. Holders ofrdedierestricted common units and phantom units1ateentitled to any voting rights. Only
phantom units are to be settled in cash.

The fair values of deferred restricted common umitée been derived based on the closing priceadktone’s Common Units on the
date of the grant, multiplied by the number of wsted awards and expensed over the assumed seeviod,which ranges from 1 to 10 years.
Additionally, the calculation of the compensatioqpense assumes forfeiture rates based upon hatturnover rates, ranging from 1% to 1
annually by employee class, and a per unit disgoanging from $0.01 to $14.89 as a majority okthanvested awards do not contain
distribution participation rights. In most casése Partnership will not make any distributions witspect to unvested deferred restricted
common units. However, there are certain grantdesra@ceive distributions on both vested and undedéderred restricted common units.

Subject to a non-senior managing director emplayeehtinued employment with Blackstone, the phantaits will vest in equal
installments on each of the first, second and thindiversaries of the IPO or, in the case of cetim analysts, in a single installment on the
date that the employee completes his or her cucamttact period with Blackstone. On each suchingstate, Blackstone will deliver cash to
the holder in an amount equal to the number of fwmrunits held multiplied by the then fair marketue of the Blackstone common units on
such date. Additionally, the calculation of the g@msation expense assumes forfeiture rates basechigiorical turnover rates, ranging from
7% to 16% annually by employee class. Blackstorae®unting for these cash settled awards asiitiiab

Blackstone paid $3.5 million, $6.7 million and $@lion to non-senior managing director employeesettlement of phantom units for
the years ended December 31, 2009, 2008 and fqrettied June 19 through December 31, 2007, resdgti

Blackstone Holdings Partnership Units

At the time of the Reorganization, Blackstone’sdaeessor owners and selected advisors received 182825 Blackstone Holdings
Partnership Units, of which 387,805,088 were vestsdi 439,711,537 were to vest over a period obupyears from the IPO date. Subsequent
to the Reorganization, the Partnership has
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granted Blackstone Holdings Partnership Units telypdiired senior managing directors. The Partngr$iais accounted for the unvested
Blackstone Holdings Partnership Units as compenisa&kpense. The fair values have been derived lmas#te closing price of Blackstone’s
Common Units on the date of the grant, or $31 (@asethe initial public offering price per Blacka®Common Unit) for those units issued at
the time of the Reorganization, multiplied by thember of unvested awards and expensed over theadsservice period which ranges fror
to 8 years. Additionally, the calculation of thengoensation expense assumes a forfeiture rate twf 1%, based on historical experience.

In November 2009, the Partnership modified equitars issued in connection with a deferred comgemrsgalan to, among other thing
(a) provide that deferred compensation paymenpattcipating employees and senior managing diregenerally would be satisfied by
delivery of Blackstone common units instead ofwily of Partnership Units; (b) delay the delivefycommon units (following the applicable
vesting dates) until anticipated trading windowipas, to better facilitate participants’ liquidity meet tax obligations; and (c) ensure
compliance with deferred compensation taxationstudes the fair value of Partnership Units on gidaite is based on the closing price of
Blackstone Common Units, there was no change ifidihe@alue of these awards as a result of the fioadion. As a result, there was no
additional impact to compensation expense.

Equity-Based Awards with Performance Conditions

The Partnership has also granted certain equitgebawards with performance requirements. Thesedsnae based on the performance
of certain businesses over the five-year periodrimégg January 2008, relative to a predeterminegistiold. As of December 31, 2009, the
thresholds for 2009 were not met and the Partnetsiis determined that there is too much uncertaintiye probability that the threshold will
be exceeded in future periods. As such, the Pattipehas not recorded any expense related to #vesels for the year ended December 31,
2009. The Partnership will continue to review tiegfprmance of these businesses, and, if necess#iryecord an expense over the
corresponding service period based on the mostpiebevel of anticipated performance. This awarddcounted for as a liability as required
by GAAP as the number of units to be granted in228Idependent upon variations in something ot the fair value of the issuer’s equity
shares, specifically, the businesses’ five-yeafitataility.

Acquisition of GSO Capital Partners LP

In conjunction with the acquisition of GSO, the tRarship entered into equity-based compensati@ngements with certain GSO senior
managing directors and other personnel. The arraagts stipulate that the recipient receive cashifgqstruments or a combination of cash
and equity instruments to be earned over servidegeranging from three to five years or basednujhe realization of specified earnings
targets over the period 2008 through 2012. Fontreperformance dependent compensation arrangentiemt3artnership will recognize the
estimated expense on a straight-line basis ovesahdce period. For the performance-based compensarangements tied to specified
earnings targets, the Partnership estimates corapemxpense based upon whether it is probabtddrecasted earnings will meet or exceed
the required earnings targets and if so, recognimgxpense over the earnings period.
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15. RELATED PARTY TRANSACTIONS
Affiliate Receivables and Payables

Blackstone considers its Founders, senior manatjiegtors, employees, the Blackstone Funds anédhntolio Companies to be
affiliates. As of December 31, 2009 and 2008, DoenfAffiliates and Due to Affiliates comprised tfalowing:

December 31, December 31,
2009 2008
Due from Affiliates
Accrual for Potential Clawback of Previously Dibuited Interes $ 308,37t $ 226,87(
Primarily Interest Bearing Advances Made on Beb&lEertain No-Controlling Interes
Holders and Blackstone Employees for InvestmenBldckstone Fund 127,66¢ 175,26¢
Amounts Due from Portfolio Companies and Fu 115,44: 72,37¢
Investments Redeemed in M-Consolidated Funds of Fun 77,60( 496,35(
Management and Performance Fees Due fron-Consolidated Funds of Fun 68,64¢ 50,77«
Payments Made on Behalf of N-Consolidated Entitie 53,58: 58,53¢
Advances Made to Certain N-Controlling Interest Holders and Blackstone Empks 8,58¢ 8,13(
$ 759,90° $1,088,30
Due to Affiliates
Due to Certain Nc-Controlling Interest Holders in Connection with fhax Receivabl
Agreemen $ 830,51 $ 722,44
Accrual for Potential Repayment of Previously ReediPerformance Fees a
Allocations 485,25: 260,01¢
Distributions Received on Behalf of Certain Non-@ohing Interest Holders and
Blackstone Employee 58,08: 262,73
Distributions Received on Behalf of N-Consolidated Entitie 31,69: 22,93¢
Payments Made by N-Consolidated Entitie 4,521 17,43¢
$ 1,410,06! $1,285,57

Interests of the Co-Founder, Senior Managing Direairs and Employees

The Co-Founder, senior managing directors and eyapkinvest on a discretionary basis in the Blaclestunds both directly and
through consolidated entities. Their investmenty @ subject to preferential management fee arfomeance fee and allocation
arrangements. As of December 31, 2009 and 200& akEounder’s, other senior managing directors’ eamghloyees’ investments aggregated
$649.4 million and $507.2 million, respectively dathe Co-Founder’s, other senior managing directord employees’ share of the Non-
Controlling Interests in Income (Loss) of ConsolethEntities aggregated $31.2 million, $(281.7)ionland $279.7 million for the years
ended December 31, 2009, 2008 and 2007, respsctivel
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Revenues Earned from Affiliates

Management and Advisory Fees earned from affilitaeded $134.3 million, $188.3 million and $59dlion for the years ended
December 31, 2009, 2008 and 2007, respectivelys Fedate primarily to transaction and monitoringgevhich are made in the ordinary course
of business and under terms that would have betinadl from unaffiliated third parties.

Loans to Affiliates

Loans to affiliates consist of interest-bearingathes to certain Blackstone individuals to finathe@r investments in certain Blackstone
Funds. These loans earn interest at Blackstonstsatdorrowing and such interest totaled $2.2iomill $6.0 million, and $6.5 million for the
years ended December 31, 2009, 2008 and 2007 ctesgde. No such loans to any director or executifiécer of Blackstone have been me
or were outstanding since March 22, 2007, the dBdackstone’s initial filing with the Securitiesxd Exchange Commission of a registration
statement relating to its initial public offering.

Contingent Repayment Guarantee

Blackstone and its personnel who have receivedd&tamterest distributions have guaranteed payroera several basis (subject to a
cap), to the Carry Funds of any clawback obligatidth respect to the excess Carried Interest amtto the general partners of such funds
indirectly received thereby to the extent thateitBlackstone or its personnel fails to fulfill tawback obligation, if any. The Accrual for
Possible Repayment of Previously Received Perfoce&ees and Allocations represents amounts prdyipagl to Blackstone Holdings and
non-controlling interest holders that would neetbéarepaid to the Blackstone funds if the Carrydauwere to be liquidated based on the fair
value of their underlying investments as of Decen@ie 2009. See Note 16 “Contingent Obligations(@iack)”.

Aircraft and Other Services

In the normal course of business, Blackstone peeddmve made use of aircraft owned as personalsaBg Stephen A. Schwarzman
(“Personal Aircraft”). In addition, on occasion, MBchwarzman and his family have made use of anaftiin which Blackstone owns a
fractional interest, as well as other assets ofl&ne. Mr. Schwarzman paid for his purchasebh@tircraft himself and bears all operating,
personnel and maintenance costs associated withoferation. In addition, Mr. Schwarzman is charfer his and his familys personal use
Blackstone assets based on market rates and UBagaent by Blackstone for the use of the Persoimatat by other Blackstone employees
are made at market rates. Personal use of Blacks&sources are also reimbursed to Blackstone rkietates. The transactions described
herein are not material to the consolidated andbioed financial statements.

Tax Receivable Agreement

Blackstone used a portion of the proceeds froniRi@and the sale of non-voting common units toiBgijWonderful Investments to
purchase interests in the predecessor businesseshe predecessor owners. In addition, holdeBlaxkstone Holdings Partnership Units n
exchange their Blackstone Holdings PartnershipgJoit Blackstone Common Units on a one-for-oneshagie purchase and subsequent
exchanges are expected to result in increaseg itakhbasis of the tangible and intangible asdeBazkstone Holdings and therefore reduce
the amount of tax that Blackstone’s wholly-ownetsdiaries would otherwise be required to pay mfiiture.
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Certain subsidiaries of the Partnership which arparate taxpayers have entered into tax receivagnieements with each of the
predecessor owners and additional tax receivalskeagents have been executed, and will continue exbcuted, with newly-admitted senior
managing directors and others who acquire Blaclkstboidings Partnership Units. The agreements peofdd the payment by the corporate
taxpayers to such owners of 85% of the amount sl savings, if any, in U.S. federal, state andlloame tax that the corporate taxpayers
actually realize as result of the aforementioneddases in tax basis and of certain other tax ismefated to entering into these tax receivable
agreements. For purposes of the tax receivableagnets, cash savings in income tax will be comphbyedomparing the actual income tax
liability of the corporate taxpayers to the amooinsuch taxes that the corporate taxpayers would baen required to pay had there been no
increase to the tax basis of the tangible and gitde assets of Blackstone Holdings as a resuh®Exchanges and had the corporate taxpayer
not entered into the tax receivable agreements.

Assuming no material changes in the relevant taxdad that the corporate taxpayers earn sufficeerable income to realize the full tax
benefit of the increased amortization of the asskeésexpected future payments under the tax rabEnvagreements (which are taxable to the
recipients) will aggregate $830.5 million over thext 15 years. The after-tax present value of teeienated payments totals $228.6 million
assuming a 15% discount rate and using Blackstane& recent projections relating to the estimétathg of the benefit to be received.
Future payments under the tax receivable agreenrergspect of subsequent exchanges would be iti@utb these amounts. The payments
under the tax receivable agreement are not condidiapon continued ownership of Blackstone equitgrests by the pre-IPO owners and the
others mentioned above. Subsequent to Decemb@089, payments totaling $4,076,382 were made taiogore-IPO owners in accordance
with the tax receivable agreement and relatedxdémefits the Partnership received for the 20@8kke year.

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

16. COMMITMENTS AND CONTINGENCIES
Commitments
Operating Leases

The Partnership leases office space under non-edoledease and sublease agreements, which expivarmus dates through 2024.
Occupancy lease agreements, in addition to basalsegenerally are subject to escalation provisioased on certain costs incurred by the
landlord, and are recognized on a straight-linésbager the term of the lease agreement. Rent egpiecludes base contractual rent and
variable costs such as building expenses, utilitiees and insurance. Rent expense for the yadesidDecember 31, 2009, 2008 and 2007,
was $63.1 million, $40.7 million and $30.2 milliarspectively. At December 31, 2009 and 2008, #ménBrship maintained irrevocable
standby letters of credit and cash deposits agigetor the leases of $9.9 million and $10.4 noifi] respectively. As of December 31, 2009.
approximate aggregate minimum future paymentsohstiblease income, required on the operating earseas follows:

2010 $ 54,66¢
2011 49,92¢
2012 47,70¢
2013 47,59:¢
2014 44,97¢
Thereaftel 298,35:

$543,23:
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Investment Commitmer

The consolidated Blackstone Funds had signed imergtcommitments of $24.2 million as of DecemberZ0D9. Included in this is
$0.4 million of signed investment commitments fortfolio company acquisitions in the process ofalg. In addition, the general partners of
the Blackstone Funds had unfunded commitmentsdi eftheir respective funds of $1.3 hillion asDefcember 31, 2009.

Contingencies
Guarantees

Certain of Blackstone’s consolidated real estatelfiguarantee payments to third parties in conmreetith the on-going business
activities and/or acquisitions of their Portfoli@@panies. There is no direct recourse to the Pahigeto fulfill such obligations. To the extent
that underlying funds are required to fulfill guatee obligations, the Partnership’s invested chpitauch funds is at risk. Total investments at
risk in respect of guarantees extended by realesitads was $6.4 million as of December 31, 2009.

Contingent Performance Fees and Allocations

There were $46.7 million of performance fees alatations related to the hedge funds in the cratit marketable alternatives segment
for the year ended December 31, 2009 attributabéarangements where the measurement period haahdetl.

Litigation
From time to time, Blackstone is named as a defetniddegal actions relating to transactions coneddn the ordinary course of
business. Although there can be no assurance aiutiteme of such legal actions, in the opinion ehagement, Blackstone does not have a

potential liability related to any current legabpeeding or claim that would individually or in taggregate materially adversely affect its
results of operations, financial position or cashws.

Contingent Obligations (Clawback)

Included within Net Gains (Losses) from Fund Inwestt Activities in the Consolidated Statements péfations are gains from
Blackstone Fund investments. The portion of nedgéiosses) attributable to non-controlling intétesders is included within Non-
Controlling Interests in Income of Consolidatedifi#g. Net gains (losses) attributable to non-adhiirg interest holders are net of Carried
Interest earned by Blackstone. Carried interestiiect to clawback to the extent that the catinéerest received to date exceeds the amount
due to Blackstone based on cumulative results.

The actual clawback liability, however, does natdrae realized until the end of a fund’s life excleptBlackstone’s real estate funds
which may have a clawback liability come due onaryadter a realized loss is incurred, dependintherfund. The lives of the carry funds with
a potential clawback obligation, including avaiklcbntemplated extensions, are currently anticihttexpire at various points beginning
toward the end of 2012 and extending through 2BL&her extensions of such terms may be implemeameer given circumstances.

As of December 31, 2009, the current cash clawbatigation of the Blackstone general partners ®litmited partner investors of the
private equity, real estate and credit-orientedifuis zero. For financial reporting purposes, havethe general partners have recorded a
liability for potential clawback obligations to thienited
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partners of some of the carry funds due to chaimgtee unrealized value of a fund’s remaining inweants and where the fund’s general
partner has previously received Carried InteresdtibButions with respect to such fund’s realizedeistments.

As of December 31, 2009, the clawback obligatiertsch are not currently due, were $485.3 milliohywich $217.4 million related to
Blackstone Holdings and $267.9 million related sorent and former Blackstone personnel. As of Ddzem31, 2008, such obligations were
$260.0 million, of which $109.8 million related B}ackstone Holdings and $150.2 million related @orent and former Blackstone personnel.
The Accrual for Potential Repayment of PreviousgcBved Performance Fees and Allocations is includ®ue to Affiliates.

The following table presents the clawback obligagiby segment:

December 31, 2009 December 31, 2008
Current
Current and and
Blackstone Former Blackstone Former
Segmeni Holdings Personnel Total Holdings Personnel Total

Private Equity $ 65,237 $ 120,20¢ $185,44' $ 63,64: $118,92¢ $182,57:
Real Estatt 152,14. 147,66¢ 299,80¢ 46,01+ 31,14¢ 77,15¢
Credit and Marketable Alternativi — — — 182 10E 28¢
Total $217,37¢ $ 267,87: $485,25! $109,84( $150,17¢ $ 260,01t

A portion of the carried interest paid to currentldormer Blackstone personnel is held in segrebgateounts in the event of a cash
clawback obligation. These segregated accountsatri@cluded in the consolidated and combined finrstatements of the Partnership,
except to the extent a portion of the assets meldd segregated accounts may be allocated tosmlidated Blackstone fund of hedge funds
December 31, 2009, $474.4 million was held in sgaed accounts for the purpose of meeting any @atvbbligations of current and former
personnel if such payments are required.

17. EMPLOYEE BENEFIT PLANS

The Partnership provides a 401(k) plan (the “Pldar)eligible employees in the United States. Fentain finance and administrative
professionals who are participants in the PlanPinership contributes 2% of such professionmak$ax annual compensation up to a
maximum of one thousand six hundred dollars. Irtadd the Partnership will contribute 50% of thisf 4% of pretax annual compensation
contributed by such professional participants witinaximum matching contribution of one thousandhsirdred dollars. For the years ended
December 31, 2009, 2008 and 2007, the Partnensbipred expenses of $1.5 million, $1.3 million &89 million in connection with such
Plan.

The Partnership provides a defined contributiom [ita eligible employees in the United Kingdom (“UMan”). All United Kingdom
employees are eligible to contribute to the UK Riéter three months of qualifying service. The Rarship contributes a percentage of an
employee’s annual salary, subject to United Kingdmatutory restrictions, on a monthly basis for adstrative employees of the Partnership
based upon the age of the employee. For the yadesidDecember 31, 2009, 2008 and 2007, the Panipénsurred expenses of $0.3 million,
$0.3 million and $0.3 million, respectively, in gwction with the UK Plan.
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18. REGULATED ENTITIES

The Partnership has certain entities that are tergid broker-dealers which are subject to the mininmet capital requirements of the
Securities and Exchange Commission (“SEC”). Thereaship has continuously operated in excess akthequirements. The Partnership also
has two entities based in London which are suligetite capital requirements of the U.K. Financiah&es Authority. These entities have
continuously operated in excess of their regulatanyital requirements.

Certain other U.S. and non-U.S. entities are stiltjeearious securities commodity pool and tradgutations. This includes a number of
U.S. entities which are Registered Investment Aahgisinder the rules and authority of the SEC.

The regulatory capital requirements referred tovalbroay restrict the Partnership’s ability to witadrcapital from its entities. At
December 31, 2009, approximately $25.3 million ef assets of consolidated entities may be reddrirteto the payment of cash dividends and
advances to the Partnership.

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

Blackstone conducts its alternative asset manageamehfinancial advisory businesses through foporable segments:
. Private Equity— Blackston’s Private Equity segment comprises its managenigrivate equity funds

. Real Estat Blackston’'s Real Estate segment comprises its managemeanefa real estate funds and internationally fodueal
estate funds

. Credit and Marketable Alternatives — Blackstonefsdit and Marketable Alternatives segment, whosesisbent focus is current
earnings, comprises its management of funds ofdé&duls, credit-oriented funds, CLO vehicles, safgdy managed accounts and
publicly-traded closed-end mutual funds. This segimes formerly known as Marketable Alternative étslanagement and has been
renamed to better reflect the product mix in tleigreent. This does not reflect a change to the lyidgrbusinesses or how they are
reflected in Blackstor's results of operatiol

. Financial Advisory- Blackston'’s Financial Advisory segment comprises its corpoeeitd mergers and acquisitions advisory serv
restructuring and reorganization advisory servaras Park Hill Group, which provides fund placemsanvices for alternative investment
funds.

These business segments are differentiated bywagous sources of income, with the Private EquRgal Estate and Credit and
Marketable Alternatives segments primarily earrtimgjr income from management fees and investméming on assets under management,
while the Financial Advisory segment primarily eaits income from fees related to investment bamkirvices and advice and fund
placement services.

Economic Net Income (“ENI") is a key performanceasare used by management. ENI represents segncentérbefore taxes
excluding transaction-related charges. Transacttated charges include principally charges assettiaith equity-based compensation, the
amortization of intangibles and corporate actiomduding acquisitions. Blackstone’s historical condal financial statements for periods prior
to the IPO do not include these transaction-relatedges nor do such financial statements refletainn compensation expenses including
performance payment arrangements associated witbrsaanaging directors, departed partners and
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other selected employees. Those compensation eepamese accounted for as partnership distributwits to the IPO but are included in the
financial statements for the periods following tR® as a component of compensation and benefitsnse The aggregate of ENI for all
reportable segments equals Total Reportable SegeMInENI is used by management primarily in makiagource deployment and
compensation decisions across Blackstone’s founsats.

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

The following table presents the financial dataBtackstone’s four reportable segments as of anthioyear ended December 31, 2009:

December 31, 2009 and the Year then Ended

Credit and Total
Private Marketable Financial Reportable
Equity Real Estate Alternatives Advisory Segments
Segment Revenut
Management Fees and Advisory F
Base Management Fe $ 270,50¢ $ 328,447 $ 40087 $ — $ 999,82¢
Advisory Fees — — — 390, 71¢ 390, 71¢
Transaction and Other Fees, | 86,33¢ 25,83¢ 2,86¢ — 115,04(
Management Fee Offse — (2,467) (14,699 — (17,16))
Total Management and Advisory Fe 356,84! 351,81¢ 389,04 390,71¢ 1,488,42i
Performance Fees and Allocatic
Realized 34,02 (3,039 43,28: — 74,26¢
Unrealizec 303,49: (252,180) 114,55t¢ — 165,86°
Total Performance Fees and Allocatic 337,51. (255,219 157,83¢ — 240,13:
Investment Income (Los:
Realized 36,96¢ 6,164 (15,037 1,44: 29,54«
Unrealizec 33,26¢ (125,629 96,01¢ 21¢ 3,88(
Total Investment Income (Los 70,235 (119,460) 80,98t 1,662 33,42
Interest and Dividend Reven 7,75¢€ 6,03( 3,45: 5,25¢ 22,49;
Other 2,84t 3,261 1,02¢ (35 7,09¢
Total Revenue 775,19! (13,570 632,34 397,59¢ 1,791,56!
Expense:
Compensation and Benef
Base Compensatic 181,26¢ 158,11! 198,11° 232,35¢ 769,85’
Performance Fee Relat
Realized 741 3,50¢ 20,85¢ — 25,10:
Unrealizec 20,30: (113,98) 67,49: — (26,18))
Total Compensation and Benel 202,31 47,64( 286,46 232,35¢ 768,77
Other Operating Expens 82,471 56,32¢ 80,66 79,57 299,02¢
Total Expense 284,78! 103,96! 367,12! 311,93: 1,067,80!
Economic Net Income (Los $ 490,41( $ (117,53) $ 265,22( $ 85,66¢ $ 723,76:
Segment Assel $2,870,231 $1,940,92! $2,706,16! $986,62: $8,503,95!
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The following table reconciles the Total ReportabeEgments to Blackstone’s Income (Loss) Before iBimv (Benefit) for Taxes and
Total Assets as of and for the year ended DeceB8the2009:

December 31, 2009 and the Year then Ended
Consolidation

Adjustments
and Reconciling

Total Blackstone

Segments Iltems Consolidated

Revenue: $1,791,56! $ (17,870(a) $1,773,69"
Expense:! $1,067,80! $ 3,174,05(b) $ 4,241,85!
Other Income $ — $ 176,69«c) $ 176,69
Economic Net Income (Los $ 723,76 $ (3,015,22)(d) $(2,291,46)
Total Assets $8,503,95! $ 905,06(e) $9,409,02.

(@) The Revenues adjustment principally represents ganant and performance fees and allocations e&rm@oBlackstone Funds to arri
at Blackstone consolidated revenues which wereirgditad in consolidatior

(b) The Expenses adjustment represents the additierpenses of the consolidated Blackstone Fumtiset Blackstone unconsolidated
expenses, amortization of intangibles and experdated to transaction-related equity-based corgiemsto arrive at Blackstone
consolidated and combined expen:

(c) The Other Income adjustment results from the foihgw

Year Ended
December 31, 20C
Fund Management Fees and Performance Fees ana#dlog Eliminated in Consolidatic $ 14,87(
Fund Expenses Added in Consolidat 10,44:
Non-Controlling Interests in Income of Consolidatedifed 151,38:
Total Consolidation Adjustmen $ 176,69:

(d) The reconciliation of Economic Net Income (LossIincome (Loss) Before Benefit for Taxes as regmbin the Consolidated and
Combined Statements of Operations consists ofdlt@xfing:

Year Ended
December 31, 20C
Economic Net Income (Los $ 723,76:
Adjustments

Amortization of Intangible: (158,049)

IPO and Acquisitio-Related Charge (2,973,95)
Income (Loss) Associated with N-Controlling Interests in Income (Loss)

Consolidated Entitie 116,76¢

Total Adjustment: (3,015,22)

Income (Loss) Before Provision (Benefit) for Tas $ (2,291,46)

(e) The Total Assets adjustment represents the addifiassets of the consolidated Blackstone Funtiset@®lackstone unconsolidated as:
to arrive at Blackstone consolidated and combirssg s

172



Table of Contents

THE BLACKSTONE GROUP L.P.

Notes to Consolidated and Combined Financial Stateemts
(All Dollars Are in Thousands, Except Unit and PerUnit Data, Except Where Noted)

The following table presents financial data fordistone’s four reportable segments as of and fy#ar ended December 31, 2008:

Segment Revenut
Management Fees and Advisory F
Base Management Fe
Advisory Fees
Transaction and Other Fees, |
Management Fee Offse
Total Management and Advisory Fe
Performance Fees and Allocatic
Realizec
Unrealized
Total Performance Fees and Allocati
Investment Income (Los:
Realizec
Unrealized
Total Investment Income (Los
Interest and Dividend Reven
Other
Total Revenue
Expense:
Compensation and Benef
Base Compensatic
Performance Fee Relat
Realized
Unrealizec
Total Compensation and Benel
Other Operating Expens
Total Expense
Economic Net Income (Los

Segment Assel

December 31, 2008 and the Year then Ende

Credit and Total

Private Real Marketable Financial Reportable
Equity Estate Alternatives Advisory Segments
$ 268,96 $ 29592 $ 476,83 $ — $1,041,7L
— — — 397,51¢ 397,51¢
51,79¢ 36,04¢ 8,51¢ — 96,35¢
(4,86%) (4,969) (6,606) — (16,437
315,89! 326,99¢ 478,74¢ 397,51¢ 1,519,15!
(749) 24,68: 15,08 — 39,01«
(429,736 (843,709 (12,827 —  (1,286,26)
(430,48 (819,02) 2,25¢ —  (1,247,24)
13,68: 3,77¢ (82,14 - (64,677
(196,20() (238,65() (257,089 — (691,939
(182,515 (234,877 (339,226 — (756,61.)
6,45¢ 5,88( 8,527 8,14¢ 29,01«
4,472 3,00¢ 1,21¢ 4,89¢ 13,59¢
(286,17() (718,009 151,52( 410,56t (442,09
146,55: 150,68 239,43¢ 234,75¢ 771,42¢
(4,255 1,09 8,16: — 4,997
(126,09() (74,987 (6,647) — (207,71
16,20¢ 76,79 240,95! 234,75! 568,70¢
90,13( 55,78 106,02° 67,27 319,21¢
106,33¢ 132,57t 346,98: 302,03: 887,92!
$ (392,509 $(850,58) $ (195,46 $108,53: $(1,330,01)
$2,688,39:  $1,753,000 $2,615,89. $550,21' $ 7,607,51.

173



Table of Contents

THE BLACKSTONE GROUP L.P.

Notes to Consolidated and Combined Financial Stateemts
(All Dollars Are in Thousands, Except Unit and PerUnit Data, Except Where Noted)

The following table reconciles the Total ReportabeEgments to Blackstone’s Income Before ProvisioiThxes as of and for the year

ended December 31, 2008:

(@)
(b)

()

(d)

()

December 31, 2008 and the Year then Ended
Consolidation
Adjustments
and Reconciling

Total Blackstone

Segments Items Consolidated
Revenue! $ (442,09) $ 92,734a) $ (349,36)
Expense:! $ 887,92 $ 3,498,67(b) $ 4,386,60:
Other Loss $ — $ (872,33¢(c) $ (872,33
Economic Net Income (Los $(1,330,01) $ (4,278,28)(d) $(5,608,29)
Total Assets $ 7,607,51. $ 1,881,544¢e) $9,489,05

The Revenues adjustment principally represents geanant and performance fees and allocations edmedBlackstone Funds to arri

at Blackstone consolidated revenues which wereirgditad in consolidatior
The Expenses adjustment represents the additierpenses of the consolidated Blackstone Fumtiset Blackstone unconsolidated
expenses, amortization of intangibles and experdated to transaction-related equity-based corgiemsto arrive at Blackstone
consolidated and combined expen:

The Other Income adjustment results from the foihgw

Year Ended
December 31, 20C
Fund Management Fees and Performance Fees anc#diog Eliminated in Consolidatic $ (105,419
Fund Expenses Added in Consolidat 66,04¢
Non-Controlling Interests in Income (Loss) of ConsolethEntities (832,969
Total Consolidation Adjustmen $ (872,330

The reconciliation of Economic Net Income to IncoBefore Provision for Taxes as reported in the @bdated and Combine
Statements of Operations consists of the follow

Year Ended

December 31, 20C

Economic Net Income (Los $ (1,330,01)
Adjustments

Amortization of Intangible: (153,23)

IPO and Acquisitio-Related Charge (3,331,72)

Other Adjustment (999

Income (Loss) Associated with N-Controlling Interests in Income (Loss) of ConsolethEntities (792,32)

Total Adjustment: (4,278,28)

Income (Loss) Before Provision (Benefit) for Tas $ (5,608,29)

The Total Assets adjustment represents the addifiassets of the consolidated Blackstone Funtiset®lackstone unconsolidated as:

to arrive at Blackstone consolidated and combirssgtz
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The following table presents financial data fordkstone’s four reportable segments for the yeaeémkcember 31, 2007:

Segment Revenut
Management and Advisory Fe
Base Management Fe
Advisory Fees
Transaction and Other Fees, |
Management Fee Offse

Total Management and Advisory Fe

Performance Fees and Allocatic
Realizec
Unrealized
Total Performance Fees and Allocatic
Investment Income (Los:
Realizec
Unrealized
Total Investment Income (Los
Interest and Dividend Reven
Other
Total Revenue
Expense:
Compensation and Benef
Base Compensatic
Performance Fee Relat
Realized
Unrealizec
Total Compensation and Benel
Other Operating Expens
Total Expense
Economic Net Incom

December 31, 2007 and the Year then Ende

Credit and
Marketable Total

Private Financial Reportable

Equity Real Estate Alternatives Advisory Segments
$ 254,84: $ 233,07: $316,33' $ — $ 804,25:
— — — 360,28¢ 360,28
123,77( 348,41( 6,63( — 478,81(
(10,739 (11,71)) (33) — (22,482
367,87¢ 569,76! 322,93« 360,28¢ 1,620,86:
574,27 326,51 154,02¢ — 1,054,811
(194,35 297,43 2,95; — 106,03:
379,91° 623,95! 156,98( — 1,160,84:
131,49¢ 68,99¢ 62,36 — 262,85
(16,166 65,47 81,43¢ — 130,74!
115,33; 134,46¢ 143,80: — 393,60:
1,731 1,321 4,24¢ 7,38t 14,68¢
47C 38 31 (11) 52¢
865,32¢ 1,329,54. 627,99¢ 367,65¢ 3,190,52
132,11¢ 147,82¢ 82,59/ 132,63 495,17!
14,53¢ 8,56( 68,10¢ — 91,20:
(50,257 (11,249 (379 — (61,867
96,40z 145,14¢ 150,33( 132,63 524,51
78,47 54,82¢ 74,72¢ 39,03 247,06
174,87" 199,97! 225,05¢ 171,67( 771,57¢
$ 690,45: $1,129,56! $402,93¢ $195,98t¢ $2,418,94:
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The following table reconciles the Total ReportabeEgments to Blackstone’s Income Before ProvisioiTaxes for the year ended
December 31, 2007:

Year Ended December 31, 2007
Consolidation

Adjustments
and Reconciling Blackstone

Total Consolidated

Segments Iltems and Combinec

Revenue: $3,190,52 $ (140,37))(a) $3,050,14
Expense:! $ 771,57¢ $ 1,993,26i(b) $2,764,84.
Other Income $ — $ 5,423,13(c) $5,423,13,
Economic Net Incom $2,418,94 $ 3,289,48i(d) $5,708,43

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

(b) The Expenses adjustment represents the additierpanses of the consolidated Blackstone FundstBlckstone unconsolidat
expenses, amortization of intangibles and experedated to transaction-related equity-based congigmsto arrive at Blackstone
consolidated and combined expen:

(c) The Other Income adjustment results from the foihgw

Year Ended
December 31, 20C
Fund Management Fees and Performance Fees anc#diog Eliminated in Consolidatic $ 131,97¢
Fund Expenses Added in Consolidat 151,91¢
Non-Controlling Interests in Income of Consolidated it 5,139,23!
Total Consolidation Adjustmen $ 5,423,13

(d) The reconciliation of Economic Net Income tadme Before Provision for Taxes as reported inGbesolidated and Combined
Statements of Operations consists of the follow

Year Ended

December 31, 20C

Economic Net Income and oth $ 2,418,94
Adjustments

Amortization of Intangible: (117,60

IPO and Acquisitio-Related Charge (1,732,13)

Other Adjustment (6)

Income Associated with N+-Controlling Interests in Income of Consolidateditied 5,139,23!

Total Adjustment: 3,289,48!

Income (Loss) Before Provision (Benefit) for Tas $ 5,708,43

20. SUBSEQUENT EVENTS

There have been no events since December 31, BA0Beguire recognition or disclosure in the Coitlstéd and Combined Financial
Statements.
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21. QUARTERLY FINANCIAL DATA (UNAUDITED)

Revenue:!
Expense:
Other Income (Loss

Income (Loss) Before Provision for Tax
Net Income (Loss

Net Income (Loss) Attributable to The Blackstone@y L.P.

Net Loss Per Common Ur— Basic and Dilutec
Common Units Entitled to Priority Distributiol

Common Units Not Entitled to Priority Distributio
Priority Distributions Declared (:

Revenue!
Expense:
Other Income

Income (Loss) Before Provision for Tax
Net Income (Loss

Net Income (Loss) Attributable to The Blackstone®r L.P.

Net Loss Per Common Ur— Basic and Dilutec
Common Units Entitled to Priority Distributiol

Common Units Not Entitled to Priority Distributio
Priority Distributions Declared (i

Three Months Ended

March 31, June 30, September 30 December 31
2009 2009 2009 2009
$ 4491« $ 406,41¢ $ 597,02 $ 725,34«
922,35¢ 1,051,701 1,097,79. 1,170,00:
(34,767 58,30« 73,812 79,34
$ (912,20) $(586,98() $ (426,959 $ (365,31
$ (929,939 $(597,87) $ (479510 $ (383,37)
$ (231,579  $(164,28) $ (176,18) $ (143,25(
$ (8) $ (059 $ (059 $  (0.45
$ (11H $ (090 $ (092 $ (0.7
$ — $ 0.3C $ 0.3C $ 0.3(
Three Months Ended
March 31, June 30, September 30 December 31
2008 2008 2008 2008
$ 68,52 $ 353,65: $ (160,259 $ (611,28)
1,098,06: 1,163,80:! 1,132,69: 992,03¢
(215,636 189,67¢ (550,75 (295,62
(1,245,17) (620,479 (1,843,70) (1,898,93)
$(1,254,15) $ (594,62) $(1,822,34) $(1,923,02)
$ (250,99)  $(156,53) $ (340,33) $ (415,17)
$ (095 $ (060 $ (126 $  (15)
$ (156 $  (15))
$ 0.3( $ 0.3C $ 0.3C $ 0.3(

(a) Distributions declared reflects the calendar dath® declaration of each distributic
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ITEM 8A. UNAUDITED SUPPLEMENTAL PRESENTATION OF STATEMENTS O F FINANCIAL CONDITION

THE BLACKSTONE GROUP L.P.

Condensed Consolidated Statements of Financial Coitidn
(Dollars in Thousands)

Assets

Cash and Cash Equivalel

Cash Held by Blackstone Funds and O
Investments

Accounts Receivabl

Due from Affiliates

Intangible Assets, N¢

Goodwiill

Other Asset:

Deferred Tax Assel

Total Assets

Liabilities and Partners’ Capital

Loans Payabl:

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

178

December 31, 2009

Consolidated
Operating

Consolidated

Reclasses an

Partnerships Blackstone Funds (a Eliminations Consolidated
$ 952,09¢ $ — $ — $ 952,09¢
— 86,08 — 86,08«
2,772,48! 999,79: (206,799 3,565,48.
305,84¢ 461 — 306,30°
735,47 64,38 (39,949 759,90°
919,47" — — 919,47
1,703,60: — — 1,703,60:
171,46 1,141 (48) 172,55¢
943,51: — — 943,51:
$8,503,951 $  1,151,86.  $(246,79) $9,409,02:
$ 651,99 $ 5,63( $ — $ 657,62:
1,362,78: 65,77¢ (18,49) 1,410,061
486,95 1,99¢ — 488,94!
235,67 94,68¢ (21,504 308,85
2,737,39: 168,08t (39,995 2,865,49
— — 526,31: 526,31:
3,376,70 733,11 (733,110 3,376,70
2,42( — — 2,42(
289,61¢ 250,66 — 540,28
2,097,81. — — 2,097,81.
5,766,55! 983,77 (733,11 6,017,22:
$8,503,951 $  1,151,86.  $(246,79) $9,409,02:
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Assets

Cash and Cash Equivalel

Cash Held by Blackstone Funds and O
Investments

Accounts Receivabl

Due from Affiliates

Intangible Assets, N¢

Goodwill

Other Asset:

Deferred Tax Assel

Total Assets

Liabilities and Partners’ Capital

Loans Payabl:

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 offaff@ving:
Blackstone Corporate Opportunities Master Fund t.P.

Blackstone Distressed Securities Fund L.P.
Blackstone Employee 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.

BTD CP Holdings, LP **

GSO Co-Investment Partners LLC **

December 31, 200:

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°
1,284,23: 21€ (196,14, 1,088,30.
1,077,52i — — 1,077,52i
1,703,60: — — 1,703,60:
176,03( 48,72¢ (4,787 219,97
845,57¢ — — 845,57¢
$7,607,51. $ 2,286,73I $ (405,186 $9,489,05
$ 387,00( $ = $ — $ 387,00(
1,064,98I 362,52¢ (141,929 1,285,57
410,59: 2,86¢ — 413,45¢
282,36( 1,123,37. (121,15) 1,284,57
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) = o (291
131,66« 293,40 — 425,06°
1,821,75! — — 1,821,75!
5,462,58! 797,96" (504,567) 5,755,98.
$7,607,51. $ 2,286,73I $ (405,186 $9,489,05

179




Table of Contents

GSO Legacy Associates 2 LLC

GSO Legacy Associates LLC

The Asia Opportunities Fund L.P.

Private equity side-by-side, general partners’ affitlated limited partners’ investment vehicles
Real estate side-by-side, general partners’ anlthgdtl limited partners’ investment vehicles
Mezzanine side-by-side, general partners’ andia#itl limited partners’ investment vehicles

* Consolidated as of December 31, 2008 only.

** Consolidated as of December 31, 2009 only.
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ITEM9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURES

None.

ITEM 9A. CONTROLS AND PROCEDURES

We maintain “disclosure controls and procedures,8i&ch term is defined in Rules 13a-15(e) and I5H@) under the Securities Excha
Act of 1934 (the “Exchange Act”), that are desighe@nsure that information required to be disaldsg us in reports that we file or submit
under the Exchange Act is recorded, processed, suized and reported within the time periods spedifn Securities and Exchange
Commission rules and forms, and that such inforoma8 accumulated and communicated to our manageimeluding our Chief Executive
Officer and Chief Financial Officer, as appropriateallow timely decisions regarding required thsare. In designing disclosure controls and
procedures, our management necessarily was redoiggply its judgment in evaluating the cost-bémefationship of possible disclosure
controls and procedures. The design of any disptosontrols and procedures also is based in part gprtain assumptions about the likelih
of future events, and there can be no assurantarnialesign will succeed in achieving its statedlg under all potential future conditions.

Our management, including our Chief Executive Gffiand Chief Financial Officer, evaluated the affemess of our disclosure controls
and procedures pursuant to Rule 13a-15 under thkdige Act as of the end of the period coveredhisyreport. Based on that evaluation, our
Chief Executive Officer and Chief Financial Offidesive concluded that, as of the end of the peregred by this annual report, our disclos
controls and procedures (as defined in Rule 13a)1b{der the Exchange Act) are effective to enthatinformation we are required to
disclose in reports that we file or submit under Bxchange Act is recorded, processed, summarimtdegorted within the time periods
specified in Securities and Exchange Commissiogsrahd forms, and that such information is accuredland communicated to our
management, including our Chief Executive Officed &hief Financial Officer, as appropriate, to ailiimely 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 guathat has materially affected, or is reasonéibély to materially affect, our internal
control over financial reporting.
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Management's Report on Internal Control Over Finandal Reporting

Management of The Blackstone Group L.P. and sudosédi (“Blackstone”) is responsible for establishand maintaining adequate
internal control over financial reporting. Blackseds internal control over financial reporting ip@cess designed under the supervision of its
principal executive and principal financial offiseo provide reasonable assurance regarding tiabifiy of financial reporting and the
preparation of its consolidated financial stateradat external reporting purposes in accordanck agcounting principles generally accepted
in the United States of America.

Blackstone’s internal control over financial refgtincludes policies and procedures that pertaithé maintenance of records that, in
reasonable detail, accurately and fairly reflembsactions and dispositions of assets; provid®nedde assurances that transactions are
recorded as necessary to permit preparation ofi¢iahstatements in accordance with generally gecepccounting principles, and that rece
and expenditures are being made only in accordaitbeauthorizations of management and the directord provide reasonable assurance
regarding prevention or timely detection of unauithed acquisition, use or disposition of Blackstsressets that could have a material effect
on its financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or d¢tmisstatements. In addition,
projections of any evaluation of effectivenessutufe periods are subject to the risk that contmdy become inadequate because of chang
conditions or that the degree of compliance withpblicies or procedures may deteriorate.

Management conducted an assessment of the effeesiseof Blackstone’s internal control over finahoggorting as of December 31,
2009 based on the framework establishelhi@arnal Control — Integrated Frameworgsued by the Committee of Sponsoring Organizatans
the Treadway Commission. Based on this assessmanggement has determined that Blackstone’s iteomérol over financial reporting as
of December 31, 2009 was effective.

Deloitte & Touche LLP, an independent registereblipiaccounting firm, has audited Blackstone’s fioal statements included in this
report on Form 10-K and issued its report on tliectifzeness of Blackstone’s internal control oveahcial reporting as of December 31, 2009,
which is included herein.

ITEM9B. OTHER INFORMATION
None.
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PART Il
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE
Directors and Executive Officers of Blackstone Grop Management L.L.C.
The directors and executive officers of Blackst@reup Management L.L.C. as of the date of thigdjliare:

Name Age  Position

Stephen A. Schwarzm: 63 Founder, Chairman and Chief Executive Officer am®or
Hamilton E. Jame 59 President, Chief Operating Officer and Direc
J. Tomilson Hill 61 Vice Chairman and Directc

Laurence A. Tos 42 Chief Financial Office

Robert L. Friedmal 66 Chief Legal Officer

Sylvia F. Moss 67 Senior Managing Direct—Administration
Joan Solota 45 Senior Managing Direct—Public Markets
Richard H. Jenrett 80 Director

Jay O. Lighi 68 Director

The Right Honorable Brian Mulrone 70 Director

William G. Parrett 64 Director

Stephen A. Schwarzmais the Chairman and Chief Executive Officer of Bistone and the Chairman of the board of directbraio
general partner. Mr. Schwarzman was elected Chaiohéhe board of directors of our general pargféective March 20, 2007.
Mr. Schwarzman is a founder of The Blackstone Grangh has been involved in all phases of the firdévelopment since its founding in 1¢
Mr. Schwarzman began his career at Lehman Brothdrste he was elected Managing Director in 1978wide engaged principally in the
firm’s mergers and acquisitions business from 11®7¥984, and served as Chairman of the firm’s MexrgeAcquisitions Committee in 1983
and 1984. Mr. Schwarzman is Chairman of the Bo&ithe John F. Kennedy Center for the Performings Alrte is also a member of the
Council on Foreign Relations, The Business Couaruill The Asia Society and is on the boards of var@ganizations, including The New
York Public Library, The Frick Collection, the JPkan Chase National Advisory Board, The PartnerfdriiNew York City Board of
Directors and the Advisory Board of the School obBomics and Management, Tsinghua University, Bgiji

Hamilton E. Jamesds President, Chief Operating Officer of Blackst@mel a member of the board of directors of our garmartner.
Mr. James was elected to the board of directomiofyeneral partner effective March 20, 2007. Pigoining Blackstone in 2002, Mr. James
was Chairman of Global Investment Banking and Reiquity at Credit Suisse First Boston and a merobits Executive Board since the
acquisition of Donaldson, Lufkin & Jenrette, or “DL by Credit Suisse First Boston in 2000. Prior todhbquisition of DLJ, Mr. James was |
Chairman of DLJ's Banking Group, responsible foitlad firm’s investment banking and merchant banking acté/aied a member of its Boe
of Directors. Mr. James joined DLJ in 1975 as areftment Banking associate. He became head of @ldbal mergers and acquisitions
group in 1982, founded DLJ Merchant Banking, Imc1885, and was named Chairman of the Banking Giro@@95 with responsibility for all
of the firm’s investment banking, alternative assahagement and emerging market sales and tradiivifias. Mr. James is a Director of
Costco Wholesale Corporation and Swift River Inmestts, Inc., and has served on a number of othpoate boards. Mr. James is Chairman
Emeritus of the Board of Trustees of American Bdlleeatre, Trustee and member of The Executive Citeerof the Second Stage Theatre,
Vice Chairman of Coldwater Conservations Fund, @slge of Woods Hole Oceanographic Institute anduatée of the Wildlife Conservation
Society.

J. Tomilson Hill is President and Chief Executive Officer of Bladkst Alternative Asset Management (“BAAM”), a Vicéd&rman of
The Blackstone Group and a member of the boardre€trs of our general partner, Blackstone Grougmdjement L.L.C. Mr. Hill previously
served as Co-Head of the Corporate and Mergerdeaqdisitions Advisory group before assuming hisras CEO of BAAM. In his current
capacity,
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Mr. Hill is responsible for overseeing the day-@ydctivities of the group, including investmentrragement, client relationships, marketing,
operations and administration. Before joining Bktokie in 1993, Mr. Hill began his career at Fires®n, later becoming one of the Co-
Founders of its Mergers & Acquisitions Departméiiter running the Mergers & Acquisitions DepartmantSmith Barney, he joined Lehman
Brothers as a partner in 1982, serving as Co-Heddsabsequently Head of Investment Banking. Léieiserved as Co-Chief Executive
Officer of Lehman Brothers and Co-President andd3@0® of Shearson Lehman Brothers Holding Inc. Mil idia graduate of Harvard
College and the Harvard Business School. He isralmee of the Council on Foreign Relations where ters the Investment Committee and
serves on the Council’s Board of Directors, ana isember of the Board of Directors of Lincoln Ceritkeater, where he is President and
Chairman elect. Mr. Hill is Chairman of the Boafdloustees of the Smithsonian’s Hirshhorn Museumh 8aulpture Garden. He serves on the
Board of the Telluride Foundation, the Advantagstifg Foundation, and of Our Lady Queen of Angelsd®l, a parochial school (K-8th
grade) in Spanish Harlem. He is a member of thedo&Directors of OpenPeak Inc. and Advantageimgstnc.

Laurence A. Tosis Chief Financial Officer of Blackstone. Beforénimg Blackstone in 2008, Mr. Tosi was a ManagirgtRer and the
Chief Operating Officer for the Global Markets dnglestment Banking Group of Merrill Lynch & Co.pasition which he held since 2007.
Mr. Tosi joined Merrill Lynch in 1999 and from 20@drough 2007 he was Senior Vice President, Fin&ntor and Principal Accounting
Officer responsible for Merrill Lynch’s global fimae organization, including worldwide accountinggulatory reporting, budgeting and
corporate business development. Mr. Tosi receivBd aa JD and an MBA from Georgetown University.

Robert L. Friedmanis Chief Legal Officer of Blackstone. On joiningagkstone in 1999, Mr. Friedman worked primarilyimr Private
Equity segment and also participated in the wor&wfcorporate and mergers and acquisitions advigoeeration. In early 2003 he was
appointed Chief Administrative Officer and Chiefdad Officer and he continues to participate inwwek of our Private Equity segment and
Financial Advisory segment. Before joining BlackstoMr. Friedman had been a partner with Simpsachiér & Bartlett LLP for 25 years,
where he was a senior member of that law firm’sgees and acquisitions practice. At Simpson Tha&hBartlett LLP, Mr. Friedman advised
The Blackstone Group since we were founded in 1885Friedman currently serves as a director ofsARapital Holdings Limited, FGIC
Corporation, TRW Automotive Holdings Corp. and Thdia Fund, Inc., and has served on a number @rdibards. He is a member of the
Board of Advisers of the Institute for Law and Eoarics of the University of Pennsylvania, a memtfghe Board of Visitors of Columbia
College and a Trustee of The Nantucket Land Cou@tiess-in-the-Schools and New Alternatives ford®an, Inc.

Sylvia F. Mosdgs Senior Managing Director—Administration at Blatdne. Ms. Moss has firm wide responsibility for buman
resources, information technology, research, tisliand general administrative matters. Befonaifjgj Blackstone in 1997, she was the
Director of Administration at Schulte, Roth & Zatzld the Director of Operations at Chadbourne &®&adprior to that, Ms. Moss was the
Executive Director at Kramer, Levin, Naftalis, NessKamin & Frankel, and a Director at Booz Allearkilton.

Joan Solotaris Senior Managing Director—Public Markets at Blstthke. Ms. Solotar has management responsibilitgtfareholder
relations and public affairs. She also guides ittme 6n analyzing strategic development opportusitiad advises Blackstone fund portfolio
companies on their positioning in the public equitstrkets. Before joining Blackstone in 2007, Msdgai was with Banc of America Securit
where she was a Managing Director and Head of draésearch. She started her career in equity i@seaiThe First Boston Corporation and
prior to joining Bank of America was part of thedncial services team at Donaldson, Lufkin & Jearand later with CSFB as a Managing
Director. Ms. Solotar was ranked each year fromb1®2002 in the Brokers and Asset Management oggegn the Institutional Investor All-
America Research Team, and consistently rankedyhighhe Greenwich Survey of portfolio managerse&lso served as Chairperson of the
Research Committee for the Securities Industry gission. Ms. Solotar received a BS in Managemefdrination Systems at the State
University of New York at Albany and an MBA in Finee at New York University. She is currently on Beard of Directors of the East
Harlem Tutorial Program.
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Richard H. Jenretteis a member of the board of directors of our gergaetner. Mr. Jenrette was elected to the boawtirettors of our
general partner effective July 14, 2008. Mr. Jaaristthe retired former Chairman and Chief Exesu@®fficer of The Equitable Companies
Incorporated and the co-founder and retired Chairerad Chief Executive Officer of Donaldson, Lufl@nlenrette, Inc. He is also a former
Chairman of The Securities Industry Association has served in the past as a director or trusté@eMcGraw-Hill Companies, Advanced
Micro Devices Inc., the American Stock Exchangee Rockefeller Foundation, The Duke Endowment, thavé&fsity of North Carolina, New
York University and The National Trust for HistoReeservation.

Jay O. Lightis a member of the board of directors of our gdngaetner. Mr. Light was elected to the board ogdiors of our general
partner effective September 18, 2008. Mr. Lighhis Dean of Harvard Business School. Prior to béegriean in April 2006, Mr. Light was
Senior Associate Dean, Chairman of the Finance ,fme@ a professor teaching Investment Managemepit& Markets, and Entrepreneurial
Finance for 30 years. Mr. Light is a director oé tHarvard Management Company, a director of PartHerlthCare (the Mass General and
Brigham & Women'’s Hospitals) and chairman of itgdatment Committee, a member of the Investment Gttewrof several endowments, a
director of several private firms, and an advisasftee to several corporate and institutional pobtsapital. In prior years until 2008, Mr. Light
was a Trustee of the GMO Trusts, a family of mufualds for institutional investors.

The Right Honorable Brian Mulroneyis a member of the board of directors of our gdraetner. Mr. Mulroney was elected to the b
of directors of our general partner effective Jahe2007. Mr. Mulroney is a senior partner andrimiional business consultant for the
Montreal law firm, Ogilvy Renault LLP/ S.E.N.C.R,G.r.1. Prior to joining Ogilvy Renault, Mr. Mulney was the eighteenth Prime Ministe
Canada from 1984 to 1993 and leader of the Progee€onservative Party of Canada from 1983 to 1888served as the Executive Vice
President of the Iron Ore Company of Canada ansid&met beginning in 1977. Prior to that, Mr. Muleynserved on the Cliché Commission of
Inquiry in 1974. Mr. Mulroney is a member of theaBd of Directors of Barrick Gold Corporation, Quebelnc., Independent News and
Media, PLL, Said Holdings Limited; Quebecor Medi&., the World Trade Center Memorial Foundation Whthdham Worldwide
Corporation. In prior years until 2009, Mr. Mulrgn@as a member of the Board of Directors of Ardhaniels Midland Company and
Quebecor World Inc.

William G. Parrettis a member of the board of directors of our gdn@aetner. Mr. Parrett was elected to the boardikctors of our
general partner effective November 9, 2007. Uney\81, 2007, Mr. Parrett served as the Chief Exee@fficer of Deloitte Touche
Tohmatsu. Certain of the member firms of Deloitidhe Tohmatsu or their subsidiaries and affiligiewvide professional services to The
Blackstone Group L.P. or its affiliates. Mr. Parm-founded the Global Financial Services Induptgctice of Deloitte and served as its first
Chairman. Currently, Mr. Parrett is Chairman of thated States Council for International Businesd an the executive committee of the
International Chamber of Commerce. He is also @mair of the Board of Trustees of United Way Worldsvathd on the Board of Trustees of
Carnegie Hall. Mr. Parrett also serves as a trust@éée Catholic University of America. Mr. Parretta member of the board of directors of
Thermo Fisher Scientific Inc., Eastman Kodak Comypamd UBS AG, and is on the audit committee of ezfdhese companies as well as the
compensation committee of Kodak and public policpnmittee of Thermo.

Board Composition

Our general partner seeks to ensure that the ldatidectors of our general partner is composeshembers whose particular experience,
gualifications, attributes and skills, when takegether, will allow the board to satisfy its oveldi responsibilities effectively. In identifying
candidates for membership on the board of directbair general partner, Mr. Schwarzman takesastmount (a) minimum individual
gualifications, such as strength of character, negudgment, industry knowledge or experience andlality to work collegially with the othe
members of the board of directors, and (b) all othetors he considers appropriate.
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After conducting an initial evaluation of a cand&laMr. Schwarzman will interview that candidatéé believes the candidate might be
suitable to be a director and may also ask theidatedlto meet with other directors and senior mamant. If, following such interview and &
consultations with senior management, Mr. Schwarzb®dieves a candidate would be a valuable additighe board of directors, he will
appoint that individual to the board of directofoar general partner.

When considering whether the board’s directors lihgeexperience, qualifications, attributes antisskaken as a whole, to enable the
board to satisfy its oversight responsibilitieseefively in light of the Partnership’s business atrdcture, Mr. Schwarzman focused on the
information described in each of the board membagraphical information set forth above. In pautar, with regard to Mr. Jenrette, Mr.
Schwarzman considered his extensive financial hackgl and experience in a variety of senior leddpmoles, including his roles at
Donaldson, Lufkin & Jenrette, Inc. and The EquiéaBbmpanies Incorporated. With regard to Mr. Light, Schwarzman considered his
distinguished career as a professor and dean atHbaBusiness School with extensive knowledge apertise of the investment management
and capital markets industries. With regard to Mulroney, Mr. Schwarzman considered his distingedshareer of government service,
especially his service as the Prime Minister of &bkmn With regard to Mr. Parrett, Mr. Schwarzmansiered his significant experience,
expertise and background with regard to accountiaiers and his leadership role at Deloitte.

Partnership Management and Governance

Our general partner, Blackstone Group Managemén€L,. manages all of our operations and activiti@st general partner is authorized
in general to perform all acts that it determireebe necessary or appropriate to carry out ourqegpand to conduct our business. Our
partnership agreement provides that our generéihgrain managing our operations and activitiemistled to consider only such interests and
factors as it desires, including its own intereats] will have no duty or obligation (fiduciary atherwise) to give any consideration to any
interest of or factors affecting us or any limigattners, and will not be subject to any differstiaindards imposed by the partnership agree
the Delaware Limited Partnership Act or under atheplaw, rule or regulation or in equity. Blacks¢oGroup Management L.L.C. is wholly-
owned by our senior managing directors and corttidily our founder, Mr. Schwarzman. Our common whikrs have only limited voting
rights on matters affecting our business and toeedfiave limited ability to influence managemengsisions regarding our business. The
voting rights of our common unitholders are limigegiset forth in our partnership agreement anbddérDelaware Limited Partnership Act.

Blackstone Group Management L.L.C. does not recaiyecompensation from us for services renderers tas our general partner. Our
general partner is reimbursed by us for all expeftsacurs in carrying out its activities as gealgrartner of the Partnership, including
compensation paid by the general partner to iesctrs and the cost of directors and officers liighinsurance obtained by the general partner.

The limited liability company agreement of BlackstoGroup Management L.L.C. establishes a boardreftdrs that is responsible for
the oversight of our business and operations. @oel partner’'s board of directors is electedcopadance with its limited liability company
agreement, where our senior managing directors agreed that our founder, Mr. Schwarzman will hidneepower to appoint and remove the
directors of our general partner. The limited ligpicompany agreement of our general partner glesithat at such time as Mr. Schwarzman
should cease to be a founder, Hamilton E. Jamésh&ileupon succeed Mr. Schwarzman as the solafogmember of our general partner,
and thereafter such power will revert to the memlaéour general partner holding a majority in it in our general partner. We refer to the
board of directors of Blackstone Group ManagemehtQ as the “board of directors of our general parf’ The board of directors of our
general partner has a total of seven members imgddur members who are not officers or employeesl, are otherwise independent, of
Blackstone and its affiliates, including our gethg@atner. These directors, namely Messrs. Jentdtiat, Mulroney and Parrett, to whom we
refer as independent directors, meet the indepeedsiandards established by the New York Stock &xgh and SEC rules.
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The board of directors of our general partner heset standing committees: the audit committeectimélicts committee and the execut
committee.

Audit Committee. The audit committee consists of Messrs. Par@Ha{rman), Jenrette, Light and Mulroney. The puepoisthe audit
committee is to assist the board of directors aicRstone Group Management L.L.C. in overseeingnaoiitoring (1) the quality and integrity
of our financial statements, (2) our compliancenviégal and regulatory requirements, (3) our indeleat registered public accounting firm’s
qualifications and independence and (4) the pedimce of our independent registered public accogritim. The members of the audit
committee meet the independence standards andi@tditeracy requirements for service on an aadinmittee of a board of directors
pursuant to the New York Stock Exchange listingndtads applicable to audit committees. The boaudirettors of our general partner has
determined that Mr. Parrett is an “audit commifieancial expert” within the meaning of Item 407@&}) of Regulation S-K. Mr. Parrett serves
on the audit committees of four public companiesluding Blackstone. The board of directors of general partner determined at its
November 2008 meeting that upon considerationlogEldvant facts and circumstances known to thedobdirectors, Mr. Parre's
simultaneous service on the audit committees af poiblic companies does not impair his ability tieetively serve on the audit committee of
the board of directors of our general partner. ahait committee has a charter which is availablewninternet website at
http://ir.blackstone.com/governance.cfm.

Conflicts Committee The conflicts committee consists of Messrs. Rardenrette, Light and Mulroney. The conflicts coittee reviews
specific matters that our general partner’s bo&mirectors believes may involve conflicts of irest. The conflicts committee determines if the
resolution of any conflict of interest submittedttcs fair and reasonable to the Partnership. Awaters approved by the conflicts committee
are conclusively deemed to be fair and reasonahls and not a breach by us of any duties we maytowur common unitholders. In
addition, the conflicts committee may review angrape any related person transactions, other thasetthat are approved pursuant to our
related person policy, as described under “ltemCE8tain Relationships and Related Transactiors$Qirector Independence”, and may
establish guidelines or rules to cover specifiegaties of transactions. The members of the caaftiommittee meet the independence
standards for service on an audit committee ofeadof directors pursuant to federal and New Yadck Exchange rules relating to corporate
governance matters.

Executive Committee The executive committee of the board of directdrBlackstone Group Management L.L.C. consistslegsrs.
Schwarzman, James and Hill. The board of dirediassdelegated all of the power and authority offtiidooard of directors to the executive
committee to act when the board of directors isimsession.

Meetings

During 2009, our board of directors had four regylacheduled and special meetings, and our aoditngittee had eight meetings. None
of our directors attended fewer than 75% of thereg@gte number of meetings of the board of dire@odscommittees of the board on which
the director served.

Code of Business Conduct and Ethics

We have a Code of Business Conduct and Ethics &utla of Ethics for Financial Professionals, whagiply to our principal executive
officer, principal financial officer and principatcounting officer. Each of these codes is avalalpl our internet website at
http://ir.blackstone.com/governance.cfm. We intemdisclose any amendment to or waiver of the Qudethics for Financial Professionals
and any waiver of our Code of Business Conductithéts on behalf of an executive officer or direadher on our Internet website or in an
8-K filing.

Corporate Governance Guidelines

The board of directors of our general partner hgsvernance policy, which addresses matters suteasoard of directors’
responsibilities and duties and the board of dinesttcomposition and compensation. The governantieypis available on our internet website
at http://ir.blackstone.com/governance.cfm.
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Communications to the Board of Directors

The non-management members of our general partneaisl of directors meet at least quarterly. Thessigling director at these non-
management board member meetings is Mr. Parrdtint&fested parties, including any employee othalder, may send communications to
the non-management members of our general pastheerd of directors by writing to: The BlackstdBmup L.P., Attn: Audit Committee, 3
Park Avenue, New York, New York 10154.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchange Act of41@3 amended, requires the executive officerdaerdtors of our general partner, and
persons who own more than ten percent of a regidtelass of the Partnership’s equity securiti€fleanitial reports of ownership and reports
of changes in ownership with the SEC and furnighRhartnership with copies of all Section 16(a) fethey file. To our knowledge, based
solely on our review of the copies of such repfrtaished to us or written representations fromhspersons that they were not required to file
a Form 5 to report previously unreported ownershiphanges in ownership, we believe that, with eesfo the fiscal year ended Decembel
2009, such persons complied with all such filinguieements, with the exception of a Form 4 filinglmehalf of Ms. Sylvia F. Moss, Senior
Managing Director-Administration of Blackstone, which reported ladeg to administrative oversight, sales of our commuoits pursuant to
sales plan that was effectuated on each of 45 catige trading days.
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ITEM 11. EXECUTIVE COMPENSATION
Compensation Discussion and Analysis
Overview of Compensation Philosophy and Program

The intellectual capital collectively possessedby senior managing directors (including our nareeecutive officers) and other
employees is the most important asset of our fikfa.invest in people. We hire qualified people,rtrdiem, encourage them to provide their
best thinking to the firm for the benefit of thev@stors in our funds and our advisory clients, emipensate them in a manner designed to
retain and motivate them and align their inter@sts those of the investors in the funds we mareggthe clients we advise.

Our overriding compensation philosophy for our semhanaging directors and certain other employgésait compensation should be
composed primarily of (1) annual cash paymentstiietie performance of the applicable businesg3)riit which such employee works;
(2) longterm carried interest tied to the performance efittvestments made by the funds in the businessruwihich such employee works
for which he or she has responsibility; (3) defareguity awards reflecting the value of our commaits; and (4) additional cash payments
to extraordinary performance of such employee bewtircumstances (for example, if there has besraage of role or responsibility). We
believe base salary should represent a significdesglser component of total compensation. We belibe appropriate combination of annual
cash payments and long-term carried interest arosd equity awards encourages our senior managiactors and other employees to focus
on the underlying performance of our investmentiuand objectives of our advisory clients, as asglthe overall performance of the firm and
interests of our common unitholders. To that ehd,drimary form of compensation to our senior mamagdirectors and other employees who
work in our carry fund operations is generally anbination of annual cash payments related to tif@peance of those carry fund operations
and carried interest awards, while the primary fofmompensation to our senior managing directocsa@her employees who do not work in
our carry fund operations is generally a combimatibannual cash payments tied to the performahteecapplicable business unit in which
such employee works and deferred equity awardshwdnie a prescribed percentage of their annual gagments under our Deferred
Compensation Plan.

Employees at higher total compensation levels anelly targeted to receive a greater percenthtfeev total compensation payable in
participation in carried interest or deferred egaivards and a lesser percentage in cash compaezdpgioyees who are paid less. We believe
that the proportion of compensation that is “dt’righat is, carried interest and deferred equityaeds) should increase as an employee’s level
of responsibility rises. In general, our named exige officers with the highest level of responbipihave the lowest percentage of their
compensation fixed in the form of base salary d&edhtighest percentage of their compensation at risk

Our compensation program includes significant elesthat discourage excessive risk taking and aliga compensation of our
employees with the long-term performance of the fiFor example, notwithstanding the fact that werae compensation for our Carry Plans
(as defined below) as increases in the carryingevaf the portfolio investments are recorded inaaury funds, we only actually make cash
payments of carried interest to our employees wirefitable investments have been realized and isagistributed first to the investors in our
funds, followed by the firm and only then to empeyg of the firm. Moreover, if a carry fund failsachieve specified investment returns due to
diminished performance of later investments, ounCRBlans entitle us to claw back carried intepsstments previously made to an employee
for the benefit of the limited partner investordhiat fund, and we escrow a portion of all carirgdrest payments made to employees to fund
their potential future clawback obligations, allvatfich further discourages excessive risk-takingbgemployees. In addition, and as noted
below with respect to our named executive officdrs,requirement that we have many of our profesdiemployees invest in certain of the
funds they manage directly aligns the interessunfprofessionals and our investors. Lastly, bee@us deferred equity awards have signifi
vesting provisions, the actual amount of compearattalized by the recipient will be tied diredtitythe longterm performance of our comm
units.
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We believe our current compensation and beneétations are best in class and are consistentogitipanies in the alternative asset
management and financial advisory industries. Waatgyenerally rely on compensation surveys or amsption consultants. Our senior
management periodically reviews the effectiveness@mmpetitiveness of our compensation programe¢hvrgviews may in the future involve
the assistance of independent consultants.

Personal Investment Obligation#&\s part of our compensation philosophy and pnognae require our named executive officers to
personally invest their own capital in and alongdide funds that we manage as we believe thatigthens the alignment of interests among
our executive officers and the investors in thasestment funds. (See Item 13. “Certain RelatiqgmshRelated Person Transactions and
Director Independence—Side-By-Side and Other Imaest Transactions.”) In determining compensatiarofag named executive officers, we
do not take into account the gains or losses atatfile to the personal investments by our namedutixe officers in our investment funds.

We also require each of our named executive offitehold at least 25% of their vested units thiotggir employment with the firm and
thereafter until the expiration of the covenantduded in their respective non-competition and soheitation agreements, which are descri
below. We believe the continued ownership by oumea executive officers of significant amounts of equity through their direct and
indirect interests in the Blackstone Holdings parships affords significant alignment of interesth our common unitholders.

Compensation Elements for Named Executive Officers

The key elements of the compensation of the exeeafificers listed in the table below (“named exaaiofficers”) for 2009 were base
compensation, which is comprised of salary, bomasegjuity-based compensation, and performancedi@@ensation, which is comprised of
carried interest and performance fee allocations:

1. Base Salary Each named executive officer received a $350a00ial base salary in 2009, which equals the yetlly partnership
draws that were received by each of our senior giagalirectors prior to our initial public offeririg 2007. In keeping with historical practice,
we continue to pay this amount as a base salary.

2. Annual Cash Payments / Deferred Equity Awar8ce our initial public offering, Mr. Schwarzmhas not received any
compensation other than the $350,000 annual sdésgribed above and the actual realized carrieddst gain distributions he may receive in
respect of his participation in the carried inteéemrned from our carry funds through our CarrynBldescribed below. We believe that having
Mr. Schwarzman’s compensation largely based on ostiiye of a portion of the carried interest earneanf our carry funds aligns his interests
with those of the investors in our carry funds and common unitholders.

Each of our named executive officers other than3¢hwarzman received annual cash payments in 28@%hd their base salary. With
the exception of Mr. Hill these cash payments idelparticipation interests in the earnings of i@’ various investment and advisory
businesses. Indicative participation interests vaéselosed to a named executive officer at therb@gg of the relevant year and represent
estimates of the expected percentage participtt@mirsuch named executive officer may have in éhevant business unit(s)’ earnings.
However, the ultimate cash payments paid to theega@xecutive officer at the end of the year in eespf his participation interests were
determined in the discretion of Mr. Schwarzmargansultation with Mr. James, as described below.Hilt, who has primary responsibility
for BAAM, our funds of hedge funds operation, reeei cash payments that were based upon the perioentd that business. We make ani
cash payments in the first quarter of the ensuewsy Yo reward individual performance for the pgiear. Earnings are calculated based on the
annual operating income of a business unit andi@nerally a function of the performance of suchrmss unit, which is evaluated by
Mr. Schwarzman and subject to modification by Mech®&arzman in his sole discretion. The ultimate qasyment amounts were based on
(1) the prior and
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anticipated performance of the named executive(ffi(2) the prior and anticipated performancehefsegments and product lines in which
officer serves and for which he has responsibilityd (3) the estimated participation interests migethe officer at the beginning of the year.
The ultimate cash payments that are made aredidbyetionary as further discussed below under “teBrination of Incentive
Compensation”.

Certain key personnel participate in our DeferrednPensation Plan. For 2009, Mr. Hill was the ordyned executive officer to
participate in our Deferred Compensation Plan. Dh&erred Compensation Plan provides for the autmnaiandatory deferral of a portion of
each participant’s annual cash payment. The podéfarred is prescribed under the Deferred CompiemsBlan. By deferring a portion of a
participant’s compensation for up to three yedrs,eferred Compensation Plan acts as an employmtemtion mechanism and thereby
enhances the alignment of interests between sutigipant and the firm. (See “—Narrative DisclostweSummary Compensation Table and
Grants of Plan-Based Awards in 2009—Deferred Corsgtion Plan”.) Many asset managers that are publigpanies utilize deferred
compensation plans as a means of retaining andvatioij their professionals, and we believe that ib the interest of our unitholders to do
same for our personnel. Mr. Hill received an eqaityard of 357,820 deferred restricted common wnmitdanuary 14, 2010 in respect of his
service in 2009 under the Deferred Compensation, Rlaich was approximately equal to (and paiden I6f) 40% of the annual cash payment
that he would have otherwise been paid, as prestrbder the Deferred Compensation Plan describledvb This award will be reflected in
next year's Grants of Plan-Based Awards table.

In addition, Mr. Tosi received a discretionary eguaward of 50,000 deferred restricted Blackstooddihigs Partnership Units under our
2007 Equity Incentive Plan. (See “—Narrative Distite to Summary Compensation Table and Grantsaof Based Awards in 2009—
Deferred Compensation Plan”.) This award will disoreflected in next year’s Grants of Plan-Base@#ls table.

3. Participation in Carried Interest During 2009 all of our named executive officetises than Mr. Hill participated in the carried irgest
of our carry funds through their participation irsts in the carry pools generated by the genaréhers of these funds. We refer to these carry
pools and employee participation therein as ourf{CRBlans”.Because the aggregate amount of carried intergabpathrough our Carry Pla
is directly tied to the realized performance of tlhery funds, we believe this fosters a strongraignt of interests among the investors in those
funds and these named executive officers, andftrerbenefits our unitholders. In addition, mosealative asset managers, including several
of our competitors, use participation in carrietbiest as a central means of compensating and atiativtheir professionals, and we believe
that we must do the same in order to attract atadrréhe most qualified personnel. For purposesunffinancial statements, we are treating the
income allocated to all our personnel who haveigipgtion interests in the carried interest gerestdty our carry funds as compensation and
accruals of this compensation expense are reflegtédll Other Compensation” in the Summary Compgios Table. To the extent there is a
reduction of previously allocated and accrued edrimnterest, then such accruals are reversed antbthpensation expense is decreased by the
same amount. Actual carried interest cash disinbatto our named executive officers and other eyg®s who participate in our Carry Plans
depends on the actual performance and timing ofdlsé realizations of the investments owned byc#ney funds in which they participate.

The percentage participation of named executiviea in the carried interest varies by year, itmest fund and, with respect to each
carry fund, may vary by investment. For our catmyds, carried interest distributions for the nareeecutive officer$ participation interests ¢
generally made to the named executive officer faihy the actual realization of the investment, @ltph a portion of such carried interest is
held back by the firm in respect of any future \teck” obligation related to the fund. In allocating peigiation interests in the carry pools,
have not historically taken into account or basethsallocations on any prior or projected trigggraf any “clawback’obligation related to ar
fund. To the extent any “clawback” obligation wegdered, carried interest previously distributectnamed executive officer would have to
be returned to the limited partners of such fuhdreby reducing the named executive officer’'s dvemmpensation for any such
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year. Moreover, because a carried interest redigieciuding Blackstone itself) may have to fundmathan his or her respective share
“clawback” obligation under the governing documegtsnerally, up to an additional 50%), there isghssibility that the compensation paid to
a named executive officer for any given year cdiddsignificantly reduced in the event a “clawbackfigation arises.

Participation in carried interest generated byaarry funds for all participating named executi¥cers other than Mr. Schwarzman is
subject to vesting. Vesting serves as an employme¢antion mechanism and thereby enhances thenadighof interests between a participant
in our Carry Plans and the firm. Each participatiagned executive officer (other than Mr. Schwarzmasts in 25% of the carried interest
related to an investment immediately upon the nlpsif the investment by a carry fund with the remdar vesting in equal installments on the
first through third anniversary of the closing bét investment (unless an investment is realizeat o the expiration of such three-year
anniversary, in which case such executive offisetdemed 100% vested in the proceeds of suchatalig). We believe that vesting of carr
interest participation enhances the stability af senior management team and provides greatertimesrior our named executive officers to
remain at the firm. Due to his unique status asuader and the lontime chief executive officer of our firm, Mr. Schrzanan vests in 100%
his carried interest participation related to amyeistment by a carry fund upon the closing of imag¢stment.

4. Other Benefits Upon the consummation of our initial public offeg in June 2007, we entered into a founding meragezement with
our original co-founder, Mr. Schwarzman, which pdes specified benefits to him following his retirent. (See “—Narrative Disclosure to
Summary Compensation Table and Grants of Plan-B&sedds Table—Schwarzman Founding Member Agreemgent”

Determination of Incentive Compensation

As one of our original co-founders, Mr. Schwarznsats his own compensation and makes all final detations regarding each named
executive officer's compensation, based in large @a recommendations from Mr. James. For 200&eltecisions were based primarily on
Mr. Schwarzman’s assessment of such named exeaffiger’s individual performance, operational pmrhance for the segments or product
lines in which the officer serves or for which reshesponsibility, and the officer’s potential tthance investment returns for the investors in
our funds and service to our advisory clients, ematribute to long-term unitholder value. In evding these factors, Mr. Schwarzman, in
consultation with Mr. James, relied upon his judgtrte determine the ultimate amount of a named @tiee officer’'s annual cash payment ¢
participation in carried interest that was necestaproperly induce the named executive officese¢ek to achieve our objectives and reward a
named executive officer in achieving those objexgiover the course of the prior year. Key factoas Mr. Schwarzman, in consultation with
Mr. James, considered in making such determinafiaisde: prior and anticipated performance comgéoethe operational and strategic gc
established for the named executive officer; natszepe and level of responsibilities; the compgosaf individuals with similar
responsibilities at comparable firms; and contitruto the firm’s commitment to create and maintaifiduciary culture in which the interests
of the investors in our funds and the objectiveswfadvisory clients are paramount. For 2009, $¢hwarzman, in consultation with
Mr. James, also considered each named executieeitéf prior-year annual cash payments, indicapiagicipation interests disclosed to the
named executive officer at the beginning of therykis allocated share of carried interest thropgticipation in our Carry Plans, the
appropriate balance between incentives for longr@nd short-term performance, and the compenspéimhto the named executive officer’s
peers within the firm.

Minimum Retained Ownership Requirements

The minimum retained ownership requirements forrmmed executive officers are described below ufidétarrative Disclosure to
Summary Compensation Table and Grants of Plan-B&aedds Table in 2009—Minimum Retained Ownershigi®Rements and Transfer
Restrictions for Named Executive Officers.”
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Compensation Committee Report

The board of directors of our general partner daghave a compensation committee. The executineritiee of the board of directors
identified below has reviewed and discussed withagament the foregoing Compensation DiscussiorAamadl/sis and, based on such review
and discussion, has determined that the Compendaiszussion and Analysis should be included is #rinual report.

Stephen A. Schwarzman, Chairman
Hamilton E. James
J. Tomilson Hill

Compensation Committee Interlocks and Insider Partipation

As described above, we do not have a compensatiomitee. Our co-founder Mr. Schwarzman makesuhsompensation
determinations in consultation with Mr. James. &alescription of certain transactions between ds\iin Schwarzman, see “ltem 13. Certain
Relationships, Related Transactions and Directdependence.”
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Summary Compensation Table

The following table provides summary informatiomcerning the compensation of our Chief ExecutivBo®f, our Chief Financial
Officer and each of our three other most highly pensated employees who served as executive ofit&ecember 31, 2009, for services
rendered to us during 2009, 2008 and 2007. Thekeiduals are referred to as our named executifieas§ in this annual report.

Prior to our June 2007 initial public offering, auemed executive officers and our other senior miagadirectors did not receive any
salary or “bonusand instead received only distributions in respét¢heir ownership interests in our businesseschhistributions were basi
on their respective percentage interests in thétgmf our firm and in respect of their allocatgltares of the carried interest or incentive fees
payable in respect of our investment funds. Thésteiloutions are not reflected as compensatioméntable below. Accordingly, because our
initial public offering was in June 2007, the amtsuimdicated in the table below for 2007 only reflpaid salary for the approximate six-month
period following our initial public offering.

As part of the reorganization we effected priootw June 2007 initial public offering (our “IPO’8ach of the named executive officers
(other than Mr. Tosi, who joined us in Septembd&Contributed to Blackstone Holdings their insein the entities comprising our busir
and in return received Blackstone Holdings Partniprenits. The aggregate grant date fair valueéheftbtal amount of Blackstone Holdings
Partnership Units that each of those named exexofiicers received in 2007 has been recognizethaspense for financial statement
reporting purposes in accordance with Financialohoding Standards Board (FASB) Accounting Stand@uadification Topic 718,
Compensation—Stock Compensation (“ASC Topic 718here are additional contractual arrangements weresh into with our named
executive officers at the time of our IPO and thftey, including a Tax Receivable Agreement, tieldte to payments to our named executive
officers that are not compensatory and are destiib8tem 13. Certain Relationships, Related Teart®ns and Director Independence.”

All Other
Compensatior
Stock
Name and Principal Position Year Salary (1) Bonus Awards (2) 3 Total
Stephen A. Schwarzman, 200¢ $350,00( $ — $ — % (759,21) $ (409,21°)
Chairman and 200¢ $350,00( $ = $ —  $2,297,63. $ 2,647,63.
Chief Executive Office 2007 $175,00 $ = $7,813,092,93 $ 179,48: $7,813,447,41
Hamilton E. James, 200¢ $350,00( $19,450,00 $ — % (784,769 $ 19,015,23
President and 200¢ $350,00( $15,376,96 $ — $1,683,61 $ 17,410,57
Chief Operating Office 2007 $175,00( $16,382,91 $1,630,508,92 $ 56,7744) $1,647,123,61
J. Tomilson Hill, 200¢ $350,00( $ 6,057,50% $ 4,499,39: $ = $ 10,906,89
Vice Chairman 200¢ $350,00( $ 5,350,00r*  $ 3,213,47" $ = $ 8,913,47!
2007 $175,00C $15,825,00 $ 556,603,04 $ — $ 572,603,04
Laurence A. Tosi, 200¢ $350,00( $ 3,650,00! $ 608,06: $ 46,42¢ $ 4,654,48!
Chief Financial Office 200¢ $116,66¢ $ 3,383,33. $ 12,379,76 $ — $ 15,879,76
Robert L. Friedman 200¢ $350,00( $ 3,150,00! $ — $ (172,49) $ 3,327,50!
Chief Legal Officer 200¢ $350,00( $ 4,006,76! $ — $ 309,31¢ $ 4,666,08:
2007 $175,00C $ 3,599,52! $ 235546,30 $ 13,49¢ $ 239,334,33

*  Amount of bonus after deferral of $4,092,500 punsua the Deferred Compensation Pl

**  Amount of bonus after deferral of $3,800,000 punsua the Deferred Compensation Pl

(1) The salaries for 2007 shown represent paymentas# balary for the period following the initial fiakoffering.

(2) The reference t“stocl” in this table refers to Blackstone Holdings Parthgr Units or deferred restricted common units. Ants for
2009, 2008 and 2007 represent the grant datedhievof stock awards granted in a given year, cdetpin accordance with ASC Topic
718. The stock awards reported in 2007 repre
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®3)

the aggregate grant date fair value of unvestediBtane Holdings Partnership Units received byniimed executive officers as pari

the reorganization prior to our IPO computed incedance with ASC Topic 718. The grant date faiueadf each of those Blackstone
Holdings Partnership Units granted in 2007 was &1unit (as required for GAAP reporting purposasjontrast to the much lower
trading prices for such units in 2009 ($13.12 pa&t at December 31, 200¢

Amounts included for 2009, 2008 and 2007 regmean amount of compensation expense (positivegative) recorded by us on an
accrual basis in respect of carried interest ationa relating to our Carry Plans to the named etiee officers in 2009, 2008 and, in
2007, for the period subsequent to our June 20@@lipublic offering. These amounts do not reflactual cash carried interest
distributions to the named executive officers dgsuch periods relating to our Carry Plans. For ®AAporting purposes, these amounts
are classified as compensation expense due tatinead of carried interest related to unrealizagsiments as of the last day of the
relevant period as if the investments in the fugeiserating such carried interest were realized #gedast day of the relevant period.
Compensation expense may also be negative in e ef a reversal of previously allocated carriggliest to certain personnel due to
negative adjustments in the fair value of certairtfplio investments. The ultimate amount of acttelried interest distributions that may
be generated in connection with such investmerdssabsequently distributed to our named executifiesos may be more or less than
the amounts indicated and is not knowable at tiris.tFor the periods presented, perquisites anet gitrsonal benefits to the named
executive officers were less than $10,000 and therénformation regarding perquisites and othespeal benefits has not been
included. Mr. Schwarzman makes business and pdraseaf a car and driver and he and members dahidy also make business and
personal use of an airplane in which we have difnaal interest and in each case he bears thedst of such personal usage. In addit
certain Blackstone personnel administer personétiensafor Mr. Schwarzman and he bears the fullem@ntal cost to us of such
personnel. Mr. James makes occasional personalfaseairplane in which we have a fractional ing¢1@nd he bears the full cost of such
personal usage. There is no compensation expenseed by us in connection with the use of anyasat driver, airplane or personnel
either of Messrs. Schwarzman or James, as desaltm, and accordingly the amounts reflected disOther Compensation” in the
table above solely reflect compensation expenseded by us in respect of carried interest allacetifor these named executive officers
in 2009, 2008 and, in 2007, for the period subsetiteeour June 2007 initial public offerin

During 2009, cash distributions to our named exeeudfficers in respect of Blackstone legacy fuads investments that were not

contributed to Blackstone Holdings pursuant torderganization were $7.8 million to Mr. Schwarzm&@,2 million to Mr. James, $0.8 milli
to Mr. Hill, $0.0 million to Mr. Friedman, and $0rfillion to Mr. Tosi. Cash distributions to our nachexecutive officers during 2008 in
respect of Blackstone legacy funds and investntbatswere not contributed to Blackstone Holdingsspant to the reorganization were $0.3
million to Mr. Schwarzman, $0.1 million to Mr. Jag&0.0 million to Mr. Hill, and $0.0 million to MiFriedman. Cash distributions to our
named executive officers in respect of the perartbidry 1 through June 21, 2007 were $309.6 mittoMr. Schwarzman, $74.2 million to
Mr. James, $25.7 million to Mr. Hill and $16.6 ot to Mr. Friedman. During the period from June 2@07 through December 31, 2007, «
distributions to our named executive officers igpect of Blackstone legacy funds and investmeiatsvilere not contributed to Blackstone
Holdings pursuant to the reorganization were $4dilbon to Mr. Schwarzman, $7.7 million to Mr. Jameé4.4 million to Mr. Hill, and $2.6
million to Mr. Friedman.
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Grants of Plan-Based Awards in 2009
The following table provides information concernimgjt awards granted in 2009 to our named execufffieers.

All Other
Stock Awards: Grant Date
Number of Fair Value
Shares of Stocl of Stock and
Grant Option
Name Date or Units (1) Awards (1)
Stephen A. Schwarzm: — $ —
Hamilton E. Jame — $ —
J. Tomilson Hill 1/15/200¢ 109,03¢ $ 518,39¢
Laurence A. Tosi (2 1/15/200¢ 699,84! $3,737,17.
Robert L. Friedmal — $ —

(1) The references to “stock” or “shares” in ttable refer to deferred Blackstone Holdings Partripr&nits or our deferred restricted
common units

(2) Represents deferred restricted Blackstone Holdiaggership Units granted under The Blackstone @GtoR. 2007 Equity Incentiv
Plan.

Narrative Disclosure to Summary Compensation Tabland Grants of Plan-Based Awards in 2009
Terms of Blackstone Holdings Partnership Units

Our pre-IPO owners, including our named executifieers, received Blackstone Holdings Partnershiité)in the reorganization in
exchange for the contribution of their equity ie&s in our operating subsidiaries to Blackstonklidgs. Subject to the vesting and minimum
retained ownership requirements and transfer o#istns set forth in the partnership agreements®®Blackstone Holdings Partnerships, these
partnership units may be exchanged for our comnmits as described undeitém 13. Certain Relationships, Related Transastamd Directc
Independence—Exchange Agreement” below.

Vesting Provisions The Blackstone Holdings Partnership Units reatiyg our named executive officers (other than MysiTin the
reorganization have the following vesting provison

«  25% of the Blackstone Holdings Partnership Uniteieed by Mr. Schwarzman in the reorganizationdchange for the
contribution of his equity interests in our opemgtsubsidiaries were fully vested, with the remaint5% vesting, subject to
Mr. Schwarzman'’s continued employment, in equakihments on each anniversary of our initial pulslifering (June 21, 2007)
over four years. All of the Blackstone Holdings tRarship Units received by Mr. Schwarzman in tt@ganization in exchange for
his interests in carried interest relating to inkreents made by our carry funds prior to the datéaefcontribution were fully vested;
and

*  25% of the Blackstone Holdings Partnership Uniteieed by each of our other named executive officethe reorganization |
exchange for the contribution of his equity intésén our operating subsidiaries were fully vesteith the remaining 75% vesting,
subject to the named executive officecontinued employment, in installments on eachvansary of our initial public offering ov
up to eight years (five years in Mr. Friedman’se)ag\ll of the Blackstone Holdings Partnership Wnitceived by these named
executive officers in the reorganization in exchafay their interests in carried interest relatingnvestments made by our carry
funds prior to the date of the contribution werkyfuested.

The deferred restricted Blackstone Holdings PastmiprUnits granted to Mr. Tosi in 2008 under th@2&quity Incentive Plan are
subject to the following vesting terms: (1) 100%twé Blackstone Holdings Partnership Units undagythe signen grant to Mr. Tosi (155,7¢
units) will vest on the fifth anniversary of theremencement date of his service with the firm andhi@ deferred restricted Blackstone
Holdings Partnership Units underlying the make-vehgrant (338,381 units) will vest annually in vayincrements over
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a four-year period. The 50,000 deferred restri@kdkstone Holdings Partnership Units granted to Mrsi in 2010 under the 2007 Equity
Incentive Plan will vest ratably over five yearseach anniversary of the grant date.

Each named executive officer will forfeit all unted partnership units once he is no longer in oypley, subject to our retirement
provisions which would generally enable a nameaetiee officer to vest in 50% of the then remainimgested units in respect of a qualify
retirement. See “ltem 11. Executive Compensation-A-8ompensated and Non-Solicitation Agreements—&egnt.” A hamed executive
officer who leaves our firm to accept specifiedayf positions in government service after June8@0 will continue to vest in units as if he
had not left our firm during the period of govermmservice. In addition, upon the death or permadesability of a named executive officer,
all of his unvested partnership units held at timae will vest immediately. Further, in the evefitacchange in control (defined in the
Blackstone Holdings partnership agreements asdbarence of any person becoming the general paofriehe Blackstone Group L.P. other
than a person approved by the current generalgryyny Blackstone Holdings Partnership Units #ratunvested will automatically be
deemed vested as of immediately prior to such ah@mgontrol.

All vested and unvested Blackstone Holdings PastriprUnits (and our common units received in exgedior such Blackstone Holdin
Partnership Units) held by a named executive affict be immediately forfeited in the event he exdally breaches any of his restrictive
covenants set forth in the non-competition and salicitation agreement outlined under “Non-Compatitand Non-Solicitation Agreements”
or his service is terminated for cause.

All of the Blackstone Holdings Partnership Unitse®ed by our named executive officers that wetdesu to vesting are reflected as
“Stock Awards” in the Summary Compensation Tabletli@ year in which received because we must acdousuch units as compensation
expense for financial statement reporting purposes.

All of our named executive officers are subjecthte following minimum retained ownership requirertsesind transfer restrictions in
respect of all Blackstone Holdings Partnership &Jréceived by them as part of the reorganizatiateterred restricted Blackstone Holdings
Partnership Units or our deferred restricted commnuits received by them under the 2007 Equity ItigerPlan. We refer to these Blackstone
Holdings Partnership Units and deferred restri@katkstone Holdings Partnership Units as “subjedtsu’

Minimum Retained Ownership Requirementéhile employed by us and generally for one yeHioWwing the termination of employment,
each of our named executive officers (except asratise provided below) will be required to contirtaéhold (and may not transfer) at least
25% of all vested subject units received by hirher. The requirement that one continue to holeéastl 25% of vested units is subject to the
qualification in Mr. Schwarzman'’s case that in ver will he be required to hold units having a kedvalue greater than $1.5 billion. Subject
units held by current and future personal planwielgicles beneficially owned by the families of areal executive officer are not deemed to be
owned by these individuals for purposes of suchirmim retained ownership requirements. Each of amned executive officers is in
compliance with these minimum retained ownershguirements.

Transfer RestrictionsThe subject units owned by a named executiveaffare subject to the following transfer restaiati, which we
may waive in whole or in part from time to time:

» No more than or-third of the vested subject units held by Mr. Seheman were permitted to be transferred until Rine2009, at
which time two-thirds of the vested subject uniggdime transferable (less any vested subject waitsferred prior to June 21,
2009) and 100% of the vested subject units wilirbasferable after June 21, 20

» No more than or-third of the vested subject units held by our otheemed executive officers (other than Mr. Tosi)eveermitted t
be transferred until June 21, 2009, at which time-thirds of the vested subject units became teaable (less any vested subject
units transferred prior to June 21, 2009) and 100%e vested subject units will be transferabterajune 21, 201(

197



Table of Contents

* No more than or-third of the vested subject units held by Mr. Twsre permitted to be transferred until Septemb@0R9, a
which time two-thirds of the vested subject uniggdime transferable (less any vested subject waitsferred prior to September 2,
2009) and 100% of the vested subject units wilirbasferable after September 2, 2C

Notwithstanding the foregoing, none of our nameelceitive officers may transfer subject units at aime prior to December 31, 2010
other than pursuant to transactions or programeoapg by our general partner.

The foregoing transfer restrictions apply to sgésdges of subject units, grants of options, Bgittwarrants to purchase subject units or
swaps or other arrangements that transfer to andathehole or in part, any of the economic conssmes of ownership of the subject units
other than as approved by our general partner. Xfect that our general partner will approve pledgesansfers to personal planning vehicles
beneficially owned by the families of our pre-IP@reers and charitable gifts, provided that the pésjdransferee or donee agrees to be subjec
to the same transfer restrictions (except as spddibove with respect to Mr. Schwarzman). TrassfeBlackstone are also exempt from the
transfer restrictions.

The minimum retained ownership requirements anusfea restrictions set forth above will continueafaply generally for one year
following the termination of employment of a namedcutive officer other than Mr. Schwarzman for a@gson, except that the transfer
restrictions set forth above will lapse upon deatpermanent disability. All of the foregoing tréersrestrictions will lapse in the event of a
change in control (as defined above).

The Blackstone Holdings Partnership Units recelwgdther Blackstone personnel in the reorganizadiaeh pursuant to the 2007 Equity
Incentive Plan are also generally subject to treting and minimum retained ownership requirementsteansfer restrictions applicable to our
named executive officers other than Mr. Schwarzralthpugh non-senior managing directors are alsegdly subject to vesting in respect of
a portion of the Blackstone Holdings Partnershift&received by such personnel in the reorganindtie@xchange for their interests in carried
interest and are not subject to the additionatictigtn on any transfers prior to December 31, 2@dtbout our consent.

Schwarzman Founding Member Agreeme

Upon the consummation of our initial public offegjrwe entered into a founding member agreementMittSchwarzman.
Mr. Schwarzman’s agreement provides that he willaim our Chairman and Chief Executive Officer whiiatinuing service with us and
requires him to give us six months’ prior writteatioe of intent to terminate service with us. Tigee@ment provides that following retirement,
Mr. Schwarzman will be provided with specified rethent benefits, including that he will be perndttentil the third anniversary of his
retirement date to retain his current office antl @ provided with a car and driver. Commencingloa third anniversary of his retirement ¢
and continuing until the tenth anniversary therea,will provide him with an appropriate officetié so requests. Additionally,
Mr. Schwarzman will be provided with an assistard access to office services during the ten-yeaogdollowing his retirement date.

Mr. Schwarzman will also continue to receive heakefits following his retirement until his deaslupject to his continuing payment of
the related health insurance premiums consistehtauirrent policies. Additionally, before his retinent and during the ten-year period
thereafter, Mr. Schwarzman and any foundations &g establish may continue to invest in our investinfiends on a basis generally consis
with that of other partners.

Senior Managing Director Agreemen

Upon the consummation of our initial public offegjirwe entered into substantially similar senior aging director agreements with each
of our named executive officers and other senianagang directors other than our co-founder andTsi. Senior managing directors who
have joined the firm after our initial public offieg
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(including Mr. Tosi) have also entered into sem@naging director agreements. The agreements dignaavide that each senior managing
director will devote substantially all of his orrHausiness time, skill, energies and attentionstinia diligent manner. Each senior managing
director will be paid distributions and benefitsaimounts determined by Blackstone from time to fiimiés sole discretion except that

Mr. Tosi’'s agreement provided guaranteed compeamsébir 2008 which is described below under “—Senitamaging Director Agreement
with Mr. Tosi”. The agreements require us to previde senior managing director with 90 days’ pwioitten notice prior to terminating his or
her service with us (other than a termination fuse). Additionally, the agreements require eaniosenanaging director to give us 90 days
prior written notice of intent to terminate serviegh us and require the senior managing direcdre placed on a 90-day period of “garden
leave” following the senior managing director’'smémation of service (as further described underctqaion “Non-Competition and Non-
Solicitation Agreements” below).

Senior Managing Director Agreement with Mr. To

In connection with the commencement of Mr. Tosiispdoyment with us in September 2008, we enteremlandenior managing director
agreement with him that included specific compensaerms. Those terms included his entitlemerspecified guaranteed compensation in
respect of his service for the firm in 2008 if rentinued to be a senior managing director withfitme on December 31, 2008. Under the
employment agreement he was entitled to a guardmb@@mum aggregate cash compensation of $3.5amiftor 2008 (which included the pro
rated amount of his base salary and his annuabgteed cash payment), which was paid to him in 208 annual cash payments were
generally made to senior managing directors. Iritehd he received three awards of deferred rastli@lackstone Holdings Partnership Units
under our 2007 Equity Incentive Plan. The first edwaas a sigren grant of 155,764 Blackstone Holdings Partnershijis, which was grante
soon after the commencement of his employment usthThe second grant was a “make-whole” paymeB88f381 Blackstone Holdings
Partnership Units, representing the value of cormagon-related items from Merrill Lynch & Co., Inthat Mr. Tosi forfeited as a result of his
departure from that firm, which was granted sodarahe commencement of his employment with tha.fifhe third grant of 699,845
Blackstone Holdings Partnership Units was in respéa guaranteed equity grant for 2008 that waarded on January 15, 2009. The unve
portion of Mr. Tosi's equity-based awards will lerhinated once he is no longer a senior managiegtdr of Blackstone, except that the then-
outstanding but unvested portion of his awards mgltome fully vested if (1) his service with useeminated by us without cause or as a result
of his death or permanent disability or (2) thera i‘change in control” (as defined in the parthgrsagreements of Blackstone Holdings).

Mr. Tosi is generally subject to the same tranedstrictions and forfeiture terms with respecti®Blackstone Holdings Partnership Units as
those that apply to the Blackstone Holdings PastriprUnits held by the firm’s other senior managiliigctors. The agreement also provides
that Mr. Tosi will be permitted to invest in andagside Blackstone’s carry funds and in the firlméslge funds as long as he serves as a senio
managing director, subject to the same limitatiom&xclusions from management fees or incentive tiegt are applicable to the firm’s other
senior managing directors. Mr. Tosi has also exetatsenior managing director non-competition andsolicitation agreement as part of the
agreement. The terms of such non-competition amdsadicitation agreement are substantially the sastihe terms included in the non-
competition and non-solicitation agreements signethe other senior managing directors.
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Deferred Compensation Pla

In 2007, we established our Deferred Compensatian f@r certain eligible employees of Blackstond aertain of its affiliates in order
to provide such eligible employees with a pag-deferred incentive compensation opportunity @nehhance the alignment of interests bet
such eligible employees and Blackstone and itfiat#s. The Deferred Compensation Plan is an urddndongualified deferred compensati
plan which provides for the automatic, mandatorfetal of a portion of each participant’s annualt@ayment. In respect of the deferred
portion of his or her annual cash payment, eacticjzant receives deferral units which represegtits to receive in the future a specified
amount of common units or Blackstone Holdings Raghip Units or other equity-based awards underBlaekstone Group L.P. 2007 Equity
Incentive Plan, subject to vesting provisions diégct below. The amount of each participarghnual cash payment which is deferred unde
plan depends on the total amount of such partitipamnual cash payment and is calculated on this Isat forth in the following table:

Marginal Deferral Rate

Portion of Annual Cash Payment Applicable to Such Portior

$0- 100,000 0%
$100,001- 200,000 15%
$200,001- 500,000 20%
$500,001- 750,000 25%
$750,001- 2,000,00C 35%
$2,000,002- 5,000,00C 40%
$5,000,000 - 45%

In addition, each plan participant is eligible éxeive a premium award in an amount equal to 20Bésodr her deferral amount paid, as
detailed below, after a three-year period. The mafamount plus the premium award yields the tatabunt of deferral units that a participant

is awarded for any given year.

Generally, deferral units are delivered in threeatdnstallments over a three-year period (wittpadial-year delivery). The entire
premium portion of such deferral units vests atehd of such three-year period. The delivery ofdéterral units is subject to the participant
not violating any of the provisions of his or hengdoyment agreement, including certain restriciegenants such as non-competition
following termination of employment. The vestingtbé premium portion of a participastieferral units is subject to continued employnod|
such participant through the end of the three-yeating date, subject to specified exceptions.

On November 5, 2009, we amended the Deferred Cosagien Plan to, among other things: (1) provide tlederred compensation
payments to participating employees and senior giagalirectors generally would be satisfied by hveey of our common units; (2) delay 1
delivery of our common units (following the applida vesting dates) until anticipated trading windesviods, to better facilitate participants’
liquidity to meet tax obligations; and (3) ensucenpliance with deferred compensation taxation rules

Mr. Hill was our only named executive officer wharficipated in our Deferred Compensation Plan id®ut additional named
executive officers may participate in 2010 or sujosat years.
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Outstanding Equity Awards at 2009 Fiscal Year End

The following table provides information regardiogtstanding unvested equity awards made to our daxecutive officers as of

December 31, 2009.

Stock Awards (1)

Number of

Shares or Units of
Stock That Have

Name Not Vested

Stephen A. Schwarzm: 76,984,92
Hamilton E. Jame 24,669,19
J. Tomilson Hill 8,833,88!
Laurence A. Tos 1,138,29:
Robert L. Friedmal 2,016,38;

Market Value of
Shares or Units of
Stock That Have

Not Vested (2)
$ 1,010,042,16

$ 323,659,87
$ 115,900,62
$ 14,934,39
$ 26,454,93

(1) The references t“stock” or “share” in this table refer to Blackstone Holdings ParthgrdJnits and our deferred restricted common u
(2) The dollar amounts shown under this column veateulated by multiplying the number of unvestdddRstone Holdings Partnership
Units or our common units held by the named exeeufficer by the closing market price of $13.12 Beackstone common unit on

December 31, 200!

Option Exercises and Stock Vested in 2009

The following table provides information regarditig number of outstanding initially unvested eqaityards made to our named

executive officers that vested during 2009.

Stock Awards (1)

Number of
Shares

Acquired on Value Realized
Name Vest Date Vesting on Vesting (2)
Stephen A. Schwarzm: 6/21/200! 38,492,46 $ 458,830,13
Hamilton E. Jame 6/21/200! 4,111,53 $ 49,009,48
J. Tomilson Hill 6/21/200! 1,363,27! $ 16,250,25
Laurence A. Tos 1/15/200! 55,69¢ $ 297,42
Robert L. Friedmal 6/21/200! 672,12¢ $ 8,011,77

(1) The references t“stock” or “share” in this table refer to Blackstone Holdings ParthgrdJnits and our deferred restricted common u
(2) The value realized on vesting is based on thergjosiarket prices of our common units of $5.34 aruday 15, 2009 and $11.92

June 21, 2009, depending on the day of ves

Potential Payments Upon Termination of Employment pChange in Control

Upon a change of control event where any persdre(dhan a person approved by our general patxeegmes our general partner or a
termination of employment because of death or disgkany unvested Blackstone Holdings Partnerdbiijts or our common units held by &
of our named executive officers will automaticady deemed vested as of immediately prior to suchroence of such change of control or
such termination of employment. Upon such a charfigentrol or a termination of employment, eactoof named executive officers would
vest in the following numbers of Blackstone Holdirgartnership Units or our common units, havingféfiewing values based on our closing
market price of $13.12 per Blackstone common umibecember 31, 2009: Mr. Schwarzman — 76,984,92% with a value of
$1,010,042,164; Mr. James — 24,669,198 units withlae of $323,659,878; Mr. Hill — 8,833,889 unitith a value of $115,900,624; Mr. Tosi
— 1,138,292 units with a value of $14,934,391 andMiedman — 2,016,382 units with a value of $26,4532.
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In addition, upon the death or disability of anyneal executive officer who participates in the @atrinterest of our carry funds, such
named executive officer will be deemed 100% vestexhy unvested portion of carried interest in canry funds. Such unvested portion of
carried interest has already been reflected utndecalumn “All Other Compensation” in the Summagn@ensation Table included above. In
addition, pursuant to Mr. Schwarzman’s Founding MemAgreement described above undgartative Disclosure to Summary Compensa
Table and Grants of Plan-Based Awards Table in 2888hwarzman Founding Member Agreement,” followiagirement, Mr. Schwarzman
will be provided with specified retirement benefitscluding an assistant during the tggar period following his retirement and a car drider
during the three-year period following his retiratheAs of December 31, 2009, the aggregate presdu¢ of these expected costs were
$0.6 million, for which $0.3 million, $0.2 millioand $0.1 million were expensed in each of the yeaded December 31, 2009, 2008 and
2007, respectively.

Non-Competition and Non-Solicitation Agreements

Upon the consummation of our initial public offegirwe entered into a non-competition and non-dalicin agreement with each of our
co-founders, our other senior managing directorstrof our other professional employees and sgecgenior administrative personnel to
whom we refer collectively as “Contracting EmplogéeContracting Employees who have joined the faiter our initial public offering, such
as Mr. Tosi, have also executed non-competitionraordsolicitation agreements. The following arectliggions of the material terms of each
such non-competition and naolicitation agreement. With the exception of tee tifferences noted in the description below,tdres of eac
non-competition and non-solicitation agreementgaerally in relevant part similar.

Full-Time CommitmentEach Contracting Employee agrees to devote sufieitg all of his or her business time, skill, egies and
attention to his or her responsibilities at Blackst in a diligent manner. Our co-founder Mr. Sctewaan has agreed that our business will be
his principal business pursuit and that he willatevsuch time and attention to the business dfitimeas may be reasonably requested by us.

Confidentiality. Each Contracting Employee is required, whetheindwr after his or her employment with us, totpad and only use
“confidential information” in accordance with stri@strictions placed by us on its use and discldiEvery employee of ours is subject to
similar strict confidentiality obligations imposég our Code of Conduct applicable to all Blackstpeesonnel.)

Notice of Termination Each Contracting Employee is required to givenisr written notice of his or her intention to \@aour employ—
six months in the case of Mr. Schwarzman and 98 dayall of our other senior managing directord Between 30 and 60 days in the case of
all other Contracting Employees.

Garden Leave Upon his or her voluntary departure from our fiarContracting Employee is required to take aqgrilesd period of
“garden leave”. The period of garden leave is 9sdar our non-founding senior managing directard between 30 and 60 days for all other
Contracting Employees. During this period the Cacting Employee will continue to receive some af dii her Blackstone compensation and
benefits, but is prohibited from commencing empleytwith a new employer until the garden leavequehas expired. The period of garden
leave for each Contracting Employee will run cotiexmasly with the non-competition Restricted Peribdt applies to him or her as described
below. Our co-founder Mr. Schwarzman is subjecgtdn-competition covenants but not garden leaveiregpents.

Non-Competition During the term of employment of each Contractimyployee, and during the Restricted Period (ab seren is
defined below) immediately thereafter, he or shiémait, directly or indirectly:
e engage in any business activity in which we opeiatduding any competitive busine:
* render any services to any competitive busines

» acquire a financial interest in or become activelolved with any competitive business (other thara passive investor holdi
minimal percentages of the stock of public compsin
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“Competitive business” means any business that et@spduring the term of employment through the datermination, with our business,
including any businesses that we are actively cmsig conducting at the time of the Contractingptoyiee’s termination of employment, so
long as he or she knows or reasonably should haeek about such plans, in any geographical or manea where we or our affiliates

provide our products or services.

Non-Solicitation. During the term of employment of each Contractimyployee, and during the Restricted Period imnieljidhereafter,
he or she will not, directly or indirectly, in amyanner solicit any of our employees to leave tagiployment with us, or hire any such
employee who was employed by us as of the datésafrther termination or who left employment withwithin one year prior to or after the
date of his or her termination. Additionally, ea@bntracting Employee may not solicit or encouragedase to work with us any consultant or
senior advisers that he or she knows or should keamder contract with us.

In addition, during the term of employment of e@imtracting Employee, and during the Restrictedodémmediately thereafter, he or
she will not, directly or indirectly, in any manrsolicit the business of any client or prospectikient of ours with whom he or she, employees
reporting to him or her, or anyone whom he or séx direct or indirect responsibility over had pe@ocontact or dealings on our behalf du
the three-year period immediately preceding hisesrtermination. Contracting Employees who are eygal in our asset management
businesses are subject to a similar non-solicitatmvenant with respect to investors and prospedtivestors in our investment funds.

Non-Interference and Non-DisparagemebBturing the term of employment of each Contractimgployee, and during the Restricted
Period immediately thereafter, he or she may rtetfiere with business relationships between usaaydf our clients, customers, suppliers or
partners. Each Contracting Employee is also prtddldrom disparaging us in any way.

Restricted Period For purposes of the foregoing covenants, the ttiRésd Period” will be defined to be:

Covenant
Nor-competition

Nor-solicitation of Blackston
employees

Nor-solicitation of Blackstone clien

or investors

Nor-interference with busine:
relationships

Stephen A. Schwarzmar

Other Senior Managing
Directors

Other Contracting Employees

The later of June 21, 2011 or t
years after termination «
employment.

The later of June 21, 2011 or t
years after termination «
employment.

The later of June 21, 2011 or t\
years after termination «
employment.

The later of June 21, 2011 or t
years after termination «
employment.
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The later of June 21, 2009 or ¢
year (six months for seni
managing directors who are
eligible to retire, as defined
below) after termination of
employment

The later of June 21, 2009 or t
years after termination «
employment.

The later of June 21, 2009 or ¢
year after termination ¢
employment.

The later of June 21, 2009 or c
year after termination ¢
employment.

The later of between six mont
and one year after June 21, 2007
or between 90 days and six
months after termination of
employment.

Generally the later of betwer

one and two years after June 21,
2007 or between six months and
one year after termination of
employment

Generally the later of June Z
2008 or between six months and
one year after termination of
employment

Generally the later of June Z
2008 or between six months and
one year after termination of
employment
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Retirement Blackstone personnel are eligible to retire éitlihave satisfied either of the following test9: ¢fie has reached the age of 65
and has at least five full years of service with fium; or (2) one has reached the age of 50 arsdalhéeast five full years of service with our
firm and the sum of his or her age plus years ofise with our firm totals at least 65.

Intellectual Property. Each Contracting Employee is subject to custoriragtlectual property covenants with respect taksareated,
invented, designed or developed by him or herdhatelevant to or implicated by his or her empleptrwith us.

Specific Performanceln the case of any breach of the confidentiatign-competition, non-solicitation, non-interferenaon-
disparagement or intellectual property provisiopatContracting Employee, the breaching indivicagrees that we will be entitled to seek
equitable relief in the form of specific performancestraining orders, injunctions or other equé&abmedies.

Director Compensation in 2009

No additional remuneration is paid to our employleeservice as a director of our general partBach non-employee director received
an annual cash retainer of $100,000 during 20002800 and each year thereafter we have determinpay each non-employee director an
annual cash retainer of $150,000 and an addit®baj000 annual cash retainer to the Chairman oAtitit Committee. In addition, each non-
employee director may receive equity awards frometto time. Each of Mr. Mulroney and Mr. Parretisvgganted 10,000 of our deferred
restricted common units under our 2007 Equity ItiverPlan upon his appointment as a director ogimgrdates in 2007 and was granted an
additional 5,000 deferred restricted common unitden our 2007 Equity Incentive Plan on August &&0n September 2008, each of Messrs.
Jenrette and Light was granted 15,000 deferredatst common units under our 2007 Equity IncenfNan in respect of his appointment as a
director. The amounts of our non-employee direCmmmpensation were approved by the board of dirsadf our general partner upon the
recommendation of our co-founder following his mwviof directors’ compensation paid by comparablaganies.

The following table provides the compensation for won-employee directors for 2009.

Fees Earned o Stock Awards
Name Paid in Cash [€5) Total
The Right Honorable Brian Mulrone $ 100,00( — $100,00(
William G. Parrett $ 100,00( — $100,00(
Richard Jenrett $ 100,00( — $100,00(
Jay O. Light $ 100,00( — $100,00(

(1) The references to “stock” in this table ref@otr deferred restricted common units. These dedeestricted common units vest, and the
underlying Blackstone common units will be deliviran equal installments on each of the first, selcand third anniversaries of the date
of grant, subject to the outside dire’s continued service on the board of directors ofgemeral partne

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The following table sets forth information regarglithe beneficial ownership of our common units Bratkstone Holdings Partnership
Units as of February 19, 2010 by:

» each person known to us to beneficially own 5%rgf elass of the outstanding voting securities of Backstone Group L.F
» each member of our general par’s board of director:

» each of the named executive officers of our gergagther; anc

« all directors and executive officers of our geng@attner as a grou
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The amounts and percentage of units beneficiallyemhare reported on the basis of regulations oS#8€ governing the determination
beneficial ownership of securities. Under the rdethe SEC, a person is deemed to be a “benetieiaer” of a security if that person has or
shares “voting power,” which includes the powevade or to direct the voting of such security, mwestment power,” which includes the
power to dispose of or to direct the dispositiorswéh security. A person is also deemed to be aftogad owner of any securities of which that
person has a right to acquire beneficial ownersliipin 60 days of February 19, 2009. Under the$esrunore than one person may be deemec
a beneficial owner of the same securities and sopemay be deemed a beneficial owner of secudide which he has no economic interest.
Except as indicated by footnote, the persons namtt table below have sole voting and investnpemter with respect to all units shown as
beneficially owned by them, subject to communitgpgarty laws where applicable. Unless otherwiseuiet!, for purposes of this table, the
principal business address for each such persoo iBhe Blackstone Group L.P. 345 Park Avenue, Newvk, New York 10154.

Blackstone Holdings

Common Units, Partnership Units
Beneficially Owned Beneficially Owned (1)
% of % of
Name of Beneficial Owner Number Clasg Number Class
5% Unitholders:
Investment Funds Managed by Affiliates of
AXA Financial, Inc. (2) 27,876,83 14% — —
Directors and Executive Officers:
Stephen A. Schwarzman (3)( — — 233,421,68 30%
Hamilton E. James (¢ — — 47,916,62 6%
J. Tomilson Hill (4) 181,73: * 17,918,32 2%
Laurence A. Tos — — 191,01: *
Robert L. Friedmai — — 7,585,57. *
The Right Honorable Brian Mulrong 110,00( * — —
William G. Parrett 36,001 * — —
Richard Jenrett 5,00(C * — —
Jay O. Light 5,00(¢ * — —
All executive officers and directors as a group [ggtsons 357,73: * 307,977,80 40%

*  Less than one perce

(1) Subject to certain requirements and restrictidms partnership units of Blackstone Holdings aréhargeable for common units of T
Blackstone Group L.P. on a one-for-one basis. ABtone Holdings limited partner must exchange garénership unit in each of the
four Blackstone Holdings partnerships to effeceaohange for a common unit. See “ltem 13. Certalafibnships and Related
Transactions and Director Independence—Exchangeehgent”. Beneficial ownership of Blackstone HoldiRartnership Units
reflected in this table has not been also refleateteneficial ownership of the common units of Breckstone Group L.P. for which
such units may be exchang:

(2) Reflects units beneficially owned by AXA Assncas I.A.R.D. Mutuelle, AXA Assurances Vie MutuelleXA and AXA Financial, Inc.
as of December 31, 2009 based on the ScheduleilE83¥ such entities as joint reporting persorasdl on their Schedule 13G, 29,000
of those units are held by AXA Investment Manadeass solely for investment purposes, 50 of thastsare held by AXA Investment
Managers UK Ltd solely for investment purposes4@3%,385 of those units are held by AllianceBermsteP. solely for investment
purposes on behalf of client discretionary investtragvisory accounts, and 442,402 of those un@gsald by AXA Equitable Life
Insurance Company solely for investment purposhs.address of AXA Assurances |.A.R.D. Mutuelle #0¢A Assurances Vie
Mutuelle is 26, rue Drouot, 75009 Paris, France;atidress of AXA is 25, Avenue Matignon, 75008 dfiance; and the address of
AXA Financial, Inc. is 1290 Avenue of the Americi&w York, New York 10104
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(3) On those few matters that may be submitted forta @bthe limited partners of The Blackstone Graup., Blackstone Partners L.L.(
an entity whollyewned by our senior managing directors, holds aiapeoting unit in The Blackstone Group L.P. tpabvides it with ar
aggregate number of votes on any matter that maybmitted for a vote of our common unitholderg th@&qual to the aggregate num
of vested and unvested Blackstone Holdings Pattigetsnits held by the limited partners of Blackstdroldings on the relevant record
date and entitles it to participate in the votalmsame basis as our common unitholders. Ourrserapnaging directors have agreed in
the limited liability company agreement of BlackstdPartners that our co-founder, Mr. Schwarzmalh have the power to determine
how the special voting unit held by Blackstone fenrs will be voted. Following the withdrawal, deathdisability of Mr. Schwarzman
(and any successor founder), this power will reteethe members of Blackstone Partners holding janibain interest in that entity. The
limited liability company agreement of Blackstong&rters provides that at such time as Mr. Schwanzshauld cease to be a founding
member, Hamilton E. James will thereupon succeed3dnwarzman as the sole founding member of BlaoksPartners. If Blackstone
Partners directs us to do so, we will issue spewitihg units to each of the limited partners od&dstone Holdings, whereupon each
special voting unitholder will be entitled to a nloen of votes that is equal to the number of veatatiunvested Blackstone Holdings
Partnership Units held by such special voting widbr on the relevant record da

(4) The Blackstone Holdings Partnership Units shawthe table above for each of the named execuffieers include (1) the following
units held for the benefit of family members wigspect to which the named executive officer distsdbeneficial ownership:

Mr. Schwarzman — 1,666,666 units held in variousts for which Mr. Schwarzman is the investmerdttra; Mr. James 723,795 unit
held in a trust for which Mr. James and his bro#mertrustees with investment power; Mr. Hill -2496 units held in various trusts for
which Mr. Hill's spouse is the investment trustaad Mr. Friedman — 2,130,462 units held in varivusts for which certain members of
Mr. Friedman’s family are the investment trusteed 532,431 units held in a limited liability compyafior which Mr. Friedman’s spouse
is the managing member; and (2) the following uhékl in grantor retained annuity trusts for whilkh named executive officer is the
investment trustee: Mr. Schwarzman — 8,533,33%uaitd Mr. Hill — 1,500,000 units. In addition, itespect to Mr. Schwarzman, the
above table excludes partnership units of Blackstdaldings held by his children or in trusts foe tienefit of his family as to which he
has no voting or investment pow

In addition, Beijing Wonderful Investments, an istreent vehicle established and controlled by thapkés Republic of China, holds
109,083,468 of our non-voting common units.

Securities Authorized for Issuance under Equity Compensation Plans

The table set forth below provides information cenméing the awards that may be issued under Black®@®@007 Equity Incentive Plan
(the “Equity Plan”) as of December 31, 2009.

Weighted-Average Number of
Securities Remaining
Number of Exercise Price Available for Future
Securities to be Issued of Outstanding Issuance Under Equity
Upon Exercise of Options, Warrants Compensation Plans
Outstanding Options, (excluding securities
Warrants and Rights (1) and Rights reflected in column (1)) (2

Equity Compensation Plans Approved by Seci

Holders 45,220,25 — 153,102,65
Equity Compensation Plans Not Approved

Security Holder: — — —

Total 45,220,25 = 153,102,65

(1) Reflects the outstanding number of our deferrettiotésd common units and deferred restricted Blaarkes Holdings Partnership Un
granted under the Equity Plan as of December 319.:
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(@)

The aggregate number of our common units and BlaoksHoldings partnership units covered by the &gRlan is increased on the fii
day of each fiscal year during its term by a nundfamits equal to the positive difference, if anf(a) 15% of the aggregate number of
our common units and Blackstone Holdings Partnprshits outstanding on the last day of the immedjapreceding fiscal year
(excluding Blackstone Holdings Partnership Unitkli®y The Blackstone Group L.P. or its wholly-owrsdsidiaries) minus (b) the
aggregate number of our common units and Blackdttmidings Partnership Units covered by the EqulgnRas of such date (unless the
administrator of the Equity Plan should decidenzréase the number of our common units and Blankgttoldings Partnership Units
covered by the plan by a lesser amount). As ofaigni, 2010, pursuant to this formula, 162,126,00ifs, which is equal to 0.15 times
the number of our common units and Blackstone hgisliPartnership Units outstanding on December @19 2were available for
issuance under the Equity Plan. We have filed sstregion statement and intend to file additioreistration statements on Form S-8
under the Securities Act to register common urdtgeced by the Equity Plan (including pursuant ttoaatic annual increases). Any st
Form S-8 registration statement will automaticéiécome effective upon filing. Accordingly, commanits registered under such
registration statement will be available for sal¢hie open marke
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ITEM 13. CERTAIN RELATIONSHIPS, RELATED TRANSACTIONS AND DIR ECTOR INDEPENDENCE
Transactions with Related Persons
Tax Receivable Agreements

We used a portion of the proceeds from the IPOthadale of non-voting common units to Beijing Werfdl Investments to purchase
interests in the predecessor businesses from &P owners. In addition, holders of Blackstondditws Partnership Units (other than The
Blackstone Group L.P.’s wholly-owned subsidiariesibject to the vesting and minimum retained ownipreequirements and transfer
restrictions set forth in the partnership agreementhe Blackstone Holdings partnerships, mayoujptir times each year (subject to the terms
of the exchange agreement) exchange their Blackdtimdings Partnership Units for The Blackstoneuprb.P. common units on a one-for-
one basis. A Blackstone Holdings limited partnestrexchange one partnership unit in each of theBtackstone Holdings partnerships to
effect an exchange for a common unit. Blackstonklidgs | L.P. and Blackstone Holdings Il L.P. hawade an election under Section 754 of
the Internal Revenue Code effective for each taxgbhr in which an exchange of partnership uniteéonmon units occurs, which may result
in an adjustment to the tax basis of the assedsadf Blackstone Holdings partnerships at the tifrenexchange of partnership units. The
purchase and subsequent exchanges are expectsitioim increases in the tax basis of the tangibkkintangible assets of Blackstone
Holdings that otherwise would not have been avhilabhese increases in tax basis may increasgafquurposes) depreciation and
amortization and therefore reduce the amount ofttakBlackstone’s whollpwned subsidiaries that are taxable as corporatwrs.S. federe
income purposes would otherwise be required toipdye future. Certain subsidiaries of The Blackst@roup L.P. which are corporate
taxpayers have entered into a tax receivable agreewith holders of Blackstone Holdings Partnergbiijits that provides for the payment by
the corporate taxpayers to such holders of 85%@amount of cash savings, if any, in U.S. fedestate and local income tax that the
corporate taxpayers actually realize (or are deeimeealize in the case of an early terminationnpent by the corporate taxpayers or a change
in control, as discussed below) as a result ofetlesreases in tax basis and of certain other ¢zetits related to our entering into tax
receivable agreements, including tax benefitstattable to payments under the tax receivable agraerAdditional tax receivable agreements
have been executed, and will continue to be exdcuith newly admitted Blackstone senior managiimgalors and certain others who acquire
Blackstone Holdings Partnership Units. This paynudatigation is an obligation of the corporate tayga and not of Blackstone Holdings. The
corporate taxpayers expect to benefit from the neimg 15.0% of cash savings, if any, in incomettzat they realize. For purposes of the tax
receivable agreement, cash savings in income thbh&tomputed by comparing the actual income i@bility of the corporate taxpayers to |
amount of such taxes that the corporate taxpayewtdaave been required to pay had there beenanedse to the tax basis of the tangible and
intangible assets of Blackstone Holdings as a teguhe exchanges and had the corporate taxpagpémntered into the tax receivable
agreement. A limited partner of Blackstone Holdinggsy also elect to exchange his or her Blackstonldings Partnership Units in a tax-free
transaction where the limited partner is makingdparitable contribution. In such a case, the exchamgj not result in an increase in the tax
basis of the assets of Blackstone Holdings andayonents will be made under the tax receivable agee¢ The term of the tax receivable
agreement commenced upon consummation of our IlQvdihcontinue until all such tax benefits haveeheautilized or expired, unless the
corporate taxpayers exercise their right to terteitiae tax receivable agreement for an amount basélde agreed payments remaining to be
made under the agreement.

Assuming no material changes in the relevant taxdad that the corporate taxpayers earn sufficeergble income to realize the full tax
benefit of the increased amortization of the asskeésexpected future payments under the tax rabEvagreement (which are taxable to the
recipients) in respect of the purchase will aggre@830.5 million over the next 15 years. The pnesalue of these estimated payments totals
$228.6 million assuming a 15% discount rate andguah estimate of timing of the benefit to be reedi Future payments under the tax
receivable agreement in respect of subsequent egesavould be in addition to these amounts. Thengays under the tax receivable
agreement are not conditioned upon continued owipecs
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Blackstone equity interests by the pre-IPO ownatsthe others mentioned above. Subsequent to Dexe3ilh 2009, payments totaling
$4,076,382 were made to certain pre-IPO ownerséoralance with the tax receivable agreement aadiectko tax benefits we received for the
2008 taxable year. Those payments included payneéiits,080,470 to Stephen A. Schwarzman and arstmant vehicle controlled by a
relative of Mr. Schwarzman; and $76,013 to J. TeonlHill and a trust for which Mr. Hill is the insenent trustee.

In addition, the tax receivable agreement provitias upon certain mergers, asset sales, other fofimgsiness combinations or other
changes of control, the corporate taxpayers’ (eirtbuccessors’) obligations with respect to exgeanor acquired units (whether exchanged or
acquired before or after such transaction) woultdeed on certain assumptions, including that dnpazate taxpayers would have sufficient
taxable income to fully utilize the benefits arggiftom the increased tax deductions and tax basiother similar benefits. Upon a subsequent
actual exchange, any additional increase in taxiclamhs, tax basis and other similar benefits icess of the amounts assumed at the char
control will also result in payments under the tegeivable agreement.

Decisions we make in the course of running ourrmss, such as with respect to mergers, asset gtiies forms of business
combinations or other changes in control, may enflee the timing and amount of payments that arwed by an exchanging or selling hols
of Blackstone Holdings Partnership Units, undertthereceivable agreement. For example, the ealiposition of assets following an
exchange or acquisition transaction will generaligelerate payments under a tax receivable agréemdrincrease the present value of such
payments, and the disposition of assets beforxama@ge or acquisition transaction will increasetix liability of a holder of Blackstone
Holdings Partnership Units without giving rise toyaights of a holder of Blackstone Holdings Parshé Units to receive payments under any
tax receivable agreements.

Although we are not aware of any issue that woalgse the IRS to challenge a tax basis increaseptiperate taxpayers will not be
reimbursed for any payments previously made undax aeceivable agreement. As a result, in cedamgumstances, payments could be made
under a tax receivable agreement in excess ofdipprate taxpayers’ cash tax savings.

Registration Rights Agreement

In connection with the restructuring and IPO, weeesd into a registration rights agreement with gne-IPO owners pursuant to which
we granted them, their affiliates and certain @irthransferees the right, under certain circuncgarand subject to certain restrictions, to
require us to register under the Securities Actroom units delivered in exchange for Blackstone khgjd Partnership Units or common units
(and other securities convertible into or exchabtgear exercisable for our common units) otherviigkl by them. In addition, newly admitted
Blackstone senior managing directors and certdirretwho acquire Blackstone Holdings PartnershipsUrave subsequently become parties
to the registration rights agreement. Under théstegion rights agreement, we agreed to regisieeichange of Blackstone Holdings
Partnership Units for common units by our holddrBlackstone Holdings Partnership Units. In Jun8&GQve filed a registration statement on
Form S-3 with the Securities and Exchange Commissi@over future issuances from time to time ofa18,008,105 common units to
holders of Blackstone Holdings partnership unitsrupxchange of up to an equal number of such BlacksHoldings partnership units. In
addition, our founder, Stephen A. Schwarzman, hasight to request that we register the sale ofraon units held by holders of Blackstone
Holdings Partnership Units an unlimited numberimfels and may require us to make available sheiétragion statements permitting sales of
common units into the market from time to time ogerextended period. In addition, Mr. Schwarzmasntha ability to exercise certain
piggyback registration rights in respect of commioits held by holders of Blackstone Holdings Parthig Units in connection with registered
offerings requested by other registration rightlas or initiated by us.
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Blackstone Holdings Partnership Agreements

As a result of the reorganization and the IPO, Blaekstone Group L.P. became a holding partnershdy through wholly-owned
subsidiaries, held equity interests in the fivedirgys partnerships (i.e., Blackstone Holdings I.L.Bfackstone Holdings Il L.P., Blackstone
Holdings Il L.P., Blackstone Holdings IV L.P. aBfackstone Holdings V L.P.). On January 1, 2009Qrider to simplify our structure and ei
the related administrative burden and costs, wectdtl an internal restructuring to reduce the nurabkolding partnerships from five to four
by causing Blackstone Holdings IIl L.P. to transd#rof its assets and liabilities to Blackstonedhiogs IV L.P. In connection therewith,
Blackstone Holdings IV L.P. was renamed Blackstdoéings Il L.P. and Blackstone Holdings V L.P.swenamed Blackstone Holdings IV
L.P. The economic interests of The Blackstone Gilo&p in Blackstone’s business remains entirelyfigated. “Blackstone Holdings'efers tc
the five holding partnerships prior to the Janu2099 reorganization and the four holdings partripsstubsequent to the January 2009
reorganization. Wholly-owned subsidiaries of Thadkstone Group L.P. are the sole general partneadi of the Blackstone Holdings
partnerships. Accordingly, The Blackstone Group. lojerates and controls all of the business ararafdf Blackstone Holdings and, through
Blackstone Holdings and its operating entity suiasids, conducts our business. Through its whollyred subsidiaries, The Blackstone Group
L.P. has unilateral control over all of the affaarsd decision making of Blackstone Holdings. Furtiare, the wholly-owned subsidiaries of
The Blackstone Group L.P. cannot be removed ageheral partners of the Blackstone Holdings pastrips without their approval. Because
our general partner, Blackstone Group ManagemenCL,. operates and controls the business of ThekBtane Group L.P., the board of
directors and officers of our general partner @eedingly responsible for all operational and auistrative decisions of Blackstone Holdings
and the day-to-day management of Blackstone Hoddibgsiness. Pursuant to the partnership agreernétiie Blackstone Holdings
partnerships, the wholly owned subsidiaries of Bleckstone Group L.P. which are the general pastoéthose partnerships have the right to
determine when distributions will be made to thempers of Blackstone Holdings and the amount of sugh distributions. If a distribution is
authorized, such distribution will be made to tlagtpers of Blackstone Holdings pro rata in accoceanith the percentages of their respective
partnership interests, except that The Blackstomel®L.P.’s wholly-owned subsidiaries are entitlegriority allocations of income through
December 31, 2009 as described under “ltem 5. Mdokdregistrant’'s Common Equity, Related Stockkeolilatters and Issuer Purchases of
Equity Securities—Cash Distribution Policy.”

Each of the Blackstone Holdings partnerships hagemtical number of partnership units outstandamy] we use the terms “Blackstone
Holdings Partnership Unit” or “partnership unitohBlackstone Holdings” to refer, collectively, &opartnership unit in each of the Blackstone
Holdings partnerships. The holders of partnershigsun Blackstone Holdings, including The BlacksdGroup L.P.’s wholly-owned
subsidiaries, will incur U.S. federal, state anchldncome taxes on their proportionate share gpfreat taxable income of Blackstone Holdings.
Net profits and net losses of Blackstone Holdings gdherally be allocated to its partners (includimg Blackstone Group L.P.’s wholly-
owned subsidiaries) pro rata in accordance wittpreentages of their respective partnership isterexcept that The Blackstone Group IsP.’
wholly-owned subsidiaries will be entitled to pitgrallocations of income through December 31, 2868%lescribed under “ltem 5. Market for
Registrant’'s Common Equity, Related Stockholdertbtatand Issuer Purchases of Equity Securities—O#shbution Policy”. The
partnership agreements of the Blackstone Holdimggprships provide for cash distributions, whighnefer to as “tax distributions,” to the
partners of such partnerships if the wholly ownellsidiaries of The Blackstone Group L.P. whichtasegeneral partners of the Blackstone
Holdings partnerships determine that the taxahderime of the relevant partnership will give ris¢arable income for its partners. Generally,
these tax distributions are computed based ongiimate of the net taxable income of the relevamtrigrship allocable to a partner multiplied
by an assumed tax rate equal to the highest aféentarginal combined U.S. federal, state and lowame tax rate prescribed for an individual
or corporate resident in New York, New York (takingp account the non-deductibility of certain empes and the character of our income).
Tax distributions are made only to the extent Elfributions from such partnerships for the reldwaar are insufficient to cover such tax
liabilities.
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Subiject to the vesting and minimum retained owriprsdquirements and transfer restrictions set fortthe partnership agreements of
Blackstone Holdings partnerships, Blackstone HagdiRartnership Units may be exchanged for The Btade Group L.P. common units as
described under “—Exchange Agreement” below. Intémlig the Blackstone Holdings partnership agreetanthorize the wholly-owned
subsidiaries of The Blackstone Group L.P. whichtheegeneral partners of those partnerships t@ iaawnlimited number of additional
partnership securities of the Blackstone Holdinggrgerships with such designations, preferencghts;j powers and duties that are different
from, and may be senior to, those applicable tdBihekstone Holdings partnerships units, and whigly be exchangeable for our common
units.

See “ltem 11. Executive Compensation—Narrative D@ae to Summary Compensation Table and Grar®tapi-Based Awards in
2009—Terms of Blackstone Holdings Partnership WUrk&sting Provisions” for a discussion of vestingyisions applicable to Blackstone
personnel in respect of the Blackstone Holdingsreaship Units received by them in the reorganiratind “—Minimum Retained Ownership
Requirements and Transfer Restrictiofte”a discussion of minimum retained ownership neuents and transfer restrictions applicable &
Blackstone Holdings Partnership Units. The gengigbplicable vesting and minimum retained ownersaguirements and transfer restrictis
are outlined in the sections referenced in thegatig sentence. There may be some different arnaegis for some individuals in some
instances. In addition, we may waive these requergmand restrictions from time to time.

In addition, substantially all of our expenses)uding substantially all expenses solely incurrgbattributable to The Blackstone
Group L.P. such as expenses incurred in connewfitnthe IPO but not including obligations incurnedder the tax receivable agreement by
The Blackstone Group L.P.’s wholly-owned subsidiarincome tax expenses of The Blackstone Grougsluwiolly-owned subsidiaries and
payments on indebtedness incurred by The BlacksBsoap L.P.’s wholly-owned subsidiaries, are bdogeBlackstone Holdings.

Exchange Agreement

In connection with the reorganization and IPO, weeed into an exchange agreement with the holafgrartnership units in Blackstone
Holdings (other than The Blackstone Group L.P.’®llyhowned subsidiaries). In addition, newly admittBlackstone senior managing
directors and certain others who acquire Blackstdolelings Partnership Units have subsequently becpanties to the exchange agreement.
Under the exchange agreement, subject to the gestid minimum retained ownership requirements eartsfer restrictions set forth in the
partnership agreements of the Blackstone Holdisgsprships, each such holder of Blackstone Ho&lPartnership Units (and certain
transferees thereof) may up to four times each (sednject to the terms of the exchange agreemgob)amge these partnership units for The
Blackstone Group L.P. common units on a one-for{mems, subject to customary conversion rate adjsts for splits, unit distributions and
reclassifications. Under the exchange agreemeefféot an exchange a holder of partnership uniBlackstone Holdings must simultaneot
exchange one partnership unit in each of the BtadksHoldings partnerships. As a holder exchangeBlackstone Holdings Partnership
Units, The Blackstone Group L.P.’s indirect interiesthe Blackstone Holdings partnerships will lmerespondingly increased.

Firm Use of Our Co-Founder’s Private Aircraft

Certain entities controlled by Mr. Schwarzman wiraivn an airplane and have a partial interesthelecopter that we use for business
purposes in the course of our operations. Mr. Scinwvan paid for the ownership interests in theserafir himself and bore all operating,
personnel and maintenance costs associated wittogheration. The hourly payments we made to at#és of Mr. Schwarzman for such use
were based on current market rates for charteniivge aircraft. We paid $2.1 million to Mr. Schwaran’s affiliates in 2009 for the use of his
airplane and we paid $0.3 million to Mr. Schwarzrsaffiliates in 2009 for the use of the helicopter
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Expense Reimbursements

Since filing our registration statement relatingto IPO, we have not incurred for or advanced $utodany named executive officer or
member of the board of directors for any mater&abpnal related expenses.

Side-By-Side and Other Investment Transactions

Our directors and executive officers are permittethvest their own capital in side-by-side investits with our carry funds. Side-Ilsyde
investments are investments in portfolio companresther assets on generally the same terms arditioms as those investments made by the
applicable fund, except that these side-by-sidestments are not subject to management fees éeadanterest. In addition, our directors and
executive officers are permitted to invest theimawapital in our funds of hedge funds and credi+ded funds that are structured as hedge
funds, in some instances, not subject to managefeestor carried interest. These investment oppiti¢s are available to all of our senior
managing directors and to those of our employeasmwive have determined to have a status that reblsoparmits us to offer them these
types of investments in compliance with applicdhiges. None of our directors or executive officazsaived net distributions from Blackstone-
managed investment vehicles during the year endm@mber 31, 2009, except for (1) Mr. Schwarzmad ¢mtain investment trusts
controlled by him) who received net distributioriss®3,365,702 relating to his personal investménBlackstone-managed investment funds;
(2) Mr. James (and certain investment trusts cdattdoy him) who received net distributions of 28048 relating to his personal investments
in Blackstone-managed investment funds; (3) Mrl fdihd an investment trust controlled by him) whkoaived net distributions of $679,469
relating to his personal investments in Blackstoretaged investment funds; (4) Mr. Mulroney who ineae net distributions of $86,097
relating to his personal investments in Blackstoramaged investment funds; and (5) Ms. Solotar wleived net distributions of $18,032
relating to her personal investments in Blackstma@aged investment funds.

Statement of Policy Regarding Transactions with Relted Persons

The board of directors of our general partner ltepted a written statement of policy regarding geartions with related persons, which
we refer to as our “related person policy.” Ouatetl person policy requires that a “related pergag’defined as in paragraph (a) of ltem 404
of Regulation S-K) must promptly disclose to thaefhegal Officer of our general partner any “reldtperson transaction” (defined as any
transaction that is reportable by us under Item(@0df Regulation S-K in which we were or are toabgarticipant and the amount involved
exceeds $120,000 and in which any related persomhwill have a direct or indirect material intstieand all material facts with respect
thereto. The Chief Legal Officer will then promptigmmunicate that information to the board of divex of our general partner. No related
person transaction will be consummated withoutagyeroval or ratification of the board of directofsour general partner or any committee of
the board of directors consisting exclusively dficierested directors. It is our policy that dicgstinterested in a related person transaction will
recuse themselves from any vote of a related paraosaction in which they have an interest.

Indemnification of Directors and Officers

Under our partnership agreement, in most circunestame will indemnify the following persons, to tlulest extent permitted by law,
from and against all losses, claims, damages|itiabi joint or several, expenses (including lefgals and expenses), judgments, fines,
penalties, interest, settlements or other amownitsgeneral partner; any departing general paramrperson who is or was an affiliate of a
general partner or any departing general partmgrparson who is or was a member, partner, taxemsapiartner, officer, director, employee,
agent, fiduciary or trustee of us or our subsiéigrthe general partner or any departing genertiigreor any affiliate of ours or our
subsidiaries, the general partner or any depagémgeral partner; any person who is or was senitigearequest of a general partner or any
departing general partner or any affiliate of aggahpartner or any departing general partner asffarer, director, employee, member, partner,
agent, fiduciary or trustee of another person;myr @erson designated by our general partner. We agreed to
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provide this indemnification to the extent suchsperacted in good faith and in a manner he orasagonably believed to be in or not opposed
to the best interests of the partnership, and migipect to any alleged conduct resulting in a eréthproceeding against such person, to deny
indemnification if such person had reasonable ctubelieve that his or her conduct was unlawfué Wéve also agreed to provide this
indemnification for criminal proceedings. Any indeification under these provisions will only be @fitour assets. Unless it otherwise agrees,
the general partner will not be personally lialdg br have any obligation to contribute or loands or assets to us to enable it to effectuate
indemnification. We may purchase insurance agéiatstities asserted against and expenses incloyguersons for our activities, regardless of
whether we would have the power to indemnify thespe against liabilities under our partnership egrent.

We will also indemnify any of our employees whogmerally becomes subject to a “clawback” obligatowmne of our investment funds
in respect of carried interest that we have recki®ee “Item 1. Business—Incentive Arrangementse/ Structure”.

Non-Competition and Non-Solicitation Agreements

We have entered into a non-competition and norcisation agreement with each of our professionat @her senior employees,
including each of our executive officers. See “Itéin Executive Compensation—Non-Competition and4Solicitation Agreements” for a
description of the material terms of such agreement

Director Independence

Because we are a publicly traded limited partnershie NYSE rules do not require our general pagr®sard to be made up of a
majority of independent directors. However, foutled seven members of our general partner’s bdadtextors satisfy the independence and
financial literacy requirements of the NYSE and 8tC. These directors are Messrs. Jenrette, Lighitoney and Parrett. Based on all
relevant facts and circumstances, our general @astboard of directors affirmatively determinedebruary 22, 2010 that the independent
directors have no material relationship with uswr general partner. To assist it in making itejpehdence determinations, the board of
directors of our general partner has adopted theximg categorical standards for relationshipg @ deemed not to impair a director’s
independence:

Under any circumstances, a director is not indepshid:
» the director is, or has been within the precedinge years, employed by our general partner c

« an immediate family member of the director was eyt as an executive officer of our general partmers within the precedir
three years

« the director, or an immediate family member of tiatctor, received within the preceding three geaore than $120,000 in a
twelve-month period in direct compensation fromatker than director and committee fees and perwiather forms of deferred
compensation for prior service (provided such comsp#on is not contingent in any way on continuexvise);

» the director is a current partner or employee fifra that is our internal or external auditor; ilieector has an immediate fam
member who is a current partner of such a firm:dinector has an immediate family member who isment employee of such a
firm and personally works on our audit; or the dicg or an immediate family member of that direat@s within the last three yei
a partner or employee of such a firm and persomatisked on our or a predeces’s audit within that time

» the director or an immediate family member is, as been within the preceding three years, emplagath executive officer «
another company where any of our general partpee€sent executive officers at the same time saswasrved on such other
compan’s compensation committee;
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» the director is a current employee, or an immedetdly member is a current executive officer, afmnpany that has ma
payments to, or received payments from, us for gntypor services in an amount which, in any ofpiheceding three fiscal years,
exceeds the greater of $1,000,000 or two percéf} ¢ the consolidated gross revenues of the atbempany.

The following commercial or charitable relationshipill not be considered to be material relatiopstthat would impair a director’s
independence:

» if the director or an immediate family member ddttdirector serves as an executive officer, dinestdrustee of a charitable
organization, and our annual charitable contrimgito that organization (excluding contributionsusyunder any established
matching gift program) are less than the great&19g®00,000 or two percent (2%) of that organizésa@onsolidated gross reven
in its most recent fiscal year; a

» if the director or an immediate family member ddttkdirector (or a company for which the directawves as a director or executive
officer) invests in or alongside of one or moredstment funds or investment companies managed by aisy of our subsidiaries,
whether or not fees or other incentive arrangemfentss or our subsidiaries are borne by the inmggterson

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The following table summarizes the aggregate feeprofessional services provided by Deloitte & e LLP, the member firms of
Deloitte Touche Tohmatsu, and their respectivdiatiis (collectively, the “Deloitte Entities”) fahe years ended December 31, 2009 and 2008

Year Ended December 31, 200

Blackstone
Private
Blackstone Equity and
Blackstone Entities Real Estate
(Dollars in Thousands)
Audit Fees $14,74%(a) $16,29%(c) $ —
Audit-Related Fee $ — $ 10C(c) $ 7,61%(d)
Tax Fees $ 1,00((b) $25,77¢c) $ 3,071(d)
Other $ — $ — $ 65((e)
Year Ended December 31, 200
Blackstone
Private
Blackstone Equity and
Blackstone Entities Real Estate
(Dollars in Thousands)
Audit Fees $18,67(a) $17,09%c) $ —
Audit-Related Fee $ — $ 40(c) $ 28,15¢d)
Tax Fees $ 1,00((b) $24,20%(c) $ 13,31¢d)

(&) Audit Fees consisted of fees for (a) the aurfitsur consolidated and combined financial stat@sa our Annual Report on Form 10-K
and services attendant to, or required by, statutegulation; (b) reviews of the interim condensedsolidated and combined financial
statements included in our quarterly reports omFd8-Q); (c) comfort letters, consents and otherises related to SEC and other
regulatory filings.

(b) Tax Fees consisted of fees for services renderretdfaccompliance and tax planning and advisoryisesv

(c) The Deloitte Entities also provide audit anx sarvices to certain private equity and real estatestment funds and other entities
managed by Blackstone in its capacity as the gépartner. The tax services provided consist prilpaf tax compliance and related
services
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(d) Audit-Related Fees included assurances, merger and gicquikie diligence services provided in connectioth acquisitions o
portfolio companies for investment purposes pritgdd certain private equity and real estate fumdsaged by Blackstone in its capa
as the general partner. In addition, the Deloittétles provide audit, audit-related, tax and otbenvices to the portfolio companies,
which are approved directly by the portfolio comy’s management and are not included in the amouesepted hert

(e) Consists of certain project management andmessl services provided in connection with the &ition of portfolio companies for
investment purpose

Our audit committee charter, which is availableoon website at www.blackstone.com under “InvestelaRons”, requires the audit
committee to approve in advance all audit and natitaelated services to be provided by our indejeem registered public accounting firm in

accordance with the audit and non-audit relatedices pre-approval policy. All services reportedhie Audit, Audit-Related, Tax and Other
categories above were approved by the audit comenitt
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PART IV
ITEM 15.

EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(@) The following documents are filed as part of thigw@al report

1. Financial Statemeni

See Item 8 above.

2.  Financial Statement Schedul

Schedules for which provision is made in the agptiie accounting regulations of the SEC are notirequnder the related instructions
or are not applicable, and therefore have beentednit

3. Exhibits:

Exhibit
Number

3.1

3.2

3.2.1

4.1

4.2

4.3

10.1

10.1.1

Exhibit Description
Certificate of Limited Partnership of The BlackstoBroup L.P. (incorporated herein by referencexoilfit 3.1 to the

Registrar’s Registration Statement on Fori-1 (File No. 33-141504) filed with the SEC on March 22, 20C

Amended and Restated Agreement of Limited Partifedhirhe Blackstone Group L.P. (incorporated hek®j reference t
Exhibit 3.1 to Form -K filed with the SEC on June 27, 200

Amendment No. 1 to the Amended and Restated Agmeeafd.imited Partnership of The Blackstone Group Ldated as of
November 3, 2009 (incorporated herein by referéadexhibit 3.2.1 to the Registrés Quarterly Report on Form 10-Q for the
guarter ended September 30, 2009 (File No-33551) filed with the SEC on November 6, 20(

Indenture dated as of August 20, 2009 among BlaoksHoldings Finance Co. L.L.C., The Blackstoneuprb.P., Blackston
Holdings | L.P., Blackstone Holdings Il L.P., Blatkne Holdings Il L.P., Blackstone Holdings IV L#&hd The Bank of New
York Mellon, as trustee (incorporated by referetaExhibit 4.1 to the Registrant’s Current Repartform 8-K dated
August 20, 2009)

First Supplemental Indenture dated as of Augus09 among Blackstone Holdings Finance Co. L.LTGe Blackstone Grot
L.P., Blackstone Holdings I L.P., Blackstone Holginl L.P., Blackstone Holdings Il L.P., Blacks®Hhloldings IV L.P. and Tt
Bank of New York Mellon, as trustee (incorporatgdréference to Exhibit 4.2 to the Registrant’s @atrReport on Form 8-K
dated August 20, 200¢

Form of 6.625% Senior Note due 2019 (included ihiBix 4.2 and incorporated by reference to Exhb to the Registrant’s
Current Report on Forr-K dated August 20, 200¢

Amended and Restated Limited Partnership AgreewfeBlackstone Holdings | L.P., dated as of June2I®)7, by and amor
Blackstone Holdings I/l GP Inc. and the limitedpars of Blackstone Holdings | L.P. party ther@taorporated herein by
reference to Exhibit 10.1 to the Registrant’s QerdytReport on Form 10-Q for the quarter ended BhHe&007 (File No. 001-
33551) filed with the SEC on August 13, 20C

Amendment No. 1 to the Amended and Restated Agreeafd.imited Partnership of Blackstone Holdings.lP. dated as ¢
November 3, 2009 (incorporated herein by refereéadexhibit 10.1.1 to the Registri's Quarterly Report on Form 10-Q for the
quarter ended September 30, 2009 (File No-33551) filed with the SEC on November 6, 20(
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Exhibit
Number

10.2

10.2.1

10.3

10.3.1

10.4

10.4.1

10.5

10.6

10.7

10.8+

Exhibit Description

Amended and Restated Limited Partnership AgreewfeBlackstone Holdings Il L.P., dated as of June2®7, by and among
Blackstone Holdings I/ll GP Inc. and the limitedtp&rs of Blackstone Holdings Il L.P. party therétaorporated herein by
reference to Exhibit 10.2 to the Registrant’s QerdytReport on Form 10-Q for the quarter ended Bhe&007 (File No. 001-
33551) filed with the SEC on August 13, 20C

Amendment No. 1 to the Amended and Restated Agneeafd.imited Partnership of Blackstone Holding4.IP. dated as of
November 3, 2009 (incorporated herein by refereéadexhibit 10.2.1 to the Registri's Quarterly Report on Form 10-Q for the
guarter ended September 30, 2009 (File No-33551) filed with the SEC on November 6, 20(

Second Amended and Restated Limited Partnershipefgent of Blackstone Holdings Ill L.P., dated agarfuary 1, 2009, t
and among Blackstone Holdings Ill GP L.L.C. andlth@ted partners of Blackstone Holdings Il L.Rarpy thereto (incorporate
herein by reference to Exhibit 10.3 to the RegigtsaAnnual Report on Form 10-K for the year en@stember 31, 2008 (File
No. 001-33551) filed with the SEC on March 2, 200

Amendment No. 1 to the Second Amended and Restagesbment of Limited Partnership of Blackstone Hiods 111 L.P. datec
as of November 3, 2009 (incorporated herein byreefee to Exhibit 10.3.1 to the Registrant’s QuéytBeport on Form 1@ for
the quarter ended September 30, 2009 (File Nc-33551) filed with the SEC on November 6, 20(

Second Amended and Restated Limited Partnershipefgent of Blackstone Holdings IV L.P., dated adasfuary 1, 2009, by
and among Blackstone Holdings IV GP L.P. and thmtdid partners of Blackstone Holdings IV L.P. pahgreto (incorporated
herein by reference to Exhibit 10.4 to the RegigtsaAnnual Report on Form 10-K for the year en@stember 31, 2008
(File No. 00:-33551) filed with the SEC on March 2, 200

Amendment No. 1 to the Second Amended and Restaferement of Limited Partnership of Blackstone Hiodd 1V L.P. dated
as of November 3, 2009 (incorporated herein byregfee to Exhibit 10.4.1 to the Registrant’'s QuéytBeport on Form 1@ for
the quarter ended September 30, 2009 (File Nc-33551) filed with the SEC on November 6, 20(

Tax Receivable Agreement, dated as of June 18,,280and among Blackstone Holdings I/ll GP Incaddstone Holdings
L.P., Blackstone Holdings Il L.P. and the limitegrmers of Blackstone Holdings | L.P. and Blackstétoldings Il L.P. party
thereto (incorporated herein by reference to ExHiBi6 to the Registrant’'s Quarterly Report on Fao¥Q for the quarter ended
June 30, 2007 (File No. 0-33551) filed with the SEC on August 13, 20(

Exchange Agreement, dated as of June 18, 2007, @i Blackstone Group L.P., Blackstone Holdingd., Blackstone
Holdings Il L.P., Blackstone Holdings Il L.P., Riesstone Holdings IV L.P., Blackstone Holdings V Ldnd the Blackstone
Holdings Limited Partners party thereto (incorpedaherein by reference to Exhibit 10.7 to the Regig’'s Quarterly Report on
Form 1(-Q for the quarter ended June 30, 2007 (File No-33551) filed with the SEC on August 13, 20C

Registration Rights Agreement, dated as of Jun@Q@7 (incorporated herein by reference to ExHibBiB to the Registra’s
Quarterly Report on Form 10-Q for the quarter endigte 30, 2007 (File No. 001-33551) filed with 8&C on August 13,
2007).

2007 Equity Incentive Plan (incorporated hereinrdfgrence to Exhibit 10.9 to the Registrant’s QerdytReport on Form 10-Q
for the quarter ended June 30, 2007 (No. 00:-33551) filed with the SEC on August 13, 20(
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10.9+

10.10+

10.12+

10.13+

10.14+

10.15+

10.16

10.17

10.18

10.19+

10.20+

Exhibit Description
The Blackstone Group L.P. Bonus Deferral Plan (ipotated herein by reference to Exhibit 10.17 ®Registrant’s Annual
Report on Form 1-K for the year ended December 31, 2007 (File Nd-33551) filed with the SEC on March 11, 20C

Founding Member Agreement of Stephen A. Schwarzmaied as of June 18, 2007, by and among Blacks$iotdings | L.P.
and Stephen A. Schwarzman (incorporated hereirtgyence to Exhibit 10.10 to the Registrant’s QaryrtReport on Form 10-
Q for the quarter ended June 30, 2007 (File No-33551) filed with the SEC on August 13, 20C

Agreement, dated as of June 9, 2008, between Btauk$oldings | L.P. and Laurence A. Tosi (incogied herein by referen:
to Exhibit 10.28 to the Registré s Current Report on Forn-K filed with the SEC on June 12, 200

Form of Senior Managing Director Agreement by ambag Blackstone Holdings | L.P. and each of thei@dvianaging
Directors from time to time party thereto (incoratad herein by reference to Exhibit 10.12 to thgieant’s Registration
Statement on Form S-1/A (File No. 333-141504) fildth the SEC on June 14, 2007). (Applicable teeakcutive officers other
than Messrs. Schwarzman and Peters

Form of Deferred Restricted Common Unit Award Agneat (Directors) (incorporated herein by referetacExhibit 10.36 to
the Registrant’s Quarterly Report on Form 10-Qtti@r quarter ended June 30, 2008 (File No. 001-33#&# with the SEC on
August 8, 2008)

Form of Deferred Restricted Blackstone HoldingstWwiard Agreement for Executive Officers (incorpiaeh herein by
reference to Exhibit 10.37 to the Registrant’s @arér Report on Form 10-Q for the quarter endedt&eper 30, 2008 (File No.
001-33551) filed with the SEC on November 7, 20(

Credit Agreement dated as of May 12, 2008 amongkBtane Holdings | L.P., Blackstone Holdings Il L,.Blackstone Holdinc
Il L.P., Blackstone Holdings IV L.P. and Blacks®Hhloldings V L.P., JPMorgan Chase Bank, N.A., amistrative Agent,
and the Lenders party thereto (incorporated hdrgireference to Exhibit 10.13 to the Registrantisa€erly Report on Form 10-
Q for the quarter ended March 31, 2008 (File Nd-33551) filed with the SEC on May 15, 200

Letter Agreement between The Blackstone Group &rid.the Beijing Wonderful Investments Ltd dated N2&y 2007
(incorporated herein by reference to Exhibit 1ad the Registrant’s Registration Statement on F&¢tiA (File No. 333-
141504) filed with the SEC on June 4, 20(

Letter Agreement, dated October 16, 2008, betwédenBlackstone Group L.P. and Beijing Wonderful lstmeent Ltd.
amending the Letter Agreement, dated May 22, 2B8&yeen The Blackstone Group L.P. and Beijing Wdiudiénvestments
Ltd (incorporated herein by reference to Exhibit1B)1 to the Registrants’ Current Report on Fork fded with the SEC on
October 16, 2008

Second Amended and Restated Limited Liability Conypagreement of BMA V L.L.C., dated as of May 3D, by anc
among Blackstone Holdings Il L.P. and certain mermstof BMA V L.L.C (incorporated herein by refereno Exhibit 10.12 to
the Registrant’s Quarterly Report on Form 10-Qtti@r quarter ended June 30, 2007 (File No. 001-33#&# with the SEC on
August 13, 2007)

Second Amended and Restated Agreement of Limitemh@&ahip of Blackstone Real Estate Management d\ases Internation
L.P., dated as of May 31, 2007, by and among BRié&rhational (Cayman) Ltd. and certain limited pars (incorporated
herein by reference to Exhibit 10.13 to the Regidfs Quarterly Report on Form 10-Q for the quaereded June 30, 2007 (File
No. 001-33551) filed with the SEC on Augul3, 2007).
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10.20.1+

10.21+

10.21.1+

10.22+

10.23+

10.24+

10.25+

10.26+

10.27+

Exhibit Description

Amendment No. 1 dated as of January 1, 2008 t&é&wewnd Amended and Restated Agreement of Limitetthé&ahip of
Blackstone Real Estate Management Associates hitenal L.P., dated as of May 31, 2007, by and sgrBREA
International (Cayman) Ltd. and certain limitedtpars (incorporated herein by reference to ExHiBifl9.1 to the Registrast’
Quarterly Report on Form 10-Q for the quarter endedch 31, 2008 (File No. 001-33551) filed with tBEC on May 15,
2008).

Second Amended and Restated Agreement of Limitemh@&ahip of Blackstone Real Estate Management d\ates
International Il L.P., dated as of May 31, 2007 doyg among BREA International (Cayman) Il Ltd. @edtain limited
partners (incorporated herein by reference to Bxhibh14 to the Registrant’s Quarterly Report omnrd0-Q for the quarter
ended June 30, 2007 (File No. -33551) filed with the SEC on August 13, 20(

Amendment No. 1 dated as of January 1, 2008 t&é&wend Amended and Restated Agreement of Limitemh&ahip of
Blackstone Real Estate Management Associates hitenal Il L.P., dated as of May 31, 2007, by antbag BREA
International (Cayman) Il Ltd. and certain limitgdrtners (incorporated herein by reference to Bxhih20.1 to the
Registrant’s Quarterly Report on Form 10-Q for quarter ended March 31, 2008 (File No. 001-335844l fvith the SEC on
May 15, 2008)

Second Amended and Restated Limited Liability Conypagreement of Blackstone Management Associatds.IMC., datec
as of May 31, 2007, by and among Blackstone Hokllifig_.P. and certain members of Blackstone Mamagret Associates
IV L.L.C. (incorporated herein by reference to BbihiL0.15 to the Registrant’s Quarterly Report @nrk 10-Q for the quarter
ended June 30, 2007 (File No. +33551) filed with the SEC on August 13, 20(

Second Amended and Restated Limited Liability Comypigreement of Blackstone Mezzanine Managemenbéiates
L.L.C., dated as of May 31, 2007, by and among IBltane Holdings Il L.P. and certain members ofdgione Mezzanine
Management Associates L.L.C. (incorporated hergireberence to Exhibit 10.16 to the Registrant’sa@erly Report on
Form 1(-Q for the quarter ended June 30, 2007 (File No-33551) filed with the SEC on August 13, 20C

Second Amended and Restated Limited Liability Conypagreement of Blackstone Mezzanine Managemenbdiates |l
L.L.C., dated as of May 31, 2007, by and among i&iame Holdings Il L.P. and certain members ofdBEtone Mezzanine
Management Associates Il L.L.C. (incorporated helsi reference to Exhibit 10.17 to the Registra@isarterly Report on
Form 1(-Q for the quarter ended June 30, 2007 (File No-33551) filed with the SEC on August 13, 20(

Second Amended and Restated Limited Liability Conypagreement of BREA IV L.L.C., dated as of May 2007, by and
among Blackstone Holdings Il L.P. and certain memstof BREA IV L.L.C. (incorporated herein by redace to Exhibit
10.18 to the Registrant’s Quarterly Report on F&f¥Q for the quarter ended June 30, 2007 (File09&-33551) filed with
the SEC on August 13, 200°

Second Amended and Restated Limited Liability Conypagreement of BREA V L.L.C., dated as of May 2007, by and
among Blackstone Holdings IIl L.P. and certain mermsinf BREA V L.L.C. (incorporated herein by refiece to Exhibit
10.19 to the Registrant’s Quarterly Report on Fad¥Q for the quarter ended June 30, 2007 (FiledQ&-33551) filed with
the SEC on August 13, 200°

Second Amended and Restated Limited Liability Conypagreement of BREA VI L.L.C., dated as of May 2007, by and
among Blackstone Holdings Il L.P. and certain memstof BREA VI L.L.C. (incorporated herein by redace to Exhibit
10.20 to the Registrant’s Quarterly Report on F&f¥Q for the quarter ended June 30, 2007 (File09&-33551) filed with
the SEC on August 13, 200°

219



Table of Contents

Exhibit
Number

10.27.1+

10.28

10.29+

10.30+

10.31+

10.32+

10.33+

10.34+

10.35+

10.36+

Exhibit Description

Amendment No. 1 dated as of January 1, 2008 t&é&wend Amended and Restated Limited Liability Comypagreement of
BREA VI L.L.C., dated as of May 31, 2007, by andceng Blackstone Holdings Il L.P. and certain mensharBREA VI
L.L.C. (incorporated herein by reference to Exhiflt26.1 to the Registrant’s Quarterly Report omi&0-Q for the quarter
ended March 31, 2008 (File No. (-33551) filed with the SEC on May 15, 200

Second Amended and Restated Limited Liability Conypagreement of Blackstone Communications Managemen
Associates | L.L.C., dated as of May 31, 2007, g among Blackstone Holdings Il L.P. and certaenmbers of Blackstone
Communications Management Associates | L.L.C. (ipotated herein by reference to Exhibit 10.21 sRegistrant’s
Quarterly Report on Form 10-Q for the quarter endlgte 30, 2007 (File No. 001-33551) filed with 81C on August 13,
2007).

Amended and Restated Limited Liability Company Agment of BCLA L.L.C., dated as of April 15, 200§, énd among
Blackstone Holdings Il L.P. and certain member86iLA L.L.C. (incorporated herein by reference tchibit 10.28 to the
Registrant’s Quarterly Report on Form 10-Q for do@rter ended March 31, 2008 (File No. 001-335849 fwith the SEC on
May 15, 2008)

Third Amended and Restated Agreement of Limitedrfeaship of Blackstone Real Estate Management AatascEurope I
L.P., dated as of June 30, 2008 (incorporated hénereference to Exhibit 10.28 to the Registra@tisarterly Report on Form
10-Q for the quarter ended June 30, 2008 (File No-33551) filed with the SEC on August 8, 20C

Second Amended and Restated Limited Liability Conypagreement of Blackstone Real Estate Speciab8dns Associate
L.L.C., dated as of June 30, 2008 (incorporateéihdry reference to Exhibit 10.29 to the Registea@uarterly Report on
Form 1(-Q for the quarter ended June 30, 2008 (File No-33551) filed with the SEC on August 8, 20C

BMA VI L.L.C. Amended and Restated Limited LiabfiCompany Agreement Dated as of July 31, 2008 (pmated herein
by reference to Exhibit 10.30 to the Registrantisaf@erly Report on Form 10-Q for the quarter enleptember 30, 2008
(File No. 00:-33551) filed with the SEC on November 7, 20(

Fourth Amended and Restated Limited Liability Compagreement of GSO Associates LLC, dated as ofckl&; 2008
(incorporated herein by reference to Exhibit 1a@&e Registrant’s Annual Report on Form 10-Ktfor year ended
December 31, 2008 (File No. (-33551) filed with the SEC on March 2, 200

Amended and Restated Limited Liability Company Agnent of GSO Overseas Associates LLC, dated asaodivB3, 200¢
(incorporated herein by reference to Exhibit 1a@the Registrant’s Annual Report on Form 10-Ktfoe year ended
December 31, 2008 (File No. (-33551) filed with the SEC on March 2, 200

Third Amended and Restated Limited Liability Compa#greement of GSO Origination Associates LLC, dats of March
3, 2008 (incorporated herein by reference to ExHiBi35 to the Registrant’s Annual Report on Fofi¥Klfor the year ended
December 31, 2008 (File No. (-33551) filed with the SEC on March 2, 200

Third Amended and Restated Limited Liability Compagreement of GSO Capital Opportunities AssocialeS, dated a:
of March 3, 2008 (incorporated herein by referetacExhibit 10.36 to the Registrant’s Annual RepmrtForm 10-K for the
year ended December 31, 2008 (File No.-33551) filed with the SEC on March 2, 200
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10.38+
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10.40

10.41+

10.42+

10.43+

10.44+

10.45+

10.46+

10.47*
21.1*

Exhibit Description

Third Amended and Restated Limited Liability Compa#greement of GSO Capital Opportunities Oversessogiates LLC,
dated as of March 3, 2008 (incorporated hereireligrence to Exhibit 10.37 to the Registrant’s AdRgport on Form 10-K for
the year ended December 31, 2008 (File No-33551) filed with the SEC on March 2, 200

Second Amended and Restated Limited Liability Conypagreement of GSO Liquidity Associates LLC, dagedof March 3
2008 (incorporated herein by reference to ExhiDiB8 to the Registrant’s Annual Report on Form 1faKthe year ended
December 31, 2008 (File No. (-33551) filed with the SEC on March 2, 200

Amended and Restated Limited Liability Company Agment of GSO Liquidity Overseas Associates LLCedats of March 3,
2008 (incorporated herein by reference to ExhiBiB® to the Registrant’s Annual Report on Form 1f3kthe year ended
December 31, 2008 (File No. (-33551) filed with the SEC on March 2, 200

Credit Agreement dated as of May 5, 2009 amongkBlane Holdings Finance Co. L.L.C., as BorrowegdRktone Holdings
L.P., Blackstone Holdings Il L.P., Blackstone Holgs 111 L.P. and Blackstone Holdings IV L.P., asaBantors, and Citibank,
N.A., as Administrative Agent, Citigroup Global Mats Inc. and Banc of America Securities LLC, astloead Arrangers, ar
Banc of America Securities LLC, as Syndication Alg@mcorporated herein by reference to Exhibit 8@ the Registrant’s
Quarterly Report on Form -Q for the quarter ended June 30, 2009 (File No-33551) filed with the SEC on August 7, 20C

Blackstone / GSO Capital Solutions Associates LIs€dd Amended and Restated Limited Liability Conypagreement Date
as of May 22, 2009 (incorporated herein by refeeeincExhibit 10.40 to the Registrant’s QuarterlypBe on Form 10-Q for the
qguarter ended June 30, 2009 (File No.-33551) filed with the SEC on August 7, 20C

Blackstone / GSO Capital Solutions Overseas AstExelalLC Second Amended and Restated Limited Ligh@iompany
Agreement Dated as of July 10, 2009 (incorporatéih by reference to Exhibit 10.41 to the RegidtsaQuarterly Report on
Form 1(-Q for the quarter ended June 30, 2009 (File No-33551) filed with the SEC on August 7, 20C

Blackstone Real Estate Special Situations AssacihteL.C. Amended and Restated Limited Liabil@pmpany Agreement
Dated as of June 30, 2009 (incorporated hereirefgrence to Exhibit 10.42 to the Registrant’s QarértReport on Form 10-Q
for the quarter ended June 30, 2009 (File No-33551) filed with the SEC on August 7, 20C

Blackstone Real Estate Special Situations ManageA&ssociates Europe L.P. Amended and Restated Agmeeof Limited
Partnership Dated as of June 30, 2009 (incorpotaesin by reference to Exhibit 10.43 to the Regigts Quarterly Report on
Form 1(-Q for the quarter ended June 30, 2009 (File No-33551) filed with the SEC on August 7, 20C

BRECA L.L.C. Amended and Restated Limited Liabilipmpany Agreement (incorporated herein by refer¢adxhibit 10.44
to the Registrant’s Quarterly Report on Form 10e@tfie quarter ended June 30, 2009 (File No. 0@B3Bgfiled with the SEC
on August 7, 2009

The Blackstone Group L.P. Amended and Restated 8Deferral Plan Effective November 5, 2009 (incogbed herein by
reference to Exhibit 10.45 to the Registrant’s @arér Report on Form 10-Q for the quarter endedt&eaper 30, 2009 (File No.
001-33551) filed with the SEC on November 6, 20(

Blackstone Management Partners IV L.L.C. and 113C§, Aircraft Time Sharing Agreement dated as obfsary 24, 201C
Subsidiaries of the Registra
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23.1* Consent of Deloitte & Touche LLI

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

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

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

32.2* Certification of the Chief Financial Officer pursudo 18 U.S.C. Section 1350, as adopted pursoadéttion 906 of th
Sarbane-Oxley Act of 2002 (furnished herewitt

99.1* Statement of Financial Condition of Blackstone Grdlanagement L.L.C. as of December 31, 2009 anedaddent

Auditors’ Report.

* Filed herewith
+ Management contract or compensating plan or arraagein which directors or executive officers dligible to participate

222



Table of Contents

SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Regyidthas duly caused this report tc
signed on its behalf by the undersigned, therednlp authorized.

Date: February 26, 201

The Blackstone Group L.P.
By: Blackstone Group Management L.L.C.,
its general partne

/sl Laurence A. Tos
Name: Laurence A. Tos
Title:  Chief Financial Office

Pursuant to the requirements of the Exchange AtB8# this report has been signed below by thevialg persons on behalf of the
registrant and in the capacities on this 26th ddyebruary, 2010.

Signature Title
/s/ Stephen A. Schwarzm Chief Executive Officer and Chairman of the Boafdoectors
Stephen A. Schwarzmz (Principal Executive Officer)
/s/ Hamilton E. Jame Director

Hamilton E. Jame

/s/ J. Tomilson Hil Director
J. Tomilson Hill

/s/ Richard Jenrett Director
Richard Jenrett

/s/ Jay O. Light Director
Jay O. Light
/s/ Brian Mulroney Director

Brian Mulroney

/s/ William G. Parrett Director
William G. Parrett

/sl Laurence A. Tosi Chief Financial Officer
Laurence A. Tos (Principal Financial Officer)

/s/ Kathleen Skero Principal Accounting Officer
Kathleen Sker (Principal Accounting Officer)
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Exhibit 10.47
AIRCRAFT TIME SHARING AGREEMENT

This Aircraft Time Sharing Agreement (“Agreementht) and between 113CS, LLC a Delaware limited ligbdompany (“Lessor”), and
BLACKSTONE MANAGEMENT PARTNERS IV L.L.C., a Delawarlimited liability company (“Lessee”) (collectiwethe “Parties”), is
effective as of February 24, 2010.

WHEREAS, Lessor rightfully possesses the aircexftjipped with engines and components as describEgghibit A hereto, (hereinafter,
individually or collectively, “Aircraft”);

WHEREAS, Lessor has engaged a qualified aircraftagament company (“Manager”), to provide a fullyalified flight crew to operate
the Aircraft;

WHEREAS, Lessor and Lessee desire to lease theafimn a non-exclusive time-sharing basis as @efin Section 91.501(c)(1) of the
Federal Aviation Regulations (“FAR");

WHEREAS, this Agreement sets forth the understamdirthe Parties as to the terms under which Les#bprovide Lessee with the
use, on a periodic basis, of the Aircraft, operdigd essor; and

WHEREAS, the use of the Aircraft will at all timbge pursuant to, and in full compliance with, theuieements of FAR Part 91,
particularly Sections 91.501(b)(6), 91.501(c)(Xid &1.501(d)



NOW, THEREFORE, in consideration of the mutual ceavgts and agreements herein contained, and for grddaluable consideration
set forth below, the Parties agree as follows:

1. Lease of Aircraft.

Lessor agrees to lease the Aircraft to Lessee patga the provisions of FAR Sections 91.501(b)@d)501(c)(1), and 91.501(d) from
time to time on a non-exclusive basis and on am&esled and as available basis” and to providdyadualified flight crew for all operations
pursuant to this Agreement.

2. Term and Termination.

The Term of this Agreement shall commence on the skt forth above and shall continue for one €gryand automatically renew for
additional one (1) year periods, unless eithenRandvides written notice of non-renewal at least (10) days prior to the applicable renewal
period. Either Party may terminate this Agreemeiti wespect to any or all of the Aircraft for argason upon written notice to the other, such
termination to become effective ten (10) days fthmdate of the notice. If not terminated prioFt&bruary 25, 2025 this Agreement shall
automatically terminate on February 25, 2025.

3. Use of Aircratft.

(a) Lessee may use the Aircraft from time to timedny and all purposes allowed by FAR Section @1(5)(6). The Aircraft shall be
available to Lessee at all times other than whén(&) previously scheduled by Lessor or any otlpesrator or time share lessee or
(b) otherwise unavailable, such as due to maintndressee’s use shall include the use of the #firby its employees and guests.
Lessee shall not accept any compensation or regeiment whatsoever for any flight conducted underAlgreement.

Page 2 of 1.



(b) Lessor, through its agreement with Managern] gihavide to Lessee a qualified flight crew forcedlight undertaken pursuant to this
Agreement.

4. Lessee’s Representations.
(a) Lessee represents, warrants and covenantssot that:

(i) Lessee will use the Aircraft for and on its oaccount only and will not use the Aircraft for fherposes of providing
transportation of passengers or cargo in air coroenfar compensation or hire.

(i) Lessee shall not, directly or indirectly, ctear incur any kind of lien or security interestar affecting the Aircraft or do
anything or take any action that results in thetom of such a lien, and Lessee shall, at its ewpense, promptly take such action
as may be necessary to discharge any such lien.

(iif) During the term of this Agreement, Lesseelwlbide by, and conform to, all such laws, governtak and airport orders, rules,
and regulations as shall from time to time be fecfrelating in any way to the operation and uste Aircraft by a time-sharing
Lessee.

5. Scheduling.

(a) Lessee shall provide Lessor, or a person datgdrby Lessor, with notice of its desire to useAlrcraft pursuant to this Agreement
and provide proposed flight schedules as far iraade of any given flight as possible, and in argecat least four (4) hours in advance
of Lessee’s planned departure. Requests for ftigte shall be in a form, whether
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written or oral, mutually convenient to, and agregedn, by the Parties. In addition to the propasgtedules and flight times, Lessee ¢
provide at least the following information for egmtoposed flight at some time prior to schedulepladiire, as required by the Lessor or
Lessor’s flight crew:

1.
. destination;

. date and time of flight;

. the number and identity of anticipated passenger

. the nature and extent of luggage and/or cardpe twarried;

. the date and time of return flight, if any; and

. any other information concerning the proposgghfithat may be required by Lessor or Lessorghtlicrew.

N O 0o~ WODN

proposed departure point;

(b) Lessor shall have final authority over the siimg of the Aircraft and each use of the Airciaytthe Lessee shall be subject to
Lessor’s prior written approval, which may be bgnad.

(c) Lessee agrees that when, in the reasonableofieé®ssor, Manager or the pilots of the Aircratifety may be compromised, Lessor or
the pilots may terminate a flight, refuse to comoeea flight, or take other action necessitatedumh safety considerations without
liability for loss, injury, damage, or delay.

(d) Lessor shall not be liable to Lessee or angmgierson for loss, injury, or damage occasionethbyelay or failure to furnish the
Aircraft and pilots pursuant to this Agreementdory reason.
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6. Maintenance.

(a) Lessor shall be solely responsible for secumaintenance, preventive maintenance, and reqairetherwise necessary inspections
on the Aircraft and shall take such requirementts atcount in scheduling flights of the variouschaft.

(b) In the event of a loss or casualty occurrehessor shall not be required to repair the Aircridifany of the Aircraft become
unavailable due to loss or casualty, either Pdrajl ©iave the right to terminate this Agreementwéspect to such Aircraft by written
notice to the other Party.

7. Expenses for Use of Aircraft.

(a) In exchange for use of the Aircraft, for ealight undertaken pursuant to this Agreement, Lesbedl pay Lessor the direct operating
costs of the Aircraft as authorized by FAR Sec8drb01(d) as it may be amended from time to tineofthe date hereof, as providec
FAR Section 91.501(d), those direct operating celstdl be limited to the following actual expengaseach use of the Aircraft:

(1) Cost of fuel, oil, lubricants and other additsy

(2) Travel expenses of the crew, including foodglmg, and ground transportation;
(3) Hangar and tie-down costs away from the Aittsdfase of operation;

(4) Insurance obtained for the specific flight;

(5) Landing fees, airport taxes, and similar assesss;

(6) Customs, foreign permit, and similar fees diyerelated to the flight;

(7) In-flight food and beverages;

(8) Passenger ground transportation;
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(9) Flight planning and weather contract serviees].
(10) An additional charge equal to one hundrederof the expenses listed in sub-paragraph (fjisfSection.

8. Taxes for Use of Aircraft and Reimbursement folExpenses.

The Parties acknowledge that, with the exceptioth@fexpenses for in-flight food and beveragesmassenger ground transportation, the
payment of expenses set forth in Section 7 hesesifibject to the federal excise tax imposed undetiéh 4261 of the Internal Revenue Code,
and any segment and landing fees associated withfight(s). Lessee shall reimburse Lessor fohsexpenses and shall pay to Lessor the
amount of such taxes within thirty (30) days ofeipt of the applicable invoice as provided for econ 9 hereof. Lessor agrees to collect and
remit to the Internal Revenue Service, for the fienéLessee, all such federal excise taxes.

9. Invoicing and Payment.

Lessor will pay all expenses related to the openatif each Aircraft when incurred and will provigearterly invoices to Lessee for the
expenses enumerated in Section 7 and Section &abessee shall pay Lessor for these expensesiiitinty (30) days after receipt of the
related invoice.

10. Insurance.

The risk of loss during the period when any Airtiafoperated on behalf of Lessee under this Agesershall remain with Lessor, and
Lessor will retain all rights and benefits with pest to the proceeds payable under policies ofihsillrance maintained by Lessor that may be
payable as a result of any incident or occurreritiéevan Aircraft is being operated on behalf of 4&ss under this Agreement. Lessee and its
members, officers and directors shall be namedidgi@nal insureds on liability insurance policiasintained by Lessor on the Aircraft with
respect to flights conducted pursuant to this Agrest. The liability
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insurance policies on which Lessee and Lessee’shammnofficers and directors are named additiamalrieds shall provide that as to Lessee
and Lessee’s members’, officers’ and directors’szage shall not be invalidated or adversely affebyeany action or inaction, omission or
misrepresentation by Lessor or any other persdre(dhan Lessee). Any hull insurance policies na@n@d by Lessor on any Aircraft used by
Lessee under this Agreement shall include a waifany rights of subrogation of the insurers agdirssee and Lessee’s members, officers
and directors.

11. Indemnity.

Lessor assumes and shall bear the entire risksef theft, confiscation, damage to, or destruatioany Aircraft. Lessor shall release,
indemnify, defend and hold harmless Lessee arésisective officers, directors, partners, employsleareholders from and against any an
losses, liabilities, claims, judgments, damage®dj penalties, deficiencies and expenses (indueiithout limitation, reasonable attorneys
fees and expenses) incurred or suffered by Lesseeaunt of a claim or action made or institutgalthird person arising out of or resulting
from operations of any Aircraft hereunder and/oy services provided by Lessor to Lessee hereuerdegpt to the extent attributable to the
gross negligence or willful misconduct of Lesseé essee’s guests on any Aircraft.

This Section 11 shall survive termination of thigréement.

12. No Warranty.

NEITHER LESSOR (NOR ITS AFFILIATES OR AGENTS) MAKESIAS MADE, OR SHALL BE DEEMED TO MAKE OR HAVE
MADE, ANY WARRANTY OR REPRESENTATION, EITHER EXPRESOR IMPLIED, WRITTEN OR ORAL, WITH RESPECT TO AN
AIRCRAFT TO BE USED HEREUNDER OR ANY ENGINE OR COMMNENT THEREOF INCLUDING, WITHOUT LIMITATION, ANY
WARRANTY AS TO DESIGN, COMPLIANCE WITH SPECIFICATIAS,
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QUALITY OF MATERIALS OR WORKMANSHIP, MERCHANTABILITY, FITNESS FOR ANY PURPOSE, USE OR OPERATION,
AIRWORTHINESS.

13. Operational Control.

“Operational Control” means the exercise of autlyasiver initiating, conducting, or terminating &fit, subject to the pilot-in-commargd’
authority for all safety of flight matters. It inades the authority to determine when the Aircraftlisbe operated, where it shall be operated,
the passengers and/or cargo who or which shalabréed.IT IS HEREBY AGREED AND ACKNOWLEDGED BETWEEN LESSOR
AND LESSEE THAT DURING ALL PHASES OF FLIGHTS CONDUC TED UNDER THIS AGREEMENT, LESSOR SHALL
RETAIN AND HAVE (I) OPERATIONAL CONTROL OF THE AIRC RAFT, AND (Il) POSSESSION, COMMAND AND CONTROL
OF THE AIRCRAFT. In addition, Lessor further acknowledges operafigoatrol by exercising Lessa authority over initiating, conductir
and terminating each flight.

14. Governing Law.

THE PARTIES HERETO ACKNOWLEDGE THAT THIS AGREEMENSHALL BE GOVERNED BY AND CONSTRUED IN ALL
RESPECTS IN ACCORDANCE WITH THE SUBSTANTIVE LAWS OFHE STATE OF CONNECTICUT (WITHOUT REGARD TO ITS
CHOICE OF LAWS RULES).

15. Entire Agreement; Amendment.

This Agreement sets forth the entire agreementdmtvwhe Parties hereto with respect to the traiossctontemplated by this Agreeme
Any provision of this Agreement may only be amenduddified or supplemented in whole or in part@ ime by an agreement in writing
between the Parties executed in the same mantigisasgreement
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16. Supersedes Prior Agreements.

This Agreement expressly supersedes any prioremrit oral understandings or agreements betwedpdties with respect to any
Aircraft.

17. Notices and Communications.

Unless otherwise expressly designated by the Baslienotices or other communications deliveredieen hereunder shall be in writing
and shall be deemed to be duly given if sent bifiet or registered mail, return receipt requestadn the event of an emergency, by
telegraph, e-mail, or telecopy, as follows:

If to Lessor: If to Lessee

113CS. LLC BLACKSTONE MANAGEMENT PARTNERS IV
' L.L.C.

Waterbury-Oxford Airport 345 Park Avenue

288 Christian St. New York, NY 1015¢

Suite 10

Oxford, CT 0647¢

Attn.: John A Maglianc Attn.: John A. Maglianc

Telephone: (212)583-5794 Telephone: (212) 583-5794

Facsimile: (212) 583-5692 Facsimile: (212) 583-5692

E-Mail: Magliano@blackstone.col E-Mail: Magliano@blackstone.col

18. Successors and Assigns.
Neither this Agreement nor any Party’s intereseleshall be assignable to any other Party whatso&his Agreement shall inure to the

benefit of and be binding upon the Parties hetétgr heirs, representatives and successors.

19. Severability.

If any provision of this Agreement is held to bgalid, illegal, or unenforceable, the validity, iy and enforceability of the remaining
provisions shall not in any way be affected or imgithereby.
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20. No Waiver.

The failure of a Party to require performance of provision of this Agreement shall in no way afféat Party’s right thereafter to
enforce such provision nor shall the waiver by eyPaf any breach of any provision of this Agreermiea taken or held to be a waiver of any
further breach of the same provision or any othevigion.

21. Base of Operations.

For purposes of this Agreement, the base of operati the Aircraft is Waterbury-Oxford Airport, Gxfd, Connecticut; provided, that
such base may be changed by Lessor at any timegdiiné term hereof.

22. Counterparts.

This Agreement may be executed in one or more eopatts each of which will be deemed an origindbfavhich together shall
constitute one and the same agreement.

23. Truth-in-Leasing.

The Lessee shall mail a copy of this Agreemenafat on behalf of both Parties to: Flight Standdrmgshnical Division, P.O. Box 25724,
Oklahoma City, Oklahoma 73125, within twenty-fo@d4) hours of its execution, as provided by FAR S{c}1).

Lessor agrees to comply with the notification regoients of FAR Section 91.23 by notifying by telepé or in person the FAA Flight
Standards District Office nearest the airport fahich the first flight under this Agreement withspect to each Aircraft shall originate at least
forty-eight (48) hours prior to such first flight andgiace a copy of this Agreement on each Aircrafoiprd the first flight conducted under tl
Agreement for such Aircraft.
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(a) LESSOR CERTIFIES THAT EACH AIRCRAFT HAS BEEN 8YYECTED AND MAINTAINED WITHIN THE TWELVE MONTH
PERIOD PRECEDING THE DATE OF THIS AGREEMENT IN ACEGDANCE WITH THE PROVISIONS OF PART 91, OF THE
FEDERAL AVIATION REGULATIONS AND THAT ALL APPLICABLE REQUIREMENTS FOR EACH AIRCRAFT’S
MAINTENANCE AND INSPECTION THEREUNDER HAVE BEEN METRND ARE VALID FOR THE OPERATIONS TO BE
CONDUCTED UNDER THIS AGREEMENT.

(b) LESSOR, WHOSE ADDRESS APPEARS IN SECTION 16 HER AND WHOSE AUTHORIZED SIGNATURE APPEARS
BELOW, AGREES, CERTIFIES AND ACKNOWLEDGES THAT WHEHRVER AN AIRCRAFT IS OPERATED UNDER THIS
AGREEMENT, LESSOR SHALL BE KNOWN AS, CONSIDERED ANBHALL IN FACT BE THE OPERATOR OF THE
AIRCRAFT AND THAT LESSOR UNDERSTANDS ITS RESPONSIBTIES FOR COMPLIANCE WITH APPLICABLE FEDERAL
AVIATION REGULATIONS.

(c) THE PARTIES UNDERSTAND THAT AN EXPLANATION OF ACTORS AND PERTINENT FEDERAL AVIATION
REGULATIONS BEARING ON OPERATIONAL CONTROL CAN BE BTAINED FROM THE NEAREST FAA FLIGHT
STANDARDS DISTRICT OFFICE.

(The remainder of this page intentionally left ikgn
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IN WITNESS WHEREOF, the Parties hereto have eadaBerhthis Agreement to be duly executed on Febr2@r010.

113CS, LLC as Lessor BLACKSTONE MANAGEMENT PARTNERS IV L.L.C. as
Lessee

/s/ John A. Maglian By: Blackstone Holdings | L.P., its Sole Member

N.arn.e: John A. Maglian By: Blackstone Holdings I/ll GP Inc., its Generarfher
Title: Secretary

/sl John A. Maglian
Name: John A. Maglian
Title: Assistant Secretal
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Aircraft Make and Model
Aircraft Serial Number
Engines Make and Mode
Engine Serial Number:

Aircraft Make and Model
Aircraft Serial Number
Engines Make and Mode
Engine Serial Number:

*

EXHIBIT A

Aircraft 1

Gulfstream -1V

1049

Rolls-Royce TAY MK 61(-8
16205 (left); 16206 (right

Aircraft 2*

Bombardier Global Express XF
9354

Rolls-Royce BR71(

12821 (left) and 12822 (righ

This Agreement shall be effective with respect trcraft 2 upon the date this Aircraft 2 is acquitgdLessor



Exhibit 21.1
LIST OF SUBSIDIARIES
The following are subsidiaries of The Blackstone@rL.P. as of December 31, 2009 and the jurigatistin which they are organized.

Jurisdiction of

Incorporation
Name or Organization
Altius Associates LLC Delaware
AMN Advisors, LLC Delaware
Axios Holdings S.a.r.| Luxembour¢
BCAIV-NQL.L.C. Delaware
BCCAI-NQL.L.C. Delaware
BCLO Advisors L.L.C. Delaware
BCOM Side-by-Side GP LLC Delaware
BCP IV GP LLC Delaware
BCP IV Side-By-Side GP LLC Delaware
BCP SGP IV GP LLC Delaware
BCP V GP LLC Delaware
BCP V Sid«-by-Side GP LLC Delaware
BCP V USS Sid-by-Side GP LLC Delaware
BCP V-NQ GP LLC Delaware
BDA Funding L.P. Delaware
BG(HK) L Holdings L.L.C. Delaware
BGAL Holdings L.L.C. Delaware
Blackstone / GSO Capital Solutions Associates | Delaware
Blackstone / GSO Capital Solutions Overseas AstxeialC Delaware
Blackstone Administrative Services Partnership Delaware
Blackstone Advisors India Private Limit India
Blackstone Advisory Services L.L.! Delaware
Blackstone Advisory Services L. Delaware
Blackstone Alternative Asset Management AssociatesC. Delaware
Blackstone Alternative Asset Management | Delaware
Blackstone Altius Advisors LLC (Cayma Cayman
Blackstone Altius Advisors LLC (BX Delaware
Blackstone Altius Advisors LLC (U< Delaware
Blackstone Altius Associates LL Delaware
Blackstone Altius L/S Associates LLC (B: Delaware
Blackstone Asia Advisors L.L.C Delaware
Blackstone Asia Opportunities Associates L.L Delaware
Blackstone Capital Associates-NQ L.P. Delaware
Blackstone Capital Commitment Partners Il L Delaware
Blackstone Capital Commitment Partners- NQ L.P. Delaware
Blackstone Cleantech Venture Advisors L.L Delaware
Blackstone Cleantech Venture Associates L. Delaware
Blackstone Communications Advisors | L.L. Delaware
Blackstone Communications Capital Associa-NQ L.P. Delaware
Blackstone Communications Capital Commitment Pasti-NQ L.P. Delaware
Blackstone Communications FCC L.L. Delaware
Blackstone Communications GP LL Delaware
Blackstone Communications Management Associategni@a) L.P. Cayman
Blackstone Communications Management Associates IECC. Delaware
Blackstone Communications Management Associa- NQ L.L.C. Delaware

Blackstone Communications Management Associatek.CL Delaware



Blackstone Corporate Debt Administration L.L
Blackstone Credit Liquidity Associates (Cayman).L
Blackstone Credit Liquidity Associates L.

Blackstone DD Advisors L.L.C

Blackstone DD Associates L.L.

Blackstone Debt Advisors L.

Blackstone Debt Orig Assoc L.L.¢

Blackstone Debt Origination L

Blackstone Distressed Securities Advisors |

Blackstone Distressed Securities Associates
Blackstone Distressed Securities Fund |

Blackstone DL Mezzanine Associates L

Blackstone DL Mezzanine Holdings L.

Blackstone DL Mezzanine Management Associates L.
Blackstone DO Associates L.L.

Blackstone Family Communications F-NQ L.P.
Blackstone Family Communications Partnership (CaynaP.
Blackstone Family Communications Partnership | |
Blackstone Family GP L.L.C

Blackstone Family Investment Partnership (CaymHn).P.
Blackstone Family Investment Partnership (Caym¥ri).P.
Blackstone Family Investment Partnership (CaymaR)
Blackstone Family Investment Partnership (Caymai)R/.
Blackstone Family Investment Partnership (Cayme-NQ LP
Blackstone Family Investment Partnership F- NQ L.P.
Blackstone Family Investment Partnership FCC L.l
Blackstone Family Investment Partnership Il L
Blackstone Family Investment Partnership Il L
Blackstone Family Investment Partnership IV L
Blackstone Family Investment Partnership SGP (CayaL.P.
Blackstone Family Investment Partnership V 1
Blackstone Family Investment Partnership V USS
Blackstone Family Media Partnership Il L.

Blackstone Family Real Estate Partnership Il |
Blackstone Family Real Estate Partnership Il |
Blackstone Family Real Estate Partnership

Blackstone FC Capital Associates IV L

Blackstone FC Capital Commitment Partners IV |
Blackstone FC Communications Capital Associates’l
Blackstone FC Communications Capital Commitmentrieas L.P
Blackstone FI Capital Commitment Partners (Caynhiuh).P.
Blackstone FI Communications Associates (Caymad)
Blackstone FI Mezzanine (Cayman) L

Blackstone FI Mezzanine Associates (Cayman)
Blackstone FI Mezzanine Holdings (Cayman) L
Blackstone Financial Services Inc. (tradem:

Blackstone Fund Services India Private Limi
Blackstone Group Holdings L.L.(

Blackstone Group Holdings L.|

Blackstone Group International L- Paris

Blackstone Group Limited Partner L.L.

Blackstone Group Management L.L.

Delaware
Cayman
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Cayman
Delaware
Delaware
Cayman
Cayman
Cayman
Cayman
Cayman
Delaware
Delaware
Delaware
Delaware
Delaware
Cayman
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Cayman
Cayman
Cayman
Cayman
Cayman
Delaware
India
Delaware
Delaware
France
Delaware
Delaware



Blackstone Group Real Estate Holdings Internati¢Atderta) L.P.
Blackstone Group Real Estate Holdings InternatigAderta) L.P. IV
Blackstone Holdings Finance Co Ll

Blackstone Holdings | L.F

Blackstone Holdings I/1l GP Inq

Blackstone Holdings /1l Limited Partner Ir
Blackstone Holdings Il L.F

Blackstone Holdings Il GP L.F

Blackstone Holdings Il GP Limited Partner L.L.
Blackstone Holdings lll GP Management L.L
Blackstone Holdings Il L.P. (Quebec SE

Blackstone Holdings IV GP L.P. (Quebec SE
Blackstone Holdings IV GP Limited Partner L.L.
Blackstone Holdings IV GP Management (Delaware)
Blackstone Holdings IV GP Management L.L
Blackstone Holdings IV L.P. (Quebec SE

Blackstone Intermediate Funding L

Blackstone Kailix Advisors L.L.C

Blackstone Kailix Associates L.L.(

Blackstone Korea Advisors LL

Blackstone Korea Advisors L

Blackstone L/S Advisors L.L.C

Blackstone L/S Associates L.L.

Blackstone LR Associates (Cayman) IV L
Blackstone LR Associates (Cayman) V L

Blackstone LR Associates (Caymar-NQ Ltd.
Blackstone Management Associates (Cayman) IV
Blackstone Management Associates (Cayman) V
Blackstone Management Associates (Cayme-NQ LLC
Blackstone Management Associates IV FCC L.l
Blackstone Management Associates IV L.L
Blackstone Management Associate-NQ L.L.C.
Blackstone Management Associates V L

Blackstone Management Associates V USS |
Blackstone Management Partners GP L.l
Blackstone Management Partners IIl L.L

Blackstone Management Partners IV L.L

Blackstone Management Partners L.L

Blackstone Management Partners L

Blackstone Media Capital Commitment Partners IR.|
Blackstone Mezzanine Advisors Il L.

Blackstone Mezzanine Advisors L.

Blackstone Mezzanine Associates Il L

Blackstone Mezzanine Associates Il USS |
Blackstone Mezzanine Associates L

Blackstone Mezzanine GP LL

Blackstone Mezzanine Holdings Il L.

Blackstone Mezzanine Holdings Il USS L
Blackstone Mezzanine Holdings L.

Blackstone Mezzanine Management Associates Il L.
Blackstone Mezzanine Management Associates 1l USSCL
Blackstone Mezzanine Management Associates L.

Alberta
Alberta
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Quebec
Quebec
Delaware
Delaware
Delaware
Quebec
Delaware
Delaware
Delaware
Korea
Korea
Delaware
Delaware
Cayman
Cayman
Cayman
Cayman
Cayman
Cayman
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware



Blackstone Participation Partners Cayman IV |
Blackstone Participation Partners Cayman V |
Blackstone Participation Partners F- NQ LP
Blackstone Participation Partners FCC L
Blackstone Participation Partners IV L
Blackstone Participation Partners USS V' |
Blackstone Participation Partners V L
Blackstone Participation Partnership (Cayma-NQ LP
Blackstone Partners L.L.(

Blackstone PB | L.L.C

Blackstone PB Il L.L.C

Blackstone Property Management L.L
Blackstone Property Management Limit
Blackstone Property Management S.A.F
Blackstone RE Capital Commitment Partners Il
Blackstone Real Estate (Cayman) IV L
Blackstone Real Estate (Cayman) V L
Blackstone Real Estate (Cayman)- Q Ltd.
Blackstone Real Estate (Cayman) VI L
Blackstone Real Estate Advisors Europe |
Blackstone Real Estate Advisors IlI L.
Blackstone Real Estate Advisors International L.l
Blackstone Real Estate Advisors IV L.L.
Blackstone Real Estate Advisors L

Blackstone Real Estate Advisors V L

Blackstone Real Estate Advisors VI L
Blackstone Real Estate Associates (Alberta) IV
Blackstone Real Estate Associates (Offshore) V
Blackstone Real Estate Associates (Offshore- Q L.P.
Blackstone Real Estate Associates (Offshore) VI

Blackstone Real Estate Associates Europe (Delavi#r- NQ L.L.C.

Blackstone Real Estate Associates Europe (Delaviiie) .C.
Blackstone Real Estate Associates Europ- NQ L.P.
Blackstone Real Estate Associates Europe Il

Blackstone Real Estate Associates International{iere) I L.L.C.
Blackstone Real Estate Associates Internationae{iere) L.L.C.
Blackstone Real Estate Associates InternationalRI
Blackstone Real Estate Associates International

Blackstone Real Estate Associates- NQ L.P.

Blackstone Real Estate Associates IV |

Blackstone Real Estate Associate- NQ L.P.

Blackstone Real Estate Associates V |

Blackstone Real Estate Associates- NQ L.P.

Blackstone Real Estate Associates VI L

Blackstone Real Estate Capital Commitment PartiieksP.
Blackstone Real Estate CMBS Associates |

Blackstone Real Estate Europe (Cayman- NQ Ltd.
Blackstone Real Estate Europe (Cayman) Il |

Blackstone Real Estate Europe Limi

Blackstone Real Estate France S

Blackstone Real Estate Holdings Europe- NQ L.P.

Cayman
Cayman
Delaware
Delaware
Delaware
Delaware
Delaware
Cayman
Delaware
Delaware
Delaware
Delaware
United Kingdorr
France
Delaware
Cayman
Cayman
Cayman
Cayman
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Alberta
Alberta
Alberta
Alberta
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Cayman
Cayman
United Kingdon
France
Alberta



Blackstone Real Estate Holdings Europe Il L Alberta

Blackstone Real Estate Holdings Il L Delaware
Blackstone Real Estate Holdings Il L Delaware
Blackstone Real Estate Holdings Internatic- A L.P. Alberta
Blackstone Real Estate Holdings Internationi Q L.P. Alberta
Blackstone Real Estate Holdings International R.l Alberta
Blackstone Real Estate Holdings - NQ L.P. Delaware
Blackstone Real Estate Holdings IV (Alberta) L Alberta
Blackstone Real Estate Holdings IV L Delaware
Blackstone Real Estate Holdings L Delaware
Blackstone Real Estate Holdings- NQ L.P. Delaware
Blackstone Real Estate Holdings V (Offshore) | Alberta
Blackstone Real Estate Holdings V L Delaware
Blackstone Real Estate Holdings - NQ L.P. Delaware
Blackstone Real Estate Holdings VI (Offshc- Q L.P. Alberta
Blackstone Real Estate Holdings VI (Offshore) L Alberta
Blackstone Real Estate Holdings VI L Delaware
Blackstone Real Estate Management Associates Euilo- NQ L.P. Alberta
Blackstone Real Estate Management Associates Edildp®. Alberta
Blackstone Real Estate Management Associates attenal 11 L.P. Alberta
Blackstone Real Estate Management Associates httenal L.P. Alberta
Blackstone Real Estate Partners Holdings United Kingdorr
Blackstone Real Estate Special Situations (Albdh&P L.P. Delaware
Blackstone Real Estate Special Situations AdvikdrsC. Delaware
Blackstone Real Estate Special Situations Assaclateope (Delaware) L.L.(C Delaware
Blackstone Real Estate Special Situations Assccitgope L.P Delaware
Blackstone Real Estate Special Situations Asscxiatel.C. Delaware
Blackstone Real Estate Special Situations Assacii-NQ LLC Delaware
Blackstone Real Estate Special Situations AssxiateC. Delaware
Blackstone Real Estate Special Situations Europgr{@n) Ltd. Cayman
Blackstone Real Estate Special Situations Europé GE. Delaware
Blackstone Real Estate Special Situations Europé&.GF Delaware
Blackstone Real Estate Special Situations Holdbg®pe L.P Alberta
Blackstone Real Estate Special Situations HoldihgsP. Delaware
Blackstone Real Estate Special Situations Holdir-NQ L.P. Delaware
Blackstone Real Estate Special Situations ManageAssociates Europe L.| Alberta
Blackstone Real Estate Special Situations -by-Side GP L.L.C Delaware
Blackstone Real Estate Special Situat-NQ Side-by-Side GP L.L.C Delaware
Blackstone Services Mauritius Il Lt Mauritius
Blackstone Services Mauritius Lt Mauritius
Blackstone SGP Associates (Cayman) IV | Cayman
Blackstone SGP Management Associates (Cayman)mv Cayman
Blackstone SGP Participation Partners Cayman IV Cayman
Blackstone Strategic Alliance Advisors L.L. Delaware
Blackstone Strategic Alliance Associates L.L Delaware
Blackstone Strategic Alliance Fund L Delaware
Blackstone TWF Family Investment Partnership | Delaware
BMAV L.L.C. Delaware
BMAV USS L.L.C. Delaware

BMEZ Advisors Il L.L.C. Delaware



BMEZ Advisors L.L.C.

BMP DL Side-by-Side GP LLC

BMP Il Side-by-Side GP LLC

BMP Il USS Sid-by-Side GP LLC
BMP Side-by-Side GP LLC

BRE Advisors Europe L.L.C

BRE Advisors Il L.L.C.

BRE Advisors International L.L.C

BRE Advisors IV L.L.C.

BRE Advisors V L.L.C.

BRE Advisors VI L.L.C.

BRE Associates International (Cayman) Il L
BRE Europe Ltc

BREA Connecticut Managers, L.L.
BREA International (Cayman) Il Lt
BREA International (Cayman) Lt
BREA IV - NQ L.L.C.

BREA IV L.L.C.

BREA Management of California L.L.(
BREA Management of Georgia L.L.!
BREA Management of lllinois L.L.C
BREA Management of New York L.L.C
BREA Management of Ohio L.L.C

BREA Property Management of California L.L.

BREA Property Management of Florida L.L.
BREA Property Management of Georgia |
BREA Property Management of Georgia L.L
BREA Property Management of lllinois Ir
BREA Property Management of lllinois L.L.t

BREA Property Management of Maryland L.L.
BREA Property Management of Massachusetts
BREA Property Management of Massachusetts L.
BREA Property Management of Michigan L.L.
BREA Property Management of New York L.L.

BREA Property Management of Ohio L.L.

BREA Property Management of Pennsylvania L.L

BREA Property Management of Virginia L.L.:
BREAV-NQL.L.C.

BREAV L.L.C.

BREA VI-N.Q.L.L.C.

BREA VI L.L.C.

BREAI (Delaware) Il L.L.C.
BREAI Il L.P.

BRECA LLC

BREM L.L.C.

BREMAI Il L.P.

BREP Europe II- NQ GP L.L.C.
BREP Europe II- NQ GP L.P.
BREP Europe Ill GP L.L.C
BREP Europe Il GP L.F

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Cayman
United Kingdorr
Delaware
Cayman
Cayman
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Alberta
Delaware
Delaware
Delaware
Delaware



BREP International GP L.L.C

BREP International GP L.}

BREP International Il GP L.L.C

BREP International Il GP L.F

BREP International -Q GP L.L.C.

BREP International -Q GP L.P.

BREP IV- NQ Sideby Side GP L.L.C
BREP |V (Offshore) GP L.L.C

BREP |V (Offshore) GP L.F

BREP IV Sid-by Side GP L.L.C

BREP V- NQ Sideby Side GP L.L.C
BREP V (Offshore) GP L.L.C

BREP V (Offshore) GP L.F

BREP V Sid-by Side GP L.L.C

BREP VI- NQ Sideby Side GP L.L.C
BREP VI (Offshore) GP L.L.C

BREP VI (Offshore) GP L.F

BREP VI-Q (Offshore) GP L.L.C

BREP VI-Q (Offshore) GP L.F

BREP VI Sid-by Side GF- L.L.C.

BTD CP Holdings LF

Equity Healthcare L.L.C

GSO Advisor Holdings L.L.C

GSO Associates LL(

GSO Capital Advisors, LL(

GSO Capital Opportunities Associates L
GSO Capital Opportunities Overseas Associates
GSO Capital Partners (California) LL
GSO Capital Partners (Texas)

GSO Capital Partners (UK) LT

GSO Capital Partners International L
GSO Capital Partners L

GSO CeInvestments Partners LL

GSO Debt Funds Management LI

GSO Holdings | LLC

GSO Holdings Il LLC

GSO Holdings Il LLC

GSO Legacy Associates LL

GSO Legacy Overseas Associates L
GSO Liquidity Associates LL(

GSO Liquidity Overseas Associates LI
GSO Liquidity Overseas Associates |
GSO Origination Associates LL

GSO Overseas Associates L

GSO Targeted Opportunity Associates L
GSO Targeted Opportunity Master Associates |
GSO Targeted Opportunity Overseas Associates
GSO VIPS LLC

Kailix Advisors L.L.C.

Kailix Associates L.L.C

Blackstone Market Opportunities Fund L
Park Hill Group Asia K.K

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
United Kingdon
United Kingdon
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Cayman
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Japar



Park Hill Group Holdings L.L.C

Park Hill Group Holdings Limites

Park Hill Group L.L.C.

Park Hill Real Estate Group L.L.(

PHG Holdings L.L.C

PHREG Holdings L.L.C

StoneCO |V Corporatio

Blackstone Strategic Equity Fund L
TBG Realty Corp

TBGHKL - Australian brancl

The Asia Opportunities Fund L

The Blackstone Group (Asia) Limite
The Blackstone Group (HK) Limite

The Blackstone Group Deutschland Gir
The Blackstone Group Europe Limit
The Blackstone Group International (Cayman) Lim
The Blackstone Group International Limit
The Blackstone Group Japan K.

The Blackstone Group Mauritius 11 Lt
The Blackstone Group Mauritius Lt
Blackstone Value Recovery Fund L

Delaware
United Kingdon
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
New York
Australia
Delaware
Hong Kong
Hong Kong
Germany
United Kingdon
Cayman
United Kingdorr
Japar
Mauritius
Mauritius
Delaware



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iféHewing Registration Statements of our reporsed February 26, 2010, relating to
the consolidated and combined financial statemeinihie Blackstone Group L.P. and subsidiaries ((B&one”),and the statement of financ
condition of Blackstone Group Management, L.L.@d ¢he effectiveness of Blackstone’s internal anndrer financial reporting, appearing in
this Annual Report on Form 10-K of Blackstone foe tyear ended December 31, 2009:

» Registration Statement No. 157632 (Common Units Representing Limited Partriprsiterests) on Form-3

* Registration Statement No. -151853 (Common Units Representing Limited Partriprstierests) on Form-3

* Registration Statement No. 157635 (The Blackstone Group L.P. 2007 Equity ItizerPlan) on Form -8

* Registration Statement No. -143948 (The Blackstone Group L.P. 2007 Equity ItizerPlan) on Form -8.
/s/ Deloitte & Touche LLI
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Exhibit 31.1
CHIEF EXECUTIVE OFFICER CERTIFICATION

I, Stephen A. Schwarzman, certify that:

1.
2.

| have reviewed this Annual Report on Forn-K for the year ended December 31, 2009 of The Biarie Group L.P

Based on my knowledge, this report does notaiorny untrue statement of a material fact or anttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtaisg with respect to the period
covered by this repor

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of opgerst and cash flows of the Registrant as of, andffie periods presented in this rep

The Registrar's other certifying officer and | are responsibledstablishing and maintaining disclosure contamld procedures (i
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13&-15(f) and 15-15(f)) for the Registrant and ha\

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under o
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 financiploming, or caused such internal control over faiahreporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the Regis’s disclosure controls and procedures and preséantbd report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport 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 Registraridurth quarter in the case of an annual repbat) has materially affected, or is reason:i
likely to materially affect, the Registré's internal control over financial reporting; @

The Registrant’s other certifying officer ankave disclosed, based on our most recent evaluatimwernal control over financial
reporting, to the Registrant’s auditors and thetazammittee of the Registrant’s board of direct@mspersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contraéiofinancial reporting which a
reasonably likely to adversely affect the Regid’s ability to record, process, summarize and refpmahcial information; an

b)  Any fraud, whether or not material, that invaweanagement or other employees who have a sigmifiole in the Registrant’s
internal control over financial reportin

Date: February 26, 201

/s/ Stephen A. Schwarzm

Stephen A. Schwarzm:

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 Annual Report on Forn-K for the year ended December 31, 2009 of The Biarie Group L.P

Based on my knowledge, this report does notaiorny untrue statement of a material fact or anttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtaisg with respect to the period
covered by this repor

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of opgerst and cash flows of the Registrant as of, andffie periods presented in this rep

The Registrar's other certifying officer and | are responsibledstablishing and maintaining disclosure contamld procedures (i
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13&-15(f) and 15-15(f)) for the Registrant and ha\

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhgeibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control over financiploming, or caused such internal control over faiahreporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the Regis’s disclosure controls and procedures and preséantbd report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport 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 Registraridurth quarter in the case of an annual repbat) has materially affected, or is reason:i
likely to materially affect, the Registré's internal control over financial reporting; @

The Registrant’s other certifying officer ankave disclosed, based on our most recent evaluatimwernal control over financial
reporting, to the Registrant’s auditors and thetazammittee of the Registrant’s board of direct@mspersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contraéiofinancial reporting which a
reasonably likely to adversely affect the Regid’s ability to record, process, summarize and refpmahcial information; an

b)  Any fraud, whether or not material, that invaweanagement or other employees who have a sigmifiole in the Registrant’s
internal control over financial reportin

Date: February 26, 201

/s/ Laurence A. Tos

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 Sarbané&3xley Act of 2002

In connection with the Annual Report of The Blackst Group L.P. (the “Partnership”) on Form 10-K thee year ended December 31,
2009 as filed with the Securities and Exchange Cimsion on the date hereof (the “Report”), |, StapAe Schwarzman, Chief Executive
Officer of Blackstone Group Management L.L.C., ¢fameral partner of the Partnership, certify, punsta 18 U.S.C. § 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2D02, that, to my knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; anc

(2) The information contained in the Report fairly pets, in all material respects, the financial ctadiand results of operations of 1
Partnership

Date: February 26, 201

/sl Stephen A. Schwarzman

Stephen A. Schwarzm:

Chief Executive Officer

of Blackstone Group Management L.L.

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



Exhibit 32.2

Certification of the Chief Financial Officer
Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant to Section 906 of the Sarbané3xley Act of 2002

In connection with the Annual Report of The Blackst Group L.P. (the “Partnership”) on Form 10-K thee year ended December 31,
2009 as filed with the Securities and Exchange Cimsion on the date hereof (the “Report”), |, Lawei. Tosi, Chief Financial Officer of
Blackstone Group Management L.L.C., the generahpawof the Partnership, certify, pursuant to 18.0. § 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, tihaty knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; anc
(2) The information contained in the Report fairly pets, in all material respects, the financial ctadiand results of operations of 1
Partnership

Date: February 26, 201

/s/ Laurence A. Tosi

Laurence A. Tos

Chief Financial Office

of Blackstone Group Management L.L.

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



Exhibit 99.1
Independent Auditors’ Report

To the Members of Blackstone Group Management L:L.C

We have audited the accompanying statement ofdinhoondition of Blackstone Group Management L .L({e “Company”) as of
December 31, 2009. This financial statement igé¢isponsibility of the Company’s management. Oupaasibility is to express an opinion on
this financial statement based on our audit.

We conducted our audit in accordance with geneeadbepted auditing standards as established butiging Standards Board (United
States) and in accordance with the auditing statsdafr the Public Company Accounting Oversight Bo@rdited States). Those standards
require that we plan and perform the audit to obtaasonable assurance about whether the statefrferdncial condition is free of material
misstatement. The Company is not required to hawewere we engaged to perform, an audit of itsrivdl control over financial reporting.
Our audit included consideration of internal cohtreer financial reporting as a basis for desigranglit procedures that are appropriate in the
circumstances, but not for the purpose of exprgsaimopinion on the effectiveness of the Compamg&rnal control over financial reporting.
Accordingly, we express no such opinion. An aullibancludes examining, on a test basis, evidenppating the amounts and disclosures in
the statement of financial condition, assessingatfeunting principles used and significant estasaade by management, as well as
evaluating the overall statement of financial ctindi presentation. We believe that our audit presid reasonable basis for our opinion.

In our opinion, such statement of financial corditpresents fairly, in all material respects, tharicial position of Blackstone Group
Management L.L.C. as of December 31, 2009, in aonity with accounting principles generally acceptedhe United States of America.

/s/ Deloitte & Touche LLP

New York, New York
February 26, 201



BLACKSTONE GROUP MANAGEMENT L.L.C.
Statement of Financial Condition
As of December 31, 2009

Assets

Cash $1
Members' Capital

Member’ Capital $1

Notes to Statement of Financial Condition

1. ORGANIZATION

Blackstone Group Management L.L.C. (the “Companyds formed as a Delaware limited liability compamyMarch 12, 2007. The
Company is the general partner of The Blackstormu@GL.P. (“Blackstone”).

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting—The Statement of Financial Gton has been prepared in accordance with accogiptiinciples generally
accepted in the United States of America.

3. RELATED PARTY TRANSACTIONS
All costs incurred by the Company in the managemedtoperation of Blackstone are allocated to,raimdbursed from, Blackston



