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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934 FOR THE QUARTERLY PERIOD ENDED SEPTEMBER 30, 2010

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

Commission File Number: 001-33551

The Blackstone Group L.P.

(Exact name of Registrant as specified in its chaet)

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

345 Park Avenue
New York, New York 10154

(Address of principal executive offices)(Zip Code)

(212) 583-5000

(Registrant’s telephone number, including area code

Indicate by check mark whether the Registrant gF)filed all reports required to be filed by Sewcti8 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordioch shorter period that the Registrant was redquadile such reports), and (2) has been
subject to such filing requirements for the pastiigs. YesX No O

Indicate by check mark whether the registrant ludsmtted electronically and posted on its corpokéiib site, if any, every Interactive
Data File required to be submitted and posted puntsto Rule 405 of Regulation S-T (8232.405 of tthiapter) during the preceding 12 months
(or for such shorter period that the registrant veagiired to submit and post such files). YES No [

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

Large accelerated filelx] Accelerated filer [J

Non-accelerated filer O Smaller reporting company
(Do not check if a smaller reporting compa

Indicate by check mark whether the Registrantshell company (as defined in Rule 12b-2 of the Bxgje Act). Yes[O No
The number of the Registrant’s voting common urgfgesenting limited partner interests outstandmgf October 29, 2010 was

258,577,585. The number of the Registrant’s noflmgatommon units representing limited partner iests outstanding as of October 29, 2010
was 109,083,468.
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Forward-Looking Statements

This report may contain forwaildoking statements within the meaning of SectioA 27 the Securities Act of 1933 and Section 21Ehal
Securities Exchange Act of 1934 which reflect aunrent views with respect to, among other things,aperations and financial performance.
You can identify these forward-looking statementgh® use of words such as “outlook,” “believegXpects,” “potential,” “continues,” “may,”
“will,” “should,” “seeks,” “approximately,” “predits,” “i plans,” “estimates,” “anticipatesit the negative version of these words or

intends,
other comparable words. Such forward-looking stat@isiare subject to various risks and uncertairdiesordingly, there are or will be
important factors that could cause actual outcomnessults to differ materially from those indicadi@ these statements. We believe these fa
include but are not limited to those described unle section entitled “Risk Factors” in our anntegort on Form 10-K for the year ended
December 31, 2009 and in this report, as suchrfaomay be updated from time to time in our periddicgs with the SEC, which are accessible
on the SEC’s website at www.sec.gov. These fadioosild not be construed as exhaustive and shoulédakin conjunction with the other
cautionary statements that are included in thisntegind in our other periodic filings. We undertadeeobligation to publicly update or review ¢
forward-looking statement, whether as a resultesf information, future developments or otherwise.
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In this report, references to “Blackstone,” thertRarship”, “we,” “us” or “our” refer to The Blacksne Group L.P. and its consolidated
subsidiaries. Unless the context otherwise requiegsrences in this report to the ownership of $tephen A. Schwarzman, our co-founder, and
other Blackstone personnel include the ownershipeofonal planning vehicles and family memberie$é individuals.

“Blackstone Funds,” “our funds” and “our investmémds” refer to the private equity funds, reabgstfunds, funds of hedge funds, credit-
oriented funds, collateralized loan obligation (‘@) vehicles, and closed-end mutual funds thataa@aged by Blackstone. “Our carry funds”
refer to the private equity funds, real estate fuadd certain of the credit-oriented funds (withtiyeear drawdown, commitment-based
structures that only receive carry on the realimatf an investment) that are managed by Blackst@er hedge funds” refer to our funds of
hedge funds, certain of our real estate debt invest funds and certain other credit-oriented fuhds 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 canrg funds plus the capital that we are entitleddlh from investors in those funds
pursuant to the terms of their capital commitmeathose funds (plus the fair value of co-investtaemranged by us that were made
by limited partners of our funds in portfolio conrmi@s of such funds and on which we receive feesaarried interest allocatior

(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 taaghamanaged accounts; 8

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

Our carry funds are commitment-based drawdown &tred funds that do not permit investors to red#asir interests at their election.
Interests related to our funds of hedge funds &mthin of our credit-oriented funds are generalilgject to annual, semi-annual or quarterly
withdrawal or redemption by investors upon advamgéen notice, with the majority of our funds rédong from 60 days up to 95 days’ notice,

depending on the fund and the liquidity profiletioé underlying assets. Investment advisory agretametated to separately managed accounts
may generally be terminated by an investor on 3@0tdays’ notice.

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

(a) for our Blackstone Capital Partners (“BCP”) @idckstone Real Estate Partners (“BRERT)ds where the investment period has
expired, the amount of capital commitmet

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

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

(f) 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 toaghamanaged accoun

(h) the gross amount of underlying assets of our CL@®st; anc

(i) the gross amount of assets (including leverageddiorcredit oriented clos-end mutual fund

Our calculations of assets under management areidieeng assets under management may differ frencdlculations of other asset

managers, and as a result this measure may natnipgacable to similar measures presented by otlset azgnagers. In addition, our calculation
of assets under management includes
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commitments to, and the fair value of, investedtea our funds from Blackstone and our personregjardless of whether such commitments
or invested capital are subject to fees. Our d@imé of assets under management or fee-earniegsassder management are not based on any

definition of assets under management or fee-egradsets under management that is set forth iagheements governing the investment funds
that we manage.

For our carry funds, total assets under managemelntdes the fair value of the investments heldesels fee-earning assets under
management includes the amount of capital commitsn@nthe remaining amount of invested capitalost,cdepending on whether the
investment period has or has not expired. As si@gehearning assets under management may be gtieatetotal assets under management wher
the aggregate fair value of the remaining investsienless than the cost of those investments.

This report does not constitute an offer of anyck&ione Fund.
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PART | FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

THE BLACKSTONE GROUP L.P.

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

December 31
September 30

2010 2009

Assets
Cash and Cash Equivalel $1,016,22¢ $ 952,09t
Cash Held by Blackstone Funds and Other ($352, 391,69: 86,08
Investments ($7,655,95 11,026,73 3,565,48:
Accounts Receivable ($84,58 424,93: 306,30°
Reverse Repurchase Agreeme 287,44! —
Due from Affiliates ($33,230 657,34. 759,90°
Intangible Assets, Ne¢ 820,16¢ 919,47
Goodwill 1,703,60: 1,703,60.
Other Assets ($46,84. 295,43t 172,55¢
Deferred Tax Assel 1,117,310 943,51:

Total Assets $17,740,89 $9,409,02
Liabilities and Partners’ Capital
Loans Payable ($5,665,4¢ $ 6,735,73I $ 657,62
Due to Affiliates ($275,345 1,701,43: 1,410,06!
Accrued Compensation and Bene 760,16( 488,94!
Securities Sold, Not Yet Purchas 264,03 357
Accounts Payable, Accrued Expenses and Other itiabi{$145,681 623,73( 308,50(

Total Liabilities 10,085,09 2,865,49:

Commitments and Contingencie:

Redeemable No-Controlling Interests in Consolidated Entities 587,39 526,31:
Partners’ Capital

Partners’ Capital (common units: 369,463,277 issaredioutstanding as of September 30, 2010;
319,939,772 issued and outstanding as of Decemh&089)

Appropriated Partne’ Capital
Accumulated Other Comprehensive Inco
Non-Controlling Interests in Consolidated Entit
Non-Controlling Interests in Blackstone Holdin

Total Partners’ Capital

Total Liabilities and Partners’ Capital

entities which are variable interest or voting ietd entities.

See notes to condensed consolidated financiahséaes.

4

3,580,48:  3,376,70
551,73 —
5,99¢ 2,42
693,30 540,28
2,236,87.  2,097,81
7,068,39  6,017,22
$17,740,89  $9,409,02.

Asset and liability amounts in parentheses reptebenportion of the September 30, 2010 consol@tlatdance attributable to Blackstone Fund
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THE BLACKSTONE GROUP L.P.

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

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
Revenues
Management and Advisory Fe $ 362,52: $ 367,60 $ 1,123,40: $ 1,049,601
Performance Fees and Allocatic
Realized 66,147 (3,452) 171,94: 2,00¢
Unrealizec 199,82: 157,46" 312,30 8,932
Total Performance Fees and Allocatic 265,96¢ 154,01! 484,24! 10,93¢
Investment Income (Los:
Realized 13,54: 6,27¢ 29,49: 7,55¢€
Unrealizec 127,42¢ 58,53( 371,69: (36,149
Total Investment Income (Los 140,97( 64,80¢ 401,18: (28,597)
Interest and Dividend Reven 10,07t 6,702 25,92: 11,12¢
Other 4,46¢ 3,89 572 5,28(
Total Revenues 784,00( 597,02! 2,035,32 1,048,35:
Expenses
Compensation and Benef
Base Compensatic 664,00 923,27: 2,556,66! 2,805,56'
Performance Fee Relat
Realized 24,96: (712) 55,58 1,014
Unrealizec 104,32: 58,06¢ 158,03: (75,85%)
Total Compensation and Benel 793,29( 980,62¢ 2,770,27 2,730,721
General, Administrative and Oth 114,29: 110,64: 341,85! 328,51°
Interest Expens 11,76¢ 5,25¢ 26,63! 6,744
Fund Expense 6,422 1,267 15,48¢ 5,871
Total Expenses 925,76¢ 1,097,79: 3,154,24! 3,071,85!
Other Income
Net Gains from Fund Investment Activiti 285,07 73,81: 397,62! 97,35
Income (Loss) Before Provision (Benefit) for Taxe 143,30: (426,959 (721,29) (1,926,15)
Provision (Benefit) for Taxes (4,225 52,551 24,80: 81,167
Net Income (Loss) 147,52 (479,510 (746,099 (2,007,31)
Net Income Attributable to Redeemable No-Controlling Interests in Consolidated Entities 23,62¢ 50,281 47,17 90,51¢
Net Income (Loss) Attributable to Nor-Controlling Interests in Consolidated Entities 242,72 3,622 320,81t (33,45()
Net Income (Loss) Attributable to Nor-Controlling Interests in Blackstone Holdings (74,467) (357,23() (755,03) (1,492,34)
Net Income (Loss) Attributable to The Blackstone Goup L.P. $ (44,359 $  (176,18) $ (359,05 $  (572,04)
Net Loss Per Common Unit, Basic and Dilute:
Common Units $ (0.19 $ (1.09)
Common Units Entitled to Priority Distributiol $ (0.60) $ (2.09
Common Units Not Entitled to Priority Distributiol $ 0.91 $ (2.95
Weighted-Average Common Units Outstandinc— Basic and Diluted
Common Units 370,101,58 352,794,38
Common Units Entitled to Priority Distributiol 283,243,48 277,390,90
Common Units Not Entitled to Priority Distributio 8,311,08! 3,465,95(
Revenues Earned from Affiliates
Management and Advisory Fe $ 34,24 $ 23,01¢ $ 110,35¢ $ 68,48¢

See notes to condensed consolidated financiahséaes.

5
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THE BLACKSTONE GROUP L.P.

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

Redeemable
Non- Non-
Accumulated  Controlling Non- Controlling
Appropriated Other Interests in Controlling Interests in
Comprehensive Consolidatec  Interests in Total Consolidatec Comprehensive
Common Partners’ Partners’ Blackstone Partners’
Units Capital Capital Income Entities Holdings Capital Entities Income (Loss)

Balance at
December 31,
2009 319,939,77 $3,376,70° $ — % 2,42(C $ 540,28. $2,097,81. $6,017,22: $ 526,31:

Transition and

Acquisition

Adjustments

Relating to

Consolidatiol

of CDO and

CLO Entities — — 406,85¢ — 56 — 406,91 — —
Net Income

(Loss) — (359,05) 161,85 — 158,96:  (755,03) (793,27() 47,17 (746,099*
Currency

Translation

Adjustment — — (16,975 3,57¢ — — (13,39¢) — (13,39¢)*
Comprehensive

(Income)

Loss

Attributable

to Non-

Controlling

Interest — — — — — — — — 404,01¢
Reclassification

of Capital

Due to Non-

Controlling

Interest

Holders — — — — (60,199 — (60,199 — —
Capital

Contributions — — — — 111,97( — 111,97( 64,12°¢ —
Capital

Distributions — (171,809 — — (41,847 (317,469 (531,119 (47,077 —
Transfer of Nor

Controlling

Interests in

Consolidatec

Entities — — — — (15,929 15,927 — — —
Purchase of

Interests fror

Certain Non-

Controlling

Interest

Holders — (153 — — — — (153 — —
Deferred Tax

Effects

Resulting

from

Acquisition

of Ownershif

Interests fror

Non-

Controlling

Interest

Holders — 34,41° — — — — 34,41°F — —
Equity-Based



Compensatiol — 609,91: — — — 1,308,05 1,917,96: — —
Relinquished in

Deconsolidal

of

Partnershi — — — — — — — (3,13¢) —
Net Delivery of

Vested

Common

Units 6,456,31! (20,757 — — — — (20,759 — —
Repurchase of

Common

Units and

Blackstone

Holdings

Partnership

Units (84,88¢) (1,199 — — — — (1,199) — —
Change in The

Blackstone

Group L.P.’s

Ownership

Interest — (8,460 — — — 8,46( — — —
Conversion of

Blackstone

Holdings

Partnership

Units to

Blackstone

Common

Units 43,152,07 120,88( — — — (120,88() — — —

Balance at
September 30,
2010 369,463,27 $3,580,48! $ 551,73 $ 5,99¢ $ 693,30( $2,236,87. $7,068,39! $ 587,39¢ $ (355,476**

* Total Condensed Consolidated Comprehensive Incamuelgthe sum of these amoutr
**  Total Comprehensive Income Attributable to The B&tone Group L.F

See notes to condensed consolidated financiahséamtis.

6
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THE BLACKSTONE GROUP L.P.

Condensed Consolidated Statements of Cash Flows (alrdited)

(Dollars in Thousands)

Operating Activities
Net Income (Loss

Adjustments to Reconcile Net Income (Loss) to NaslCProvided by (Used in) Operating Activiti

Blackstone Funds Relate

Unrealized Depreciation (Appreciation) on Investtsefllocable to Non-Controlling

Interests in Consolidated Entiti
Net Realized (Gains) Losses on Investmi

Changes in Unrealized (Gains) Losses on Investn#didsable to Blackstone Grou

Unrealized Depreciation on Hedge Activiti
Non-Cash Performance Fees and Allocati
Non-Cash Performance Fee Related Compens
Equity-Based Compensation Exper
Amortization of Intangible:
Other Noi-Cash Amounts Included in Net Incor
Cash Flows Due to Changes in Operating Assets &iillities:
Cash Held by Blackstone Funds and O
Cash Relinquished with Deconsolidation of Partnigr
Accounts Receivabl
Reverse Repurchase Agreeme
Due from Affiliates
Other Asset:
Accrued Compensation and Bene
Securities Sold, Not Yet Purchas
Accounts Payable, Accrued Expenses and Other itiabi
Due to Affiliates
Short Term Investments Purcha:
Cash Proceeds from Sale of Investm
Blackstone Funds Relate
Investments Purchas:
Cash Proceeds from Sale of Investm:
Net Cash Provided by (Used in) Operating Activi
Investing Activities
Purchase of Furniture, Equipment and Leaseholddegments
Net Cash Paid for Acquisition of Management Cong
Changes in Restricted Ca
Net Cash Used in Investing Activitir
Financing Activities
Distributions to No-Controlling Interest Holders in Consolidated Eesi
Contributions from No-Controlling Interest Holders in Consolidated Eesi

See notes to condensed consolidated financiahséaes.

7

Nine Months Ended
September 30,

2010 2009
$ (746,099 $(2,007,319)
(533,46¢) (110,42)
(140,099 140,37"
(352,50¢) 40,99:
48,95: 8,79¢
(192,209 (121,97)
213,61¢ (74,847
1,924,35! 2,238,97!
121,20¢ 118,53
19,34¢ 17,977
(48,37¢) 833,60(
(3,13¢) —
(79,627 68,931
(287,44%) —
13,107 512,71:
(100,38 103,20:¢
62,52( (23,549
262,39! (60€)
253,98t (999,179
(33,600 (261,449
(1,785,83) (1,030,00i)
1,390,99 —
(2,344,14)) (292,19
2,652,55. 742 ,95(
316,11! (94,477
(30,58 (18,329
(21,899 —
35 1,23¢
(52,45() (17,08
(77,039 (84,339
117,89¢ 138,78!
continued.
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THE BLACKSTONE GROUP L.P.

Condensed Consolidated Statements of Cash Flows (alrdited)—(Continued)
(Dollars in Thousands)

Purchase of Interests from Certain [-Controlling Interest Holder
Net Settlement of Vested Common Units and Repueb&d€ommon and Holdings Uni
Proceeds from Loans Payal
Repayment of Loans Payal
Distributions to Unitholder
Blackstone Funds Relate
Proceeds from Loans Payal
Repayment of Loans Payal
Net Cash Provided by (Used in) Financing Activit
Effect of Exchange Rate Changes on Cash and Cashidkents

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 Informatiot
Payments for Intere:

Payments for Income Tax

Supplemental Disclosure of No-Cash Operating Activities
Net Activities Related to Capital Transactions @inGolidated Blackstone Fun

Net Assets Related to the Consolidation of CDO @h® Vehicles
Reclassification of Capital Due to N-Controlling Interest Holder
In-kind Contribution of Capite

Notes Issuance Cos

Transfer of Interests to N-Controlling Interest Holder

Change in The Blackstone Group I's Ownership Intere:

Net Settlement of Vested Common Ur

Conversion of Blackstone Holdings Units to Commaritt)

Exchange of Founde’ and Nor-Controlling Interest Holde’ Interests in Blackstone Holding
Deferred Tax Asse

Due to Affiliates
Partner’ Capital

See notes to condensed consolidated financiahséses.

8

Nine Months Ended
September 30,

2010 2009
$ (159 $ (8,87)
(21,95%) (56,18%)
408,57- 592,51
(34,207 (320,21))
(489,27 (167,399
14,01 —
(93,099 —
(175,240 94,28¢
(24,297 —
64,13: (17,267
952,09¢ 503,73
$1,016,22! $ 486,47(
$  2,96¢ $ 168
$ 51,31 $  49,89¢
$ 4,03 $  501¢
$ 406,91 $ —
$ (60,19) $  —
$ 7551¢ $ —
$ 2,00 $  4,66:
$ (15,92) $ 18,33
$ (8,460 $ —
$ 133,90° $ 140,75
$ 120,88( $  66,82(
$ (184,83) $ (134,12}
$ 150,41( $ 114,00°
$ 3441F $ 20,11¢
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THE BLACKSTONE GROUP L.P.

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

1. ORGANIZATION

The Blackstone Group L.P., together with its suiasids, (“Blackstone” or the “Partnership”) is adkng global manager of private capital
and provider of financial advisory services. Thermlative asset management business includes thaegement of private equity funds, real
estate funds, funds of hedge funds, credit-oriefuads, separately managed accounts and publadiett closed-end mutual funds (collectively
referred to as the “Blackstone Funds”). Blackstals® provides various financial advisory serviéesluding financial advisory, restructuring
and reorganization advisory and fund placementisesvBlackstone’s business is organized into fmgments: private equity; real estate; credit
and marketable alternatives; and financial advisory

The Partnership was formed as a Delaware limitethgeship on March 12, 2007. The Partnership isagad and operated by its general
partner, Blackstone Group Management L.L.C., wigdn turn wholly-owned and controlled by one oBkstone’s founders, Stephen A.
Schwarzman (the “Founder”), and Blackstone’s offeior managing directors.

The activities of the Partnership are conductedugh its holding partnerships: Blackstone HoldihgsP.; Blackstone Holdings Il L.P.;
Blackstone Holdings Il L.P. and Blackstone Holdiny L.P. (collectively, “Blackstone Holdings”, “Btkstone Holdings Partnerships” or the
“Holding Partnerships”). On June 18, 2007, in pragian for an initial public offering (“IPQ”), thpredecessor owners (“Predecessor Owners”)
of the Blackstone business completed a reorganizdtie “Reorganization”) whereby, with certain iied exceptions, the operating entities of
the predecessor organization and the intellectugdgoty rights associated with the Blackstone namee contributed (“Contributed Businesses”
to five holding partnerships (Blackstone HoldindsP., Blackstone Holdings Il L.P., Blackstone Halgk Il L.P., Blackstone Holdings IV L.P.
and Blackstone Holdings V L.P.) either directlyimdirectly via a sale to certain wholly-owned suliaiies of the Partnership and then a
contribution to the Holding Partnerships. The Penthip, through its wholly-owned subsidiaries hie sole general partner in each of these
Holding Partnerships. The reorganization was aclfor as an exchange of entities under commotraldior the component of interests
contributed by the Founders and the other senioragiag directors (collectively, the “Control Groy@nd as an acquisition of non-controlling
interests using the purchase method of accountinglfthe predecessor owners other than the CloGtaup.

On January 1, 2009, the number of Holding Partnpssivas 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 HolgénlV L.P. was renamed Blackstone
Holdings Il L.P. and Blackstone Holdings V L.P.swenamed Blackstone Holdings IV L.P. Blackstonédihgs refers to the five holding
partnerships prior to the January 2009 reorgamirand the four holding partnerships subsequethetdanuary 2009 reorganization.

Generally, holders of the limited partner interestthe four Holding Partnerships may, up to famds each year, exchange their limited
partnership interests (“Partnership Units”) for &atone Common Units, on a one-to-one basis, exghgone Partnership Unit in each of the
four Holding Partnerships for one Blackstone Comroit.

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying unaudited condensed consolidataddial statements of the Partnership have bespaped in accordance with
accounting principles generally accepted in thetéthStates of America (“GAAP”) for interim finantiaformation and the instructions to Form
10-Q. The condensed consolidated financial statesnamiuding these notes, are unaudited and egcdothe of the disclosures required in
annual financial
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THE BLACKSTONE GROUP L.P.

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

statements. Management believes it has made absary adjustments (consisting of only normal méegiitems) so that the condensed
consolidated financial statements are presentelg faid that estimates made in preparing its coselémrtonsolidated financial statements are
reasonable and prudent. The operating resultsmexséor interim periods are not necessarily intiveaof the results that may be expected for
any other interim period or for the entire yeare3® condensed consolidated financial statementddshe read in conjunction with the audited
consolidated financial statements included in tagrfership’s Annual Report on Form 10-K filed witie Securities and Exchange Commission.

The condensed consolidated financial statemenlisdadhe accounts of the Partnership, its whollyred or majority-owned subsidiaries,
the consolidated entities which are consideredetedriable interest entities and for which the anghip is considered the primary beneficiary,
and certain partnerships or similar entities wtdoh not considered variable interest entities uthich the Partnership has a controlling
financial interest.

All intercompany balances and transactions have béminated in consolidation.

Certain reclassifications have been made to pear ymounts to conform to the current year pretientas follows:

» Beginning in 2010, Blackstone elected to separgisgent performance fee related unrealized alidedacompensation expense as
an Adjustment to Reconcile Net Income (Loss) to Glash Provided by (Used in) Operating Activitieshie Condensed Consolida
Statements of Cash Flows. Previously, amounts imeteded in Cash Flows Due to Changes in Operdgiisgets and Liabilities
within Due to Affiliates, Due from Affiliates and/@ccrued Compensation and Benefits. The reclasgifin has no impact on Net
Cash Provided by Operating Activitie

* As of September 30, 2010, Blackstone elected tars¢gly present Securities Sold, Not Yet Purchaséite Condensed Consolida
Statements of Financial Condition. Previously, ¢ghesounts were included in Accounts Payable, ActExpenses and Other
Liabilities. The reclassification has no impactTotal Liabilities.

Consolidation

The Partnership consolidates all entities thabiittimls through a majority voting interest or otlise, including those Blackstone Funds in
which the general partner is presumed to have abitthough the Partnership has a non-controllimgrest in the Blackstone Holdings
Partnerships, the limited partners do not haveitiie to dissolve the partnerships or have substakick out rights or participating rights that
would overcome the presumption of control by theriaship. Accordingly, the Partnership consoliddéackstone Holdings and records non-
controlling interests to reflect the economic iess of the limited partners of Blackstone Holdings

In addition, the Partnership consolidates all uadanterest entities (“VIE”) in which it is the iprary beneficiary. An enterprise is
determined to be the primary beneficiary if it rollcontrolling financial interest. A controllingpéncial interest is defined as (a) the power to
direct the activities of a variable interest enthgt most significantly impact the entity’s busisend (b) the obligation to absorb losses of the
entity or the right to receive benefits from theitgrthat could potentially be significant to thanable interest entity. The revised consolidation
rules require an analysis to (a) determine whedhegntity in which the Partnership holds a variahierest is a variable interest entity and
(b) whether the Partnership’s involvement, throhighding interests directly or indirectly in the #ytor contractually through other variable
interests (e.g., management and
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performance related fees), would give it a contiglfinancial interest. Performance of that anaysiquires the exercise of judgment. Where the
variable interest entities have qualified for tlefedral of the revised consolidation rules as dised in “Recent Accounting Developments”, the
analysis is based on previous consolidation rdibBsse rules require an analysis to (a) determirgthveln an entity in which the Partnership holds
a variable interest is a variable interest entitgt é0) whether the Partnership’s involvement, tigftoholding interests directly or indirectly in the
entity or contractually through other variable netgs (e.g., management and performance relatejl feeuld be expected to absorb a majorit
the variability of the entity. Under both guidelsehe Partnership determines whether it is thegmy beneficiary of a VIE at the time it becor
involved with a variable interest entity and reddess that conclusion continuously. In evaluatirfgether the Partnership is the primary
beneficiary, Blackstone evaluates its economia@is in the entity held either directly by thetRarship or indirectly through employees. The
consolidation analysis can generally be performealitatively; however, if it is not readily appatehat the Partnership is not the primary
beneficiary, a quantitative analysis may also éopemed. Investments and redemptions (either byPéenership, affiliates of the Partnership or
third parties) or amendments to the governing damtsof the respective Blackstone Funds could tffle@ntity’s status as a VIE or the
determination of the primary beneficiary. At eaeparting date, the Partnership assesses whetbehé primary beneficiary and will

consolidate or deconsolidate accordingly.

Blackstone’s other disclosures regarding VIEs aeussed in Note 9. “Variable Interest Entities”.

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 factorgluding the type of financial instrument, the
characteristics specific to the financial instrutnamd the state of the marketplace, including ttistence and transparency of transactions
between market participants. Financial instrumeuitis readily available quoted prices in active neskgenerally will have a higher degree of
market price observability and a lesser degreaddment used in measuring fair value.

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

» Level | — Quoted prices are available in active kegs for identical financial instruments as of thporting date. The type of
financial instruments in Level | include listed éips and listed derivatives. The Partnership dussadjust the quoted price for these
investments, even in situations where Blackstoridswa large position and a sale could reasonalghaaithe quoted pric

* Level Il — Pricing inputs are other than quotedps in active markets, which are either directlyndirectly observable as of the
reporting date, and fair value is determined thhothge use of models or other valuation methodokdtnancial instruments which
are generally included in this category includepooate bonds and loans, less liquid and restrietgdty securities, certain over-the-
counter derivatives where the fair value is basedlzservable inputs, and certain fund of hedgedundestments in which
Blackstone has the ability to redeem its investna¢met asset value at, or within three monthshefreporting date

» Level lll — Pricing inputs are unobservable for fir@ancial instruments and includes situations etteere is little, if any, market
activity for the financial instrument. The inputga the determination of fair value require sigeafit management judgment or
estimation. Financial instruments that are incluitetthis category generally include general andtéohpartnership interests in
private equity
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and real estate funds, credit-oriented funds, eised debt and ndanvestment grade residual interests in securitzati collateralize
loan obligations, certain over the counter derixegiwhere the fair value is based on unobservaples and certain funds of hedge
funds which use net asset value per share to deteffair value in which Blackstone may not have dabdity to redeem its
investment at net asset value at, or within threathrs of, the reporting date. Blackstone may nwelthe ability to redeem its
investment at net asset value at, or within threathrs of, the reporting date if an investee funchager has the ability to limit the
amount of redemptions, and/or the ability to -pocket investments, irrespective of whether sudltyhas been exercise

In certain cases, the inputs used to measuredhievnay fall into different levels of the fair val hierarchy. In such cases, the
determination of which category within the fair walhierarchy is appropriate for any given finangiatrument is based on the lowest level of
input that is significant to the fair value measnest. The Partnership’s assessment of the signdeaf a particular input to the fair value
measurement in its entirety requires judgment amsiders factors specific to the financial instraime

In certain cases, debt and equity securities dresdaon the basis of prices from an orderly tratisadetween market participants provi
by reputable dealers or pricing services. In deit@mg the value of a particular investment, pricsggvices may use certain information with
respect to transactions in such investments, goatafrom dealers, pricing matrices, market tratisas in comparable investments and various
relationships between investments.

In the absence of observable market prices, Blaokstalues its investments using valuation methagles applied on a consistent basis.
For some investments little market activity mayséxmnanagement’s determination of fair value isithased on the best information available in
the circumstances, and may incorporate managemewti assumptions and involves a significant degf¢edgment, taking into consideratio
combination of internal and external factors, inlihg the appropriate risk adjustments for non-penénce and liquidity risks. Investments for
which market prices are not observable includegteininvestments in the equity of operating compmanizal estate properties or certain funds of
hedge funds. The valuation technique for eachedetinvestments is described below:

Private Equity Investments Fhe fair values of private equity investments agtetmined by reference to projected net earniraysirgs
before interest, taxes, depreciation and amortingtiEBITDA”), the discounted cash flow method, fiabmarket or private transactions,
valuations for comparable companies and other nmeasuvhich, in many cases, are unaudited at thergomived. Valuations may be derived by
reference to observable valuation measures for ecatfe companies or transactions (e.g., multiplghgy performance metric of the investee
company such as EBITDA by a relevant valuation ipldtobserved in the range of comparable compani¢mnsactions), adjusted by
management for differences between the investmahtte referenced comparables, and in some ingtdnyceeference to option pricing models
or other similar methods. Private equity investraenay also be valued at cost for a period of tifter an acquisition as the best indicator of
value.

Real Estate Investments Fhe fair values of real estate investments, arerdehed by considering projected operating cashd|sales of
comparable assets, if any, and replacement coste@pther measures. The methods used to estinefaittvalue of real estate investments
include the discounted cash flow method and/ortelipation rates (“cap rates”) analysis. Valuatiomsy be derived by reference to observable
valuation measures for comparable companies otsa@sg., multiplying a key performance metric lud investee company or asset, such as
EBITDA, by a relevant valuation multiple observedfie range of comparable companies or transagtiadgisted by management for
differences between the investment and the referkenc

12



Table of Contents

THE BLACKSTONE GROUP L.P.

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

comparables, and in some instances by referenmgtitan pricing models or other similar methods. Aidaally, where applicable, projected
distributable cash flow through debt maturity veilbo be considered in support of the investmert'sying value.

Funds of Hedge Funds Btackstone Funds’ direct investments in funds afdeefunds (“Investee Funds”) are valued at nettasdee
(“NAV") per share of the Investee Fund. If the P@rship determines, based on its own due diliganceinvestment procedures, that NAV per
share does not represent fair value, the Partevaliestimate the fair value in good faith andaiimanner that it reasonably chooses, in
accordance with its valuation policies.

Credit-Oriented Investments Fhe fair values of credit-oriented investmentsgererally determined on the basis of prices between
market participants provided by reputable dealerwicing services. In some instances, Blackstoag atilize 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 Accountingdgulinvestment Companies
and reflect their investments, including majorityraed and controlled investments (the “Portfolio @amies”), at fair value. Blackstone has
retained the specialized accounting for the codat#d Blackstone Funds. Thus, such consolidatedsfunvestments are reflected in
Investments on the Condensed Consolidated StateroERtnancial Condition at fair value, with uniigall gains and losses resulting from
changes in fair value reflected as a componentatf®ains from Fund Investment Activities in the @ensed Consolidated Statements of
Operations. Fair value is the amount that woulddeeived to sell an asset or paid to transferkalilig, in an orderly transaction between market
participants at the measurement date (i.e., thepeice).

Blackstone’s principal investments are presentddiatvalue with unrealized appreciation or depation and realized gains and losses
recognized in the Condensed Consolidated Staternéfiperations within Investment Income (Loss).

For certain instruments, the Partnership has aldbie fair value option. Such election is irrevdeadnd is applied on an investment by
investment basis at initial recognition. The Pardsh@ has applied the fair value option for cerfaens and receivables and certain investments
in private debt and equity securities, that othsewivould not have been carried at fair value wiimg and losses recorded in net income, to
consistently account for principal investments Haldhe Partnership. Loans extended to third paeie recorded within Accounts Receivable
within the Condensed Consolidated Statements afrigiiml Condition. Debt and equity securities foiishtthe fair value option has been elected
are recorded within Investments. The methodologyfeasuring the fair value of such investment®issistent with the methodology applied to
private equity, real estate, credit-oriented amdl&iof hedge funds investments. Changes in thedhie of such instruments are recognized in
Investment Income (Loss) in the Condensed Condeliti&tatements of Operations. Interest income temast bearing loans and receivables and
debt securities on which the fair value option basn elected is based on stated coupon ratesedlfastthe accretion of purchase discounts and
the amortization of purchase premiums. This intare®me is recorded within Interest and Dividerel/Bnue.

In addition, the Partnership has elected the faluer option for the assets and liabilities of dertallateralized loan obligation (“CLO”)
vehicles that are consolidated as of January 10,264 a result of the initial adoption of revisediable interest entity consolidation rules. The
Partnership has also elected the fair value oftio€LO vehicles consolidated as of April 1, 20X@iauly 20, 2010, as a result of the
acquisitions
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of CLO management contracts as described in Not&cuisitions, Goodwill and Intangible Assets.” &lransition adjustment resulting from
the difference between the fair value of assetsliabdities for each of these events is presemtétin the Condensed Consolidated Statement of
Changes in Partners’ Capital as Appropriated Pest@apital. Assets of the consolidated CLOs assented within Investments within the
Condensed Consolidated Statements of Financial iGoménd Liabilities within Loans Payable for taemounts due to unaffiliated third parties
and Due to Affiliates for the amounts held by namsolidated affiliates. Changes in the fair valbleansolidated CLO assets and liabilities and
related interest, dividend and other income subeseioio adoption are presented within Net Gains flamd Investment Activities and are
attributable to Non-Controlling Interests in Coridated Entities in the Condensed Consolidated Bit¢s of Operations.

Further disclosure on instruments for which the ¥alue option has been elected is presented ie KotFair Value Option” to the
Condensed Consolidated Financial Statements.

Security and loan transactions are recorded oade tdate basis.

Equity Method Investments

Investments where the Partnership is deemed ta sigmificant influence, but not control, are acotad for using the equity method of
accounting. Under the equity method of accountihg,Partnership’s share of earnings (losses) frguityemethod investments is included in
Investment Income (Loss) in the Condensed Condelid&tatements of Operations. The carrying amaafrgguity method investments are
reflected in Investments in the Condensed Congelil&tatements of Financial Condition. As the ulyiley investments of the Partnership’s
equity method investments are reported at fairesalue carrying value of the Partnership’s equigthod investments are at fair value.

Repurchase and Reverse Repurchase Agreements

Securities purchased under agreement to resellgfse repurchase agreements”) and securities adier agreements to repurchase
(“repurchase agreements”), comprising primarilyjJa®. and non-U.S. government and agency securitisgt-backed securities and corporate
debt, represent collateralized financing transasti®Guch transactions are recorded in the Condesesblidated Statements of Financial
Condition at their contractual amounts and incladerued interest. Repurchase Agreements are irttindéccounts Payable, Accrued Expen
and Other Liabilities in the Condensed Consolid&@ttements of Financial Condition.

The Partnership manages credit exposure arisimg fepurchase agreements and reverse repurchasgragms by, in appropriate
circumstances, entering into master netting agregsrend collateral arrangements with counterpattiasprovide the Partnership, in the event
of a customer default, the right to liquidate ctal and the right to offset a counterparty’s téghind obligations.

The Partnership takes possession of securitiehased under reverse repurchase agreements anthistee to repledge, deliver or
otherwise use such securities. The Partnershippddsiges its financial instruments owned to coyagies to collateralize repurchase
agreements. Financial instruments pledged thabeaepledged, delivered or otherwise used by thateoparty are recorded in Investments on
the Condensed Consolidated Statements of Fina@oiadlition.

Securities Sold, Not Yet Purchased

Securities Sold, Not Yet Purchased consist of gaquit debt securities that the Partnership ha®wed and sold. The Partnership is
required to “cover” its short sale in the futuregayrchasing the security at
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prevailing market prices and delivering it to tlroainterparty from which it borrowed the security eTPartnership is exposed to loss in the event
that the price at which a security may have tolrelpased to cover a short sale exceeds the prighielh the borrowed security was sold short.

Securities Sold, Not Yet Purchased are recordéairatalue in the Condensed Consolidated Statenwriigancial Condition.

Derivative Instruments

The Partnership recognizes all derivatives as assdiabilities on its Condensed ConsolidatedeStegnts of Financial Condition at fair
value. On the date the Partnership enters intgigadize contract, it designates and documents eacivative contract as one of the following:
(a) a hedge of a recognized asset or liabilityi('¥alue hedge”), (b) a hedge of a forecasted tetisn or of the variability of cash flows to be
received or paid related to a recognized asseloitity (“cash flow hedge”); (c) a hedge of a m@testment in a foreign operation; or (d) a
derivative instrument not designated as a hedgisgument (“free standing derivative”). For a faaue hedge, Blackstone records changes in
the fair value of the derivative and, to the extdat it is highly effective, changes in the fa@lwe of the hedged asset or liability attributable
the hedged risk, in current period earnings inséime caption in the Condensed Consolidated StateroE@perations as the hedged item.
Changes in the fair value of derivatives designatetiedging instruments caused by factors othardhanges in the risk being hedged, which
are excluded from the assessment of hedge effeetbse are recognized in current period earningsfr€e standing derivative contracts, the
Partnership presents changes in fair value in ntiperiod earnings.

The Partnership formally documents at inceptiomédge relationships, including identification loéthedging instruments and the hedged
items, its risk management objectives, strategyfatertaking the hedge transaction and the PaHipéssevaluation of effectiveness of its
hedged transaction. On a monthly basis, the Patiipealso formally assesses whether the derivtiesignated in each hedging relationship is
expected to be, and has been, highly effectivéfgetiing changes in estimated fair values or dkshs of the hedged items using either the
regression analysis or the dollar offset method.itf determined that a derivative is not highffeetive at hedging the designated exposure,
hedge accounting is discontinued.

Blackstone’s other disclosures regarding derivdiivancial instruments are discussed in Note 6.ri\@dive Financial Instruments”.

Cash Distribution Policy

Blackstone’s current intention is to distributdttocommon unitholders substantially all of The &dstone Group L.P.’s net after-tax share
of annual Distributable Earnings in excess of ant®determined by Blackstorsegeneral partner to be necessary or approprigaemtade for th
conduct of the Partnership’s business, to makeogypjate investments in the business and fundspitapty with applicable law, any of
Blackstone’s debt instruments or other agreements provide for future distributions to Blacks&s common unitholders for any ensuing
quarter. Because Blackstone will not know what fibstable Earnings will be for any fiscal year uititie end of such year, the Partnership
expects that the first three quarterly distribusiam respect of any given year will be based oretftecipated annualized Net Fee Related Eari
only. As such, the distribution for the first thrgearters may be smaller than the final quarteidyridution in respect of such year. Blackstone
expects to also reflect realized Performance Feé®#locations net of related compensation andizedlnet investment income in its
determination of the amount of the fourth quaristribution.

15



Table of Contents

THE BLACKSTONE GROUP L.P.

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

In most years the aggregate amounts of distribatiorunitholders will not equal Distributable Eangs for that year. Distributable Earni
will only be a starting point for the determinatiofithe amount to be distributed to unitholderseese as noted above, in determining the an
to be distributed Blackstone will subtract from @ilsutable Earnings any amounts determined byetsegal partner to be necessary or
appropriate to provide for the conduct of its bess to make appropriate investments in its busiaed its funds, to comply with applicable I
any of its debt instruments or other agreement provide for future distributions to its unitklelrs for any ensuing quarter.

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

Because The Blackstone Group L.P. is a holdinghpaship and has no material assets other thamwitership of partnership units in
Blackstone Holdings held through wholly-owned sdizsies, distributions by The Blackstone Group LifPany, are funded in three steps:

» First, Blackstone Holdings makes distributions #émotpers, including The Blackstone Group L.P.’s vifrolwned subsidiaries. If
Blackstone Holdings makes such distributions, ttm¢éd partners of Blackstone Holdings will be detl to receive equivalent
distributions pro rata based on their partnershiiprests in Blackstone Holdings (except as sehfarthe following paragraph

» Second, The Blackstone Group L.P.’s wholly-ownelisgdiaries distribute to The Blackstone Group lth. share of such
distributions, net of the taxes and amounts payaibtier the tax receivable agreements by such w-owned subsidiaries; ar

» Third, The Blackstone Group L.P. distributes thestere of such distributions to the common undbad on a pro rata bas

As a result of the expiration on December 31, 200®e distribution priority previously accordedtolders of Blackstone common units,
the Partnership no longer has two classes of ety calculation of net loss per common unit isspnted using one class of equity for the
period ended September 30, 2010, as shown in NotéNet Loss Per Common Unit.”

Because the wholly-owned subsidiaries of The Blamies Group L.P. must pay taxes and make paymedisr tihe tax receivable
agreements described in Note 15. “Related Partgsk@ions”, the amounts ultimately distributed e Blackstone Group L.P. to common
unitholders in respect of fiscal 2010 and subsetjyears are expected to be different, and likedg|®n a per unit basis, than the amounts
distributed by the Blackstone Holdings partnershipthe Blackstone personnel and others who ariéelihpartners of the Blackstone Holdings
partnerships in respect of their Blackstone Holdipgrtnership units.

In addition, the partnership agreements of the lgisme Holdings partnerships provide for cash ithistions, which are referred to as “tax
distributions,” to the partners of such partnershipthe wholly-owned subsidiaries of The Black&dbroup L.P. which are the general partners
of the Blackstone Holdings partnerships deterniirad the taxable income of the relevant partnersliliggive rise to taxable income for the
partners. Generally, these tax distributions wélldonmputed based on the Partnership’s estimateafdt taxable income of the relevant
partnership allocable to a partner multiplied byaasumed tax rate equal to the highest effectivgimea combined U.S. federal, state and local
income tax rate prescribed for an individual orpaate resident in New York, New York (taking irocount the nondeductibility of certain
expenses and the character of the Partnershipsnag The Blackstone Holdings partnerships will g« distributions only to the extent
distributions from such partnerships for the retewgear were otherwise insufficient to cover sustineated assumed tax liabilities.
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Recent Accounting Developments

On January 1, 2010, the Partnership adopted guédaraed by the Financial Accounting Standards @(¢&ASB”) on issues related to
variable interest entities (“VIES”). The amendmesitmificantly affect the overall consolidation &yss, changing the approach taken by
companies in identifying which entities are VIEglan determining which party is the primary benigfig. The guidance requires continuous
assessment of the reporting entity’s involvemerthwuch VIEs. The revised guidance also enhaneedisitlosure requirements for a reporting
entity’s involvement with VIEs, including presentat on the Condensed Consolidated Statements ahEial Condition of assets and liabilities
of consolidated VIEs which meet the separate ptasien criteria and disclosure of assets and sl recognized in the Condensed
Consolidated Statements of Financial Condition thednaximum exposure to loss for those VIEs in Wlaadeporting entity is determined to not
be the primary beneficiary but in which it has aiable interest. The guidance provides a limitegpgcdeferral for a reporting entity’s interest in
an entity that meets all of the following conditiorfa) the entity has all the attributes of an stment company as defined under AICPA Audit
and Accounting Guiddnvestment Companie®r does not have all the attributes of an invesiincompany but is an entity for which it is
acceptable based on industry practice to apply aneasent principles that are consistent with the P4CAudit and Accounting Guide,
Investment Compani, (b) the reporting entity does not have explicitroplicit obligations to fund any losses of theignthat could potentially
be significant to the entity, and (c) the entityat a securitization entity, asdedcked financing entity or an entity that was fori;meonsidered
qualifying special-purpose entity. The reportingdityris required to perform a consolidation anadyfir entities that qualify for the deferral in
accordance with previously issued guidance on bbrimterest entities. Blackstorsahvolvement with its funds is such that all thaéehe abowv:
conditions are met with the exception of certaif@kehicles which fail condition (c) above and cerfands in which leveraged employee
interests in dedicated funds are financed by théindies with Blackstone acting as an intermediahnyctv fail condition (b) above. Such employee
funds are currently consolidated as it is conclutthed Blackstone is the primary beneficiary based®implicit interest. The incremental impact
of the revised consolidation rules has resultethénconsolidation of certain CLO vehicles manage@lackstone. Additional disclosures
relating to Blackstone’s involvement with VIEs gmeesented in Note 9. “Variable Interest Entitiefthe Partnership’s financial statements.

In January 2010, the FASB issued guidance on impgodisclosures about fair value measurements gligance requires additional
disclosure on transfers in and out of Levels | Bddir value measurements in the fair value hielngrand the reasons for such transfers. In
addition, for fair value measurements using sigaifii 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 aredrsaits and transfers in and transfers out of
Level lll. The new guidance also requires enhardiedosures on the fair value hierarchy to disaggre disclosures by each class of assets and
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 interimaannual periods beginning after December 15,
2009, except for the disclosures about purchaséss,dssuances, and settlements in the roll fahwéactivity in Level 11l fair value
measurements, which are effective for fiscal ybaiginning after December 15, 2010. The Partnemtipted the guidance, excluding the
reconciliation of Level Il activity, with the issince of its March 31, 2010 financial statementsth&sguidance is limited to enhanced
disclosures, adoption did not have a material impadhe Partnership’s financial statements.

In April 2010, the FASB issued guidance on the aating for stock awards to employees of a foreigaration or employees whose pa
denominated in a currency other than the one irchvtiie equity security trades. The guidance cegithat share-based payment awards with an
exercise price denominated in the
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currency of a market in which a substantial portidthe entity’s equity securities trade shall hetconsidered to contain a condition that is not a
market, performance, or service condition. Suchward shall not be classified as a liability ibtherwise qualifies for equity classification. The
guidance is effective for fiscal years and intepetiods ending after December 15, 2010. Blacksioakes share-based payment awards to
employees in foreign operations. The guidance isrpected to have a material impact on the Patii@s financial statements.

In July 2010, the FASB issued guidance to enharistireg disclosure requirements relating to thelitrquality of financing receivables
and the allowance for credit losses. The guidaagaires information on the credit quality of finargreceivables and allowance for credit
losses to be disaggregated by portfolio segmentkasd of financing receivable. The guidance atsires an entity to disclose credit quality
indicators, past due information, and modificatiofisinancing receivables. The guidance is effexfior interim and annual reporting periods
ending on or after December 15, 2010. As the guidas limited to enhanced disclosures, adoptigmotseexpected to have a material impact on
the Partnership’s financial statements.

3. ACQUISITIONS, GOODWILL AND INTANGIBLE ASSETS
Acquisitions

On April 1, 2010, the Partnership, through GSO @ Bartners LP, completed the acquisition of managnt agreements relating to eight
collateralized debt obligation (“CDQ”) and CLO velgis previously managed by Callidus Capital Manag@mLC for consideration of
$21.5 million. The assets acquired are finite-lieedtractual rights.

On July 20, 2010, the Partnership, through GSOt@bpartners LP, completed the acquisition of aaga@ament agreement relating to a
CLO vehicle previously managed by Callidus Capifahagement LLC for consideration of $0.4 milliorheTassets acquired are finite-lived
contractual rights.

Pursuant to GAAP consolidation rules, the Partriprishs been identified, in each of the April 1, @&hd July 20, 2010 acquisitions, as
primary beneficiary in certain of the CDO and CLéhicles underlying the acquired management agretsmés a result, the CDO and CLO
vehicles have been consolidated in the Partnesfiipancial statements from April 1, 2010 and R0y 2010, respectively. The results of the
acquired CDO and CLO vehicles from the date of &itijon have been included in the Condensed Codateld Statements of Operations within
Net Gain from Fund Investment Activities and Fung&nses, as applicab

Goodwill and Intangible Assets

The carrying value of goodwill was $1.7 billion @sSeptember 30, 2010 and December 31, 2009. Neatuds of impairment have been
identified during the nine months ended SeptembepB10.

Total goodwill has been allocated to each of theneeship’s segments as follows: Private Equity9@6 million), Real Estate
($421.7 million), Credit and Marketable Alternasvg$518.5 million) and Financial Advisory ($68.9llion).
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Intangible Assets, Net consists of the following:

September 3C December 31

2010 2009
Finite-Lived Intangible Assets / Contractual Rig $1,370,26' $1,348,37!
Accumulated Amortizatiol (550,09 (428,897)
Intangible Assets, N¢ $ 820,16¢ $ 919,47

Amortization expense associated with Blackston&arigible assets was $40.9 million and $121.2 onilfor the three and nine month
periods ended September 30, 2010, respectively$add million and $118.5 million for the three amde month periods ended September 30,
2009, respectively. Amortization expense is incthdéthin General, Administrative and Other in tlee@mpanying Condensed Consolidated

Statements of Operations.

Amortization of Intangible Assets held at Septen®®r2010 is expected to be $162.1 million forykars ending December 31, 2010 and
$163.4 million, $108.6 million, $57.0 million, aikb2.2 million for each of the years ending Decen81gr2011, 2012, 2013, and 2014,

respectively.

4. INVESTMENTS
Investments
Investments consists of the following:

September 30 December 31
2010 2009
Investments of Consolidated Blackstone Fu $ 7,655,95 $1,306,44!
Equity Method Investmen 1,567,31. 1,104,70:
Blackston(’s Treasury Cash Management Strate 980,53 534,77
Performance Fees and Allocatic 794,56t 554,46
Other Investment 28,35¢ 65,09
$11,026,73 $3,565,48:

Blackstone’s share of Investments of Consolidatedi&tone Funds totaled $373.4 million and $407illian at September 30, 2010 and
December 31, 2009, respectively.

At September 30, 2010 and December 31, 2009, ceragidn was given as to whether any individual gireent, including derivative
instruments, had a fair value which exceeded 5®latkstone’s net assets. At September 30, 201@aacdmber 31, 2009, no investments

exceeded the 5% threshold.
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Investments of Consolidated Blackstone Funds

The following table presents a condensed summaitiyeninvestments held by the consolidated Blaclsteumds that are reported at fair
value. Pursuant to revised GAAP consolidation rules Partnership is required to consolidate at3/in which it has been identified as the
primary beneficiary, including our investments iBQ and CLO vehicles and other funds in which theegal partner is presumed to have
control. While we are required to consolidate dartands, including our CDO and CLO vehicles, foh&P purposes, the Partnership has no
ability to utilize the assets of these funds aredetis no recourse to the Partnership for theiilltaes since these are client assets and liadslit

These investments are presented as a percentageesfments of Consolidated Blackstone Funds:

Geographic Region / Instrument Type / Industry
Description or Investment Strategy
United States and Canad:
Investment Funds, principally related to credit amarketable alternative
Credit Driven
Diversified Investment
Equity
Even-Driven
Other
Investment Funds Total
(Cost: 201(— $689,737; 200— $819,638)
Equity Securities, principally related to credidamarketable alternatives an
private equity fund:
Manufacturing
Services
Natural Resource
Real Estate Asse
Equity Securities Total
(Cost: 201(— $95,337; 200¢— $112,364)
Partnership and LLC Interests, principally relategrivate equity and real
estate fund
Real Estate Asse
Services
Manufacturing
Natural Resource
Partnership and LLC Interests Total
(Cost: 201(— $434,250; 200— $426,678)
Debt Instruments, principally related to credit andrketable alternative
Credit Driven
Manufacturing
Services
Real Estate Asse
Debt Instruments Total
(Cost: 201(— $142,004; 200¢— $37,983)
Assets of Consolidated CDO and CLO Vehic
Corporate Loan
Corporate Bond
Other
Assets of Consolidated CDO and CLO Vehicles Total
(Cost: 201(— $4,990,864; 200— $—)
United States and Canada Tota
(Cost: 2010 — $6,352,192; 2009 — $1,396,663)

Fair Value

September 3C

2010

220,04¢
280,16¢

83,96
118,64¢

702,82¢

34,31¢
91,83¢
1,021
1,751

128,92¢

250,91:
87,20¢
34,43(

1,12¢

373,67+

145,68t

4,828,66!
163,92¢
1,99¢

4,994,58.

20

December 31

2009

$ 277,38t
300,90
80,95¢

95,76(

40€

755,41¢

149,52:
87,40¢
25,69!

357

262,97

29,33(
3,20
7,831
2,45¢

42,82¢

1,170,42

Percentage of

Investments of

Consolidated

Blackstone Funds

September 3C

2010

2.9%
3.7%
1.1%
1.5%

9.2%

0.4%
1.2%

1.7%

3.4%
1.1%
0.4%

4.5%
0.4%
0.4%
1.1%

1.8%

63.1%
2.1%

65.2%

82.£%

December 31

2009

8.4%

11.5%
6.7%
2.%

20.2%
2.2%
0.2%
0.€%
0.2%

3.2%

89.8%
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Geographic Region / Instrument Type / Industry
Description or Investment Strategy
Europe
Equity Securities, principally related to privaguéy funds
Manufacturing
Real Estate Asse
Services
Equity Securities Total
(Cost: 201(— $40,300; 200¢— $40,353)
Partnership and LLC Interests, principally relategrivate equity and
real estate fund
Services
Real Estate Asse
Partnership and LLC Interests Total
(Cost: 201(— $49,039; 200¢— $48,334)
Debt Instruments, principally related to credit andrketable alternative
Manufacturing
Services
Debt Instruments Total
(Cost: 201(— $1,571; 200¢— $1,623)
Assets of Consolidated CDO and CLO Vehic
Corporate Loan
Corporate Bond
Other
Assets of Consolidated CDO and CLO Vehicles Total
(Cost: 201(— $1,265,318; 200— $—)
Europe Total (Cost: 201C— $1,356,228; 200— $90,310)
Asia

Equity Securities, principally related to credidamarketable alternatives

and private equity func
Services
Manufacturing
Natural Resource
Diversified Investment
Equity Securities Total
(Cost: 201(— $23,762; 200¢— $20,794)
Partnership and LLC Interests, principally relategrivate equity and
real estate fund
Manufacturing
Real Estate Asse
Services
Partnership and LLC Interests Total
(Cost: 201(— $1,944; 200¢— $1,833)
Debt Instruments, principally related to privateiigg funds
Real Estate Asse
Services
Debt Instruments, principally related to privateiieg funds
(Cost: 201(— $304; 200S— $114)
Asia Total (Cost: 2010— $26,010; 200¢— $22,741)

September 3C

2010

$

3,34t

31,95¢

35,30(

28,04¢

22,511

50,55

63C
1,45(C

2,08(

1,129,701
20,041

9,77¢

1,159,52

1,247,461

11,031
11,391
848
5,231

28,501

1,47¢
74C
11C

2,32¢

194
94

288

31,11¢

21

December 31

2009

$ 2,681

365

31,711

34,75:

29,27(

10,74:

40,01

544
9259

1,80z

76,57

8,031
10,50!

6,262
24,79¢
1,18¢
457

82

1,72Z

111

111
26,621

Percentage o'
Investments of
Consolidated

Blackstone Funds

September 3C

2010

0.4%

0.4%

0.4%
0.2%

0.7%

14.&%
0.3%
0.1%

15.2%
16.5%

0.1%
0.2%

0.1%

0.4%

0.4%

December 31

2009

0.2%
2.4%
2.€%
2.2%
0.£%

3.C%

0.1%

0.1%

5.7%

0.€%
0.8%

0.5%

1.%

2.%
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Percentage of
Investments of
Consolidated

Fair Value Blackstone Funds
September 3C December 31 September 3C December 31
Geographic Region / Instrument Type / Industry
Description or Investment Strategy 2010 2009 2010 2009
Other
Equity Securities, principally related to privaguéy funds
Natural Resource $ 1,58¢ $ 1,58¢ — 0.1%
Services 2,907 4,56( — 0.2%
Equity Securities Total
(Cost: 201(— $2,778; 200<— $2,777) 4,492 6,14: — 0.4%
Partnership and LLC Interests, principally relategrivate equity and real estate fur
Natural Resource 27,11¢ 26,58¢ 0.4% 2.C%
Services 80 92 — —
Partnership and LLC Interests Total
(Cost: 201(— $9,418; 200¢<— $9,249) 27,19¢ 26,67¢ 0.4% 2.C%
Other Total
(Cost: 2010 — $12,196; 2009 — $12,026) 31,68t¢ 32,82: 0.4% 2.5%
Total Investments of Consolidated Blackstone Fund&Cost: 2010— $7,746,626;
2009 — $1,521,740) $  7,655,95 $ 1,306,44! 100.(% 100.(%

Net Gains from Fund Investment Activities on then@ensed Consolidated Statements of Operationsdaciet realized gains (losses)
from realizations and sales of investments andétehange in unrealized gains resulting from clkarig the fair value of the consolidated
Blackstone Funds’ investments. The following tgiesents the realized and net change in unrealiais on investments held by the
consolidated Blackstone Funds:

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
Realized Gains (Losse $(40,067) $(45,087) $(60,500) $(149,49Y
Net Change in Unrealized Gai 296,04¢ 118,18: 387,57 215,06(
$255,98t¢ $ 73,09¢ $327,07: $ 65,56¢

The following reconciles the Realized and Net ClaimgUnrealized Gains from Blackstone Funds presktabove to Other Income (Loss)
— Net Gains (Losses) from Fund Investment Activitiethe Condensed Consolidated Statements of Opesat

Three Months Ended Nine Months Ended
September 30, September 30,

2010 2009 2010 2009
Realized and Net Change in Unrealized Gains froatBitone Fund $255,98t¢ $73,09¢ $327,07: $65,56¢
Reclassification to Investment Income (Loss) ankde®@Attributable to Blackstone Side-

by-Side Investment Vehicle — (8,199 — 6,67¢

Interest and Dividend Revenue Attributable to Cdidated Blackstone Func 29,08t 8,91( 70,55¢ 25,11(
Other Income— Net Gains from Fund Investment Activiti $285,07: $73,81: $397,62! $97,35:
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Equity Method Investments
The Partnership recognized net gains (losseskerktatits equity method investments of $343.6 onilland $(83.3) million for the nine
months ended September 30, 2010 and 2009, respigctiv

Blackstone’s equity method investments includént®stments in private equity funds, real estatelfy funds of hedge funds and credit-
oriented funds, which are not consolidated but firicky the Partnership exerts significant influense of September 30, 2010 and December 31,
2009, no single equity method investment held BcBstone exceeded 20% of its total consolidategtsiss income. As such, Blackstone is not
required to present separate financial statementsny of its equity method investees.

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

As of September 30, 2010 and the Nine Months ThemBed

Credit and
Private Real Marketable
Equity Estate Alternatives Total
Statement of Financial Conditic
Assets
Investments $23,110,96 $14,566,18 $13,771,93 $51,449,08
Other Asset: 266,94 1,002,541 2,279,86! 3,549,34
Total Assets $23,377,90 $15,568,72 $16,051,80 $54,998,43
Liabilities and Partne’ Capital
Debt $ 182,41 $ 482,43t $ 755,32 $ 1,420,17.
Other Liabilities 66,97 175,07" 1,367,11 1,609,16!
Total Liabilities 249,38 657,51: 2,122,43! 3,029,33:
Partner’ Capital 23,128,52. 14,911,20 13,929,36 51,969,09
Total Liabilities and Partne’ Capital $23,377,90 $15,568,72 $16,051,80. $54,998,43
Statement of Incom
Interest Incomt $ 5,261 $ 20,861 $ 399,37( $ 425,49
Other Income 179,00 74,66: 50,077 303,74«
Interest Expens (7,555 (4,977 (38,30) (50,827
Other Expense (19,857 (34,336 (111,029 (165,21¢)
Net Realized and Unrealized Gain from Investm 4,524,92 5,340,43| 930,06 10,795,41
Net Income $ 4,681,77 $ 5,396,64 $ 1,230,17! $11,308,60

Blackstone’s Treasury Cash Management Strategies

Blackstone’s Treasury cash management strategiessents the Partnership’s liquid investments wegament and other investment and

non-investment grade securities and Reverse Repsechgreements. These strategies are manageddyp#rty institutions. The Partnership
has managed its credit risk through diversificatibiits investments among major financial instibas, all of which have investment grade

ratings.

During the three and nine months ended Septemhe&(dM, the Partnership recognized realized gdid.d million and $2.6 million,
respectively, and net change in unrealized gairfg8df million and $15.1 million,
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respectively. The net change in unrealized gairs $4a8 million for both the three and nine monthdesl September 30, 2009. There were no
realized gains for the three and nine months eS#gdember 30, 2009.

Performance Fees and Allocations

Performance Fees and Allocations to the genersthgiain respect of performance of certain Carrydayfunds of hedge funds and credit-
oriented funds were as follows:

September 3C December 31
2010 2009
Performance Fees and Allocatic
Private Equity $ 517,11¢ $ 425,61
Real Estatt 52,79 7,90(
Credit and Marketable Alternativi 224,65¢ 120,94¢
$ 794,56¢ $ 554,46

Other Investments

Other Investments consist primarily of investmesawsities held by Blackstone for its own accouitite Tollowing table presents
Blackstone'’s realized and net change in unrealigads (losses) in other investments:

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
Realized Gains (Losse $ 36 $ (44)) $ 97¢ $(2,09¢
Net Change in Unrealized Gains (Loss (339 6,55¢ 592 8,18
$ (299) $ 6,11¢ $1,57( $ 6,081
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5.  NET ASSET VALUE AS FAIR VALUE

Certain of the consolidated Blackstone funds ofgeefdinds and credit-oriented funds measure the@stments in underlying funds at fair
value using NAV per share without adjustment. Térens of the investee’s investment generally profédeninimum holding periods or lock-
ups, the institution of gates on redemptions orstigpension of redemptions or an ability to sidekpbinvestments, at the discretion of the
investee’s fund manager, and as a result, invessmeay not be redeemable at, or within three mooththe reporting date. A side pocket is
used by hedge funds and funds of hedge funds Bragpinvestments that may lack a readily asceddénvalue, are illiquid or are subject to
liquidity restriction. Redemptions are generallyt permitted until the investments within a side lgetcare liquidated or it is deemed that the
conditions existing at the time that required tinestment to be included in the side pocket nodomgist. As the timing of either of these eve
is uncertain, the timing at which the Partnershaymedeem an investment held in a side pocket ¢dreestimated. A summary of fair value by
strategy type alongside the consolidated fundsdfje funds’ remaining unfunded commitments andtald redeem such investments as of
September 30, 2010 is presented below.

Redemption Redemptior
Frequency
Unfunded (if Notice
Strategy Fair Value Commitments currently eligible) Period
Diversified Instrument $280,16¢ $ 11,89« (a (@
Credit Driven 220,04¢ 29,55¢ (b) (b)
Event Driven 118,64¢ — (c) (c)
Equity 83,96: — (d) (d)

$702,82¢ $ 41,45:

(a) Diversified Instruments includes investmentbaage funds that invest across multiple strategimestments representing 98% of the
value of the investments in this category are suligeredemption restrictions at the discretionhef investee fund manager who may
choose (but may not have exercised such abilitg)de-pocket such investments. As of the repodiaig, the investee fund manager had
elected to side-pocket 15% of Blackstone’s investisieThe time at which this redemption restrictioay lapse cannot be estimated. The
remaining 2% of investments within this categornyresent investments in hedge funds that are ipribeess of liquidating. Distributions
from these funds will be received as underlyingestments are liquidate

(b) The Credit Driven category includes investmentsedge funds that invest primarily in domestid énternational bonds. Investments
representing 63% of the value of the investmenthigicategory may not be redeemed at, or withieg¢hmonths of, the reporting date.
Investments representing 30% of the value in teditdriven category are subject to redemptiorriciins at the discretion of the inves
fund manager who may choose (but may not have seefsuch ability) to side-pocket such investmefssof the reporting date, the
investee fund manager had elected to side-pockeatfBtackstone’s investments. Investments représgi@o of the value within this
category represents an investment in a fund of ééalgds that is in the process of liquidation. Blittions from this fund will be received
as underlying investments are liquidated. The ramgil% of investments within this category aresmdable as of the reporting de

(c) The Event Driven category includes investmémtsedge funds whose primary investing stratedg islentify certain event-driven
investments. Withdrawals are not permitted in taitegory. Distributions will be received as the emying investments are liquidate

(d) The Equity category includes investments ingeefiinds that invest primarily in domestic and ingtional equity securities. Investments
representing 41% of the total value of investménthis category may not be redeemed at, or withiae months of, the reporting date.
The remaining 59% are subject to redemption re&iris at the discretion of the investee fund manag® may choose (but may not have
elected such ability) to side-pocket such investimies of the reporting date, the investee fundagan had not elected to side-pocket
Blackston’s investments
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6. DERIVATIVE FINANCIAL INSTRUMENTS

Blackstone enters into derivative contracts in otdéhedge its interest rate risk exposure agéaireseffects of interest rate changes.
Additionally, Blackstone and the Blackstone Fundieeinto derivative contracts in the normal cowbbusiness to achieve certain other risk
management objectives and for general investmapioges. As a result of the use of derivative catdraBlackstone 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 Funt#s @rto contracts with certain major financialtitgions, all of which have investment gr:
ratings. Counterparty credit risk is evaluatedétedmining the fair value of derivative instruments

Fair Value Hedges

The Partnership uses interest rate swaps to hdldgesaportion of the interest rate risk assodlatgth its fixed rate borrowings. The
Partnership has designated these financial insmtsres fair value hedges. Changes in fair valubeflerivative and, to the extent that it is
highly effective, changes in the fair value of tredged liability, are recorded within General, Adisirative and Other in the Condensed
Consolidated Statements of Operations. The fauevaf the derivative instrument is reflected witRither Assets in the Condensed Consolid
Statements of Financial Condition.

Free Standing Derivatives

Free standing derivatives are instruments thatiBlane and certain of the consolidated Blackstameds have entered into as part of their
overall risk management and investment strate@iesse derivative contracts are not designated @ging instruments for accounting purposes.
Such contracts may include foreign exchange cotstraquity swaps, options and other derivative reats. Changes in the fair value of
derivative instruments held by consolidated BlaskstFunds are reflected in Net Gains from Fundsdtment Activities or, where derivative
instruments are held by the Partnership, withirebtmnent Income (Loss), in the Condensed Consotidatatements of Operations. The fair
value of free standing derivative assets are rexbrdthin Investments and free standing derivaliaailities are recorded within Accounts
Payable, Accrued Expenses and Other LiabilitieghénCondensed Consolidated Statements of Fina@oiadlition.

The table below summarizes the aggregate notionaliat and fair value of the derivative financiatimments.

September 30, 201! December 31, 200!
Assets Liabilities Assets Liabilities
Fair Fair Fair Fair
Notional Value Notional Value Notional Value Notional Value
Fair Value Hedges
Interest Rate Sway $450,00( $45,89: $§ — $ — $ — $— $450,000 $ 19
Free Standing Derivatives
Blackstone 231,43. 47€ 90,20: 1,72¢ 1,09¢ 63¢€ — —
Investments of Consolidated Blackstone
Funds 69¢ 56 22 5 94C 17 65€ 4
Free Standing Derivative 232,13 532 90,22¢ 1,73 2,03¢ 65& 65€ 4
Total $682,13. $46,42t $90,22:¢ $1,73: $2,03¢ $655  $450,65¢ $ 23
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Where hedge accounting is applied, hedge effeats®iesting is performed at least monthly to momitmoing effectiveness of the hedge
relationships. During the three and nine monthsedrigeptember 30, 2010, the amount of ineffectivenalated to the interest rate swap hedges
was a gain of $2.1 million and $6.7 million, resiegly. During the three and nine months ended &eper 30, 2010, the portion of hedging
instruments’ gain or loss excluded from the assessmf effectiveness for its fair value hedges wasin (loss) of $(7.6) million and
$(9.7) million, respectively. During the three amde months ended September 30, 2009, the porfibadging instruments’ gain or loss
excluded from the assessment of effectiveness atamaterial for its fair value hedges.

During the three and nine months ended Septemh&(3M, the Partnership recognized $(2.0) millind &(1.7) million, respectively, of
realized loss and $2.3 million and $0.5 milliorspectively, in net change in unrealized gains @eyselated to free standing derivative
instruments. Amounts recognized in the three and nionths ended September 30, 2009 were not materia

As of September 30, 2010 and December 31, 200Rahtmership had not designated any derivativesisis flow hedges or hedges of net
investments in foreign operations.

7. FAIR VALUE OPTION
The following table summarizes the financial instants for which the fair value option has beentekkc

Nine Months Ended
September 30, 2010

September 3C December 31 Net Change
Realized in Unrealized
2010 2009 Gains (Losses Gains (Losses
Assets
Loans and Receivabli $ — $ 68,55( $ 5,69t $ (101
Debt Securitie! — 26,46¢ (16) —
Equity Securitie: — 1,90t (350 —
Assets of Consolidated CDO and CLO Vehic
Corporate Loan 5,958,36! — (14,93% 123,77(
Corporate Bond 183,96« — (1,005 3,25t
Other 11,77¢ — 702 (2,469
$6,154,10. $ 96,92: $ (9,909 $ 124 45!
Liabilities
Liabilities of Consolidated CDO and CLO Vehic|
Senior Secured Nott $5,454,75 $ — $ (2,519 $ 105,19«
Subordinated Note 446,14 — — (87,427)
$5,900,90: $ — $ (251) $ 17,77:

The Partnership held no financial instruments oictvthe fair value option was elected during theeninonths ended September 30, 2009.

As of September 30, 2010, the uncollected prindaénce on Corporate Loans and Corporate Bond=eeed the fair value by
$398.3 million and $4.3 million, respectively. Ttadr value of Corporate Loans that were more tha@ day past due as of September 30, 2010
was $22.4 million. The principal balance relateduch past due Corporate Loans exceeded the fai g $37.4 million. The fair value of
Corporate Bonds that
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were more than one day past due as of Septemb2030,was $3.0 million. The principal balance rethio such past due Corporate Bonds
exceeded the fair value by $1.3 million. Includethim the Other category are structured financégaiblons with contractual principal balances.
The fair value of such obligations exceeded theliected principal balance by $1.8 million. No galtions were past due.

As of December 31, 2009, the fair value of Loand Receivables and Debt Securities for which thevaiue option was elected exceeded
their principal amounts due by $0.5 million. No bgaand Receivables and Debt Securities on whickathgalue option was elected were past
due or in non-accrual status.

8. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS

The following tables summarize the valuation of Betnership’s financial assets and liabilitieshogy fair value hierarchy as of
September 30, 2010 and December 31, 2009, resplrctiv

September 30, 201!

Level | Level Il Level Il Total
Assets
Investments of Consolidated Blackstone Fund:
Investment Fund $ — $ 247 $ 700,35: $ 702,82¢
Equity Securitie: 100,67( 53 96,49¢ 197,21¢
Partnership and LLC Interes 12,41: — 441,34 453,75
Debt Instrument 11k 135,65° 12,28 148,05¢
Assets of Consolidated CDO and CLO Vehic — 5,931,99 222,11 6,154,10:
Total Investments of Blackstone Consolidated Ft 113,19 6,070,17. 1,472,58:i 7,655,95!
Blackston’s Treasury Cash Management Strate 443,22 537,31! — 980,53’
Free Standing Derivative 184 292 — 47€
Derivative Instruments Used as Fair Value Hec — 45,89: — 45,89:
Other Investment 9,40¢ 1,452 17,50( 28,35¢
$566,000 $6,655,12! $1,490,08! $8,711,22!
Liabilities
Liabilities of Consolidated and CDO CLO Vehicle3 $ — $ — $5,900,90:  $5,900,90:
Free Standing Derivative 65E 1,07: — 1,72¢
Securities Sold, Not Yet Purchas 55& 263,48:¢ — 264,03"
$ 1,206 $ 264,55 $5,900,90. $6,166,66!
December 31, 200!
Level | Level Il Level Il Total
Assets
Investments of Consolidated Blackstone Fund: $ 80,61 $ 33,35¢ $1,192,46: $1,306,42:
Blackston’s Treasury Cash Management Strate 398,48 136,29( — 534,77
Loans and Receivabli — — 68,55( 68,55(
Free Standing Derivatives, N 2 27¢ 36¢ 64¢
Other Investments (t 8,711 10,17¢ 46,21( 65,091
$487,81( $ 180,10( $1,307,59. $1,975,50:
Liabilities
Derivative Instruments Used for Fair Value Hed $ — $ 19 3 — $ 19
Securities Sold, Not Yet Purchas 357 — — 357

$ 35 % 19 § = $ 37€
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(@) Pursuant to revised GAAP consolidation rules,Rartnership is required to consolidate all MtEwhich it has been identified as the
primary beneficiary, including our investments iBQ and CLO vehicles and other funds in which theegal partner is presumed to have
control. While we are required to consolidate dartands, including our CDO and CLO vehicles, foh&P purposes, the Partnership has
no ability to utilize the assets of these funds tiredle is no recourse to the Partnership for fiedbilities since these are client assets and
liabilities.

(b) Included within Level 1l of Other Investmerdase investments in debt and equity securities 6i%aillion and $1.9 million, respectively,
for which the fair value option has been elec

There were no significant transfers between Lewld Level Il during the nine months ended Septer@de2010.

The following table summarizes the valuation metiiogy used in the determination of the fair valfidimancial instruments for which
Level Il inputs were used as of September 30, 2010

Credit and
Private Marketable
Real
Valuation Methodology Equity Estate Alternatives Total
Third-Party Fund Manage! — — 47% 47%
Specific Valuation Metric: 19% 18% 16% 53%
19% 18% 63% 10C%

The following tables summarize the changes in famgrassets and liabilities measured at fair véduavhich the Partnership has used
Level Il inputs to determine fair value and does imclude gains or losses that were reported weLHI in prior years or for instruments that
were transferred out of Level Il prior to the evfithe current reporting period. Total realized andealized gains and losses recorded for Level
[l investments are reported in Investment Incotmasg) and Net Gains from Fund Investment Activitirethe Condensed Consolidated
Statements of Operations.

Level Ill Financial Assets at Fair Value
Three Months Ended September 30,

2010 2009
Investments o Investments o
Loans
Consolidated and Other Consolidated Other
Funds Receviable Investments Total Funds Investments Total
Balance, Beginning of Peric $1,414,600 $ 26,84¢ $ 18,87F $1,460,32! $1,129,27. $ 16,04¢ $1,145,32
Transfer In Due to Consolidation and
Acquisition (a) 20C — — 20C 83,33¢ — 83,33¢
Transfer Out Due to Deconsolidation — — — — (3,950 (3,950
Transfer In to Level 1l (c 11,52¢ — — 11,52¢ — — —
Transfer Out of Level Il (c (7,782 — — (7,782) (4,100 — (4,100
Purchases (Sales), N (60,15¢) (29,12¢) (233 (89,515 (78,737 (600) (79,339
Realized Gains (Losses), N (12,939 5,31( (857) (7,479 (46,709 — (46,709
Changes in Unrealized Gains (Losses)
Included in Earnings Related to
Investments Still Held at the Reporting
Date 126,13. (3,02¢) (297 122,81 110,93: (165) 110,76¢
Balance, End of Peric $1,47258 $ — $ 17,50C $1,490,08! $1,190,04 $ 15,28 $1,205,33.
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Level Ill Financial Assets at Fair Value
Nine Months Ended September 30,

2010 2009
Investments o Investments o
Consolidated Loans and Other Consolidated Other
Funds Receviable Investments Total Funds Investments Total
Balance, Beginning of Peric $1,192,46. $ 68,54¢ $ 46,67¢ $1,307,59. $1,521,91: $ 16,09t $1,538,00
Transfer In Due to Consolidation and
Acquisition (a) 227,79 — — 227,79 83,33¢ — 83,33¢
Transfer Out Due to Deconsolidation — — — — (3,950 (3,950
Transfer In to Level 1l (c 11,70¢ — — 11,70¢ 187 — 187
Transfer Out of Level lll (c (28,329 — — (28,329 (6,679 — (6,679
Purchases (Sales), N (145,72() (74,24 (29,70)) (249,669 (450,24, (1,365 (451,609
Realized Gains (Losses), N (29,33)) 5,69t 104 (23,539 (145,06%) — (145,069
Changes in Unrealized Gains (Losses)
Included in Earnings Related to
Investments Still Held at the Reporti
Date 244,00 — 51¢ 244,52; 190,54° 554 191,10:
Balance, End of Peric $1,47258 $ — $ 17,50C $1,490,08: $1,190,04¢ $ 15,28  $1,205,33.

Level lll Financial Liabilities at Fair Value
Three Months Ended September 30, 201 Nine Months Ended September 30, 201

Collateralized

Collateralized

Collateralized

Collateralized

Loan Loan Loan Loan
Obligations Obligations Obligations Obligations
Senior Subordinated Senior Subordinated
Notes Notes Total Notes Notes Total
Balance, Beginning of Peric $5,483,48: $ 443,84  $5,927,33 $ — $ = $ =
Transfer In Due to Consolidation and Acquisition
€) 102,63: — 102,63: 5,751,801 364,82¢ 6,116,63!
Purchases (Sales), N (55,875 — (55,87%) (79,085 — (79,085
Realized Gains (Losses), N — — — — — —
Changes in Unrealized Gains (Losses) Included
Earnings Related to Liabilities Still Held at the
Reporting Dat¢ (75,487 2,291 (73,185 (217,969 81,31t (136,649
Balance, End of Peric $5,454,75 $ 446,14: $5,900,90. $5,454,75 $ 446,14.  $5,900,90:
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(@) Represents the transfer into Level Il of fioih assets and liabilities held by CDO and CLOiglels as a result of the application of
revised consolidation guidance effective Janua3010 and as a result of the acquisition of managémontracts on April 1, 2010 and
July 20, 2010, as described in Note 3. “AcquisiioBoodwill and Intangible Assets”. Transfers ibavel Il financial assets for the three
and nine months ended September 30, 2009 wereilh oéthe transfer of assets from a nconsolidated fund to a consolidated Blackst
Fund.

(b) Represents the transfer out of Level Il finaneis$ets as a result of deconsolidation of certacitone Fund:

(c) Transfers in and out of Level lll financial assand liabilities were due to changes in the faglity of inputs used in the valuation of
such assets and liabilitie

For the nine months ended September 30, 2009, teneno Level Il financial liabilities.

9. VARIABLE INTEREST ENTITIES

Pursuant to revised GAAP consolidation rules, tagriership consolidates certain VIEs in which iléermined that the Partnership is the
primary beneficiary either directly or indirectiyarough a consolidated entity or affiliate. VIEslide certain private equity, real estate, credit
oriented or funds of hedge funds entities and CR@@LO vehicles. The purpose of such VIEs is to/jut® strategy specific investment
opportunities for investors in exchange for managretnand performance based fees. The investmerggita of the Blackstone Funds differ by
product; however, the fundamental risks of the Béé@ne Funds have similar characteristics, inclgdiass of invested capital and loss of
management fees and performance based fees. lksBlae’s role as general partner or investmentsadyit generally considers itself the
sponsor of the applicable Blackstone Fund. ThenReship does not provide performance guaranteetando other financial obligation to
provide funding to consolidated VIEs other tharoiten capital commitments.

The gross assets and liabilities of consolidategs\feflected in the Condensed Consolidated Statesnoéfrinancial Condition as of
September 30, 2010 and December 31, 2009 werdlasgo

September 3C December 31
2010 2009
Gross Asset
Consolidated Blackstone Funds Excluding CDO and Meicles $ 839,12. $ 741,02
Consolidated CDO and CLO Vehicl 6,518,92! —
$7,358,04 $ 741,02
Gross Liabilities
Consolidated Blackstone Funds Excluding CDO and Meficles $ 47,77¢ $ 37,97
Consolidated CDO and CLO Vehicl 5,985,00: —
$6,032,77: $ 37,97«

There is no recourse to the Partnership for theaatated VIES’ liabilities including the liabiligs of the consolidated CDO and CLO
vehicles. The assets and liabilities of consolidAtéEs comprise primarily investments and notesaég and are included within Investments,
Loans Payable and Due to Affiliates, respectivielthe Condensed Consolidated Statements of FiaB@oindition.
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The Partnership holds variable interests in ceNdiEs which are not consolidated as it is determitieat the Partnership is not the primary
beneficiary. The Partnership’s involvement withiseatities is in the form of direct equity intereaind fee arrangements. As of September 30,
2010, assets and liabilities recognized in therfeaship’s Condensed Consolidated Statement of Eia@ondition related to the Partnership’s
interest in these non-consolidated VIEs were $2@filllon and zero, respectively. Assets consiste$idal.8 million of investments and
$116.3 million of receivables. As of December 3102, assets and liabilities recognized in the Rastrip’s Condensed Consolidated Statement
of Financial Condition related to the Partnershiptsrest in these non-consolidated VIEs were $8&8llion and $0.1 million, respectively.
Assets consisted of $21.7 million of investmentsd §h12.2 million of receivables. The Partnershipaximum exposure to loss relating to non-
consolidated VIEs as of September 30, 2010 andrbeee31, 2009 was $203.8 million and $133.9 milli@spectively. The maximum
exposure to loss represents the loss of assetgmieed by Blackstone relating to non-consolidatetities and any clawback obligation relating
to previously distributed Carried Interest.

10. REVERSE REPURCHASE AND REPURCHASE AGREEMENTS

At September 30, 2010, the Partnership receivedrgies, primarily U.S. and non-U.S. government ageéncy securities, asset-backed
securities and corporate debt, with a fair valug287.6 million as collateral for reverse repurehagreements that could be repledged, deliverec
or otherwise used. Securities with a fair valu&2$7.6 million were repledged, delivered or usedetle Securities Sold, Not Yet Purchased.
The Partnership also pledged securities with aviine of $138.8 million to collateralize its rephase agreements.

11. BORROWINGS

On March 23, 2010, an indirect, wholly-owned sulasigof Blackstone entered into a new $1.07 billiexolving credit facility (the
“Credit Facility”) with Citibank, N.A., as Adminisative Agent. The unsecured Credit Facility progidier revolving credit borrowings, with a
final maturity date of March 23, 2013. Interesttba borrowings is based on an adjusted LIBOR ratdternate base rate, in each case plus a
margin, and undrawn commitments bear a commitremntBorrowings may also be made in U.K. Sterlingworos, in each case subject to
certain sub-limits. The Credit Facility containstamary representations, covenants and eventdaidlte=inancial covenants consist of a
maximum net leverage ratio and a requirement t@ lkkeminimum amount of fee generating assets undeagement, each tested quarterly. As
of September 30, 2010, the Partnership had noamutistg borrowings under this Credit Facility.

On September 15, 2010, Blackstone Holdings Fin@lwed..L.C. (the “Issuer”), an indirect subsidiarfytbe Partnership, issued $400
million of senior notes due March 15, 2021 (the t&&3). The Notes, which were issued at a disccumte an interest rate of 5.875% per annum,
accruing from September 20, 2010. Interest is paysdmiannually in arrears on March 15 and Septethef each year, commencing on
March 15, 2011. The Notes are unsecured and unginladed obligations of the Issuer. The Notes allg &nd unconditionally guaranteed,
jointly and severally, by the Partnership, Blacks&tdloldings and the Issuer (t‘Guarantors”).The guarantees are unsecured and unsubord
obligations of the Guarantors. Interest expensthermotes was $0.7 million for each of the threé aime months ended September 30, 2010.
Transaction costs related to the issuance of thesNwave been capitalized and are being amortizedtbe life of the Notes. As of
September 30, 2010, the fair value of the Notes$@&8.1 million.

The indenture includes covenants, including linmias on the Issuer’s and the Guarantors’ abilifystject to exceptions, incur
indebtedness secured by liens on voting stockafitgrarticipating equity interests of their suliaiies or merge, consolidate or sell, transfer or
lease assets. The indenture also provides for eeémtefault and further provides that the trustethe holders of not less than 25% in aggregate
principal amount
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of the outstanding Notes may declare the Notes idiately due and payable upon the occurrence aridgltire continuance of any event of
default after expiration of any applicable gracequk In the case of specified events of bankrupittyolvency, receivership or reorganization,
the principal amount of the Notes and any accruebumpaid interest on the Notes automatically bexdme and payable. All or a portion of the
Notes may be redeemed at the Is’s option in whole or in part, at any time and frdme to time, prior to their stated maturity, la¢ tmake-
whole redemption price set forth in the Notes. ¢hange of control repurchase event occurs, thdeh®lbf the Notes may require the Issuer to
repurchase the Notes at a repurchase price inezpsdl to 101% of the aggregate principal amoumh@fNotes repurchased plus any accruec
unpaid interest on the Notes repurchased to, luholuding, the date of repurchase.

As of September 30, 2010, the fair value of thesdtsued in August 2009 was $637.8 million.

Included within Loans Payable and Due to Affiliatge amounts due to holders of debt securitie®sby Blackstone consolidated CDt
and CLO vehicles. At September 30, 2010, the Pestiiygs borrowings through consolidated CDO and GlgBicles consisted of the following:

Weighted

. Average
Weighted Remaining

Average

Borrowing Interest Maturity

Outstanding Rate in Years
Senior Secured Note $6,187,07. 1.3&% 5.4
Subordinated Note 836,72¢ (a) 8.t

(@) The Subordinated Notes do not have contragttetdest rates, but instead receive distributisomfthe excess cash flows of the CDO and
CLO vehicles

Included within Senior Secured Notes and Subordihatotes are amounts due to non-consolidatedaaéfdiof $99.3 million and
$276.6 million, respectively. The fair value of 8srSecured and Subordinated Notes as of SepteBth@010 was $5.5 billion and
$446.1 million, respectively, of which $68.6 mii@and $177.7 million represents the amounts Dukfiates. The contractual maturities of
Senior Secured Notes are greater than five years.

The Loans Payable of the consolidated CDO and Célticles are collateralized by assets held by esgpective CDO and CLO vehicle
and assets of one vehicle may not be used toétisfiabilities of another. As of September 301@, the fair value of the CDO and CLO as!
was $6.5 billion. This collateral consisted of CaSbrporate Loans, Corporate Bonds and other sesauri

12. INCOME TAXES

Blackstone’s effective tax rate was (2.95)% and31®46 for the three months ended September 30, 20d@009, respectively, and
(3.44)% and (4.21)% for the nine months ended $epte 30, 2010 and 2009, respectively. Blackstoimegme tax provision was a benefit of
$4.2 million and an expense of $52.6 million foe three months ended September 30, 2010 and 28q%:atively, and an expense of
$24.8 million and an expense of $81.2 million foe nine months ended September 30, 2010 and 28§%katively.

Blackstone’s effective tax rate for the three amstmimonths ended September 30, 2010 and 2009 wwatastially due to the following:
(a) certain corporate subsidiaries are subjeatderal, state, local and foreign income taxes pBcaple and other subsidiaries are subject to
New York City unincorporated business taxes, and (bortion of the compensation charges that douttei to Blackstor’'s net loss are not
deductible for tax purposes.
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13. NET LOSS PER COMMON UNIT

Basic and diluted net loss per common unit fortliiee and nine months ended September 30, 201baandand diluted net loss per
common unit entitled to priority distributions apdr common unit not entitled to priority distribanis for the three and nine months ended

September 30, 2009 was calculated as follows:

Net Loss Attributable to The Blackstone Group L
Net Loss Per Common Ur
Total Weighte-Average Common Units Outstandi

Total Undistributed Los
Net Loss Allocable to Common Unitholde
Less: Distributions to Common Unitholde
Total Undistributed Los

Allocation of Total Undistributed Los
Undistributed Los— Common Unitholders Entitled to Priority Distributi®
Undistributed Loss — Common Unitholders Not Endtte Priority
Distributions
Total Undistributed Los

Net Loss Per Common Ur— Common Units Entitled to Priority Distributiol
Undistributed Loss per Common Ui
Priority Distributions (a
Net Loss Per Common Unit — Common Units EntitledPtmrity
Distributions
Net Loss Per Common Ur— Common Units Not Entitled to Priority Distributio
Undistributed Loss per Common Ui
Net Loss Per Common Unit — Common Units Not Erditie Priority
Distributions

Weighted-Average Common Units Outstanding — Comitdaits Entitled to
Priority Distributions
Common Units Not Entitled to Priority Distributiol

Total Weighte-Average Common Units Outstandi

Basic and Diluted

Three Months Endec

September 30, 2010

$ (44,35%)
$ (0.12)
370,101,58

Basic and Diluted

Nine Months Endec

September 30, 201
$ (359,05%)
$ (1.02)

352,794,38

Three Months Endec
September 30, 2009

$ (176,18)
(89,189
$  (26537)

$ (257,800)

(7,565)
5 (26537)

$ (0.99)
0.3¢

$ (0.61)
$ (0.91)
$ (0.99)

283,243,48

8,311,08!
291,554,57

Nine Months Endec

September 30, 200

$  (572,04)
(254,709

$ (826,749
$ (816,980
(9,766)

$ (826,749
$ (2.95)
0.9¢

$ (2.09)
$ (2.95)
$ (2.95
277,390,90
3,465,95
280,856,86

(a) Undistributed Loss per Common Unit Priority Distributions are forecast based upon cammnits outstanding at the end of the repol
period and differ from actual distributions paidctammon unitholders which are based on common onifstanding at the time priority

distributions are mad

34



Table of Contents

THE BLACKSTONE GROUP L.P.

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

For the three months ended September 30, 2010CG08] 2 total of 23,636,653 and 19,750,299 unvesdtéerred restricted common units
and 727,528,593 and 808,479,683 Blackstone Holddagtership Units were anti-dilutive and as suabetbeen excluded from the calculation
of diluted earnings per unit, respectively. For tiree months ended September 30, 2010 and 200®alaf 26,542,362 and 23,353,728 unve:!
deferred restricted common units and 745,006,1163210,944,937 Blackstone Holdings Partnership Umése anti-dilutive and as such have
been excluded from the calculation of diluted eagsiper unit, respectively.

Unit Repurchase Program

In January 2008, Blackstone announced that thedBafabirectors of its general partner, Blackstorreup Management L.L.C., had
authorized the repurchase by Blackstone of up @ $billion of Blackstone Common Units and Blackstdfoldings Partnership Units. Under
this unit repurchase program, units may be repwathérom time to time in open market transactiamgyivately negotiated transactions or
otherwise. The timing and the actual number of Bs&mne Common Units and Blackstone Holdings PastriprUnits repurchased will depend
on a variety of factors, including legal requirertseprice and economic and market conditions. Thisrepurchase program may be suspended
or discontinued at any time and does not have eiffggek expiration date. During the nine months eh8eptember 30, 2010, Blackstone
repurchased 84,888 vested Blackstone Common Usijpar of the unit repurchase program for a tatat of $1.2 million. The repurchase
resulted in a decrease in Blackstone's ownersligrést in Blackstone Holdings equity of $1.0 millicAs of September 30, 2010, the amount
remaining available for repurchases under this ranogwas $338.3 million.

During the nine months ended September 30, 20@G&kBtone repurchased a combination of 4,689,09dkBlane Common Units and
Blackstone Holdings Partnership Units as part efithit repurchase program for a total cost of $8@ilbon. During the three months ended
September 30, 2009, Blackstone repurchased 59,22k€®one Common Units and Blackstone Holdingsreaship Units as part of the unit
repurchase program for a total cost of $0.8 millibhe repurchase resulted in a decrease in Blawé'stownership interest in Blackstone
Holdings equity of $17.3 million. As of Septembé), 2009, the amount remaining available for repasels was $339.5 million under this
program.

14. EQUITY -BASED COMPENSATION

The Partnership has granted equity-based compensatiards to Blackstone’s senior managing directaya-partner professionals, non-
professionals and selected external advisors uhedPartnership’s 2007 Equity Incentive Plan (tBgdity Plan”), the majority of which to date
were granted in connection with the IPO. The EqRign allows for the granting of options, unit agpation rights or other unit-based awards
(units, restricted units, restricted common urdiferred restricted common units, phantom restticiammon units or other unit-based awards
based in whole or in part on the fair value of Bi@ckstone Common Units or Blackstone Holdings faghip Units) which may contain certain
service or performance requirements. As of Jantia®p10, the Partnership had the ability to gr&®,126,007 units under the Equity Plan.

For the three and nine months ended Septembei030, the Partnership recorded compensation expEr#&E57.4 million and
$1.9 billion, respectively, in relation to its etyubased awards with corresponding tax benefits208 million and $7.4 million, respectively. For
the three and nine months ended September 30, #@0Bartnership recorded compensation expense3& % million and $2.2 billion,
respectively, in relation to its equity-based avsandth corresponding tax benefits of $(0.6) milliand $5.9 million, respectively. As of
September 30, 2010, there was $4.4 billion of estith unrecognized compensation expense relatad/tzsted awards. This cost is expected to
be recognized over a weighted-average period oy&a8s.
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Total vested and unvested outstanding units, imetuBlackstone Common Units, Blackstone Holdingariaship Units and deferred
restricted common units, were 1,121,144,937 aepfénber 30, 2010. Total outstanding unvested phanhits were 10,201 as of
September 30, 2010.

A summary of the status of the Partnership’s uratbsjuity-based awards as of September 30, 2018 anchmary of changes during the
period January 1, 2010 through September 30, 20pfesented 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, 20 270,458,72 $ 30.7¢ 23,742,69 $ 23.1( 208,59: $ 25.0%
Grantec 422,76¢ 13.8¢ 1,405,741 10.1¢ 3,552 9.52
Vested (117,073,91) 30.8¢ (5,278,18) 25.31  (193,49) 14.5¢
Forfeited (4,703,23) 31.0C (983,71)) 24.5] (8,446) 14.6(
Balance, September 30, 20 149,104,33 $ 30.61 18,886,53 $ 21.2% 10,201 $ 14.6f

Units Expected to Vest
The following unvested units, after expected fdtfieds, as of September 30, 2010, are expectedsto ve

Weighted-Average
Service Period in

Units Years
Blackstone Holdings Partnership Ur 138,762,64 3.8
Deferred Restricted Blackstone Common Units anddDp 14,850,64 3.8
Total Equity-Based Award: 153,613,28 3.8
Phantom Unit: 8,70: 1.7

Equity-Based Awards with Performance Conditions

In connection with certain equityased awards with performance conditions, Blackstwas recorded compensation expense of $1.9 n
as the likelihood that the relevant performanceghold will be exceeded in future periods has likemmed as probable. Such awards will be
granted in 2012 and are accounted for as a liglailitard subject to re-measurement at the end ¢f rgoorting period.
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15. RELATED PARTY TRANSACTIONS
Affiliate Receivables and Payables

Blackstone considers its Founders, senior manatjiegtors, employees, the Blackstone Funds an&dhiolio Companies to be affiliate
As of September 30, 2010 and December 31, 2009 fioneAffiliates and Due to Affiliates comprisedetiollowing:

Due from Affiliates
Accrual for Potential Clawback of Previously Dibtited Interes
Primarily Interest Bearing Advances Made on Bebé&lEertain Non-Controlling Interest Holders an
Blackstone Employees for Investments in Blacksteumeds
Amounts Due from Portfolio Companies and Fu
Investments Redeemed in M-Consolidated Funds of Fun
Management and Performance Fees Due fron-Consolidated Funds of Fun
Payments Made on Behalf of N-Consolidated Entitie
Advances Made to Certain N-Controlling Interest Holders and Blackstone Empks

Due to Affiliates
Due to Certain Nc-Controlling Interest Holders in Connection with fhiax Receivable Agreemer
Accrual for Potential Repayment of Previously ReediPerformance Fees and Allocati
Due to Not-Holders of Consolidated CDO and CLO Vehic
Distributions Received on Behalf of Certain Non-@oHting Interest Holders and Blackstone
Employees
Distributions Received on Behalf of N-Consolidated Entitie
Payments Made by N-Consolidated Entitie

Interests of the Co-Founder, Senior Managing Direairs and Employees

September 3C

December 31

2010 2009
$ 206,64¢ $ 308,37t
142,27( 127,66¢
152,66( 115,44:
4,98¢ 77,60(
77,60: 68,64¢
56,21¢ 53,58
16,95« 8,58¢
$ 657,34: $ 759,90

September 3C

December 31

2010 2009

$ 980,21° $ 830,51
392,04 485,25!

246,34: —
62,641 58,08
13,531 31,69:
6,662 4,521
$1,701,43. $1,410,06!

The Cofounder, senior managing directors and employeesiron a discretionary basis in the BlackstonedBuroth directly and throug
consolidated entities. Their investments may bgestilto preferential management fee and performéeand allocation arrangements. As of
September 30, 2010 and December 31, 2009, the GodEd's, other senior managing directors’ and eyg®s’ investments aggregated

$776.9 million and $649.4 million, respectively dathe Co-Founder's, other senior managing direttord employees’ share of the Net Income

Attributable to Redeemable Non-Controlling and Nowrtrolling Interests in Consolidated Entities aggated $60.4 million and $23.2 million
for the three months ended September 30, 2010 @@}, 2espectively, and $142.1 million and $1.7 imnlifor the nine months ended

September 30, 2010 and 2009, respectively.
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Revenues Earned from Affiliates

Management and Advisory Fees earned from affilisdtded $34.2 million and $23.0 million for thedle months ended September 30,
2010 and 2009, respectively. Management and AdyiBees earned from affiliates totaled $110.4 millesd $68.5 million for the nine months
ended September 30, 2010 and 2009, respectivedg. ledate primarily to transaction and monitoriags which are made in the ordinary course
of business and under terms that would have betineld from unaffiliated third parties.

Loans to Affiliates

Loans to affiliates consist of interest-bearingathes to certain Blackstone individuals to finatihegr investments in certain Blackstone
Funds. These loans earn interest at Blackstonatsofdoorrowing and such interest totaled $0.4iorlland $0.6 million for the three months
ended September 30, 2010 and 2009, respectively$han million and $1.6 million for the nine montlsded September 30, 2010 and 2009,
respectively. No such loans to any director or ekige officer of Blackstone have been made or veertstanding since March 22, 2007, the date
of Blackstone’s initial filing with the Securitiesxd Exchange Commission of a registration statemedsting to its initial public offering.

Contingent Repayment Guarantee

Blackstone and its personnel who have receivedi€himterest distributions have guaranteed payroert several basis (subject to a cap)
to the Carry Funds of any clawback obligation wihpect to the excess Carried Interest allocat#iietgeneral partners of such funds and
indirectly received thereby to the extent thateitBlackstone or its personnel fails to fulfill tlawback obligation, if any. The Accrual for
Possible Repayment of Previously Received Perfocen&ees and Allocations represents amounts prdyipagl to Blackstone Holdings and
non-controlling interest holders that would neeté¢arepaid to the Blackstone Funds if the CarrydSumere to be liquidated based on the fair
value of their underlying investments as of Septend®, 2010. See Note 16. “Commitments and Conticigs — Contingencies — Contingent
Obligations (Clawback)”.

Aircraft and Other Services

In the normal course of business, Blackstone paeldmve made use of aircraft owned as personatsabg Stephen A. Schwarzman
(“Personal Aircraft”). In addition, on occasion, MBchwarzman and his family have made use of @anadiiin which Blackstone owns a
fractional interest, as well as other assets ofl&tone. Mr. Schwarzman paid for his purchaseb@fircraft himself and bears all operating,
personnel and maintenance costs associated withofieration. In addition, Mr. Schwarzman is charder his and his family’s personal use of
Blackstone assets based on market rates and i&ageent by Blackstone for the use of the Persoiratat by other Blackstone employees are
made at market rates. Personal use of Blackst@oeirees are also reimbursed to Blackstone at meatet. The transactions described herein
are not material to the Condensed ConsolidatechEiabStatements.

Tax Receivable Agreements

Blackstone used a portion of the proceeds froniRi@eand the sale of nhon-voting common units toiBgijVonderful Investments to
purchase interests in the predecessor businessagte predecessor owners. In addition, holdeBladkstone Holdings Partnership Units may
exchange their Blackstone Holdings PartnershipsJioit Blackstone Common Units on a one-for-onesdagie purchase and subsequent
exchanges are expected to result in increaseg itathbasis of the tangible and intangible asdaiaxkstone Holdings and therefore reduce the
amount of tax that Blackstone’s wholly-owned sulzsids would otherwise be required to pay in therfe.
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Certain subsidiaries of the Partnership which arparate taxpayers have entered into tax receivadrieements with each of the
predecessor owners and additional tax receivalskeatents have been executed, and will continue &xbcuted, with newly-admitted senior
managing directors and others who acquire Blaclestdoidings Partnership Units. The agreements peofodthe payment by the corporate
taxpayers to such owners of 85% of the amount sif savings, if any, in U.S. federal, state andllom®me tax that the corporate taxpayers
actually realize as a result of the aforementianeteases in tax basis and of certain other taefitsirelated to entering into these tax receivable
agreements. For purposes of the tax receivableagnets, cash savings in income tax will be comphtedomparing the actual income tax
liability of the corporate taxpayers to the amoofsuch taxes that the corporate taxpayers woulé baen required to pay had there been no
increase to the tax basis of the tangible and gitd@ assets of Blackstone Holdings as a resuh@fxchanges and had the corporate taxpayers
not entered into the tax receivable agreements.

Assuming no material changes in the relevant taxdad that the corporate taxpayers earn sufficeedble income to realize the full tax
benefit of the increased amortization of the assleésexpected future payments under the tax rabsvagreements (which are taxable to the
recipients) will aggregate $980.2 million over thext 15 years. The after-tax net present valubesd estimated payments totals $274.0 million
assuming a 15% discount rate and using Blackstane& recent projections relating to the estiméitaihg of the benefit to be received. Future
payments under the tax receivable agreements pecesf subsequent exchanges would be in addibidingse amounts. The payments under the
tax receivable agreements are not conditioned gpatinued ownership of Blackstone equity interéstshe pre-IPO owners and the others
mentioned above.

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

16. COMMITMENTS AND CONTINGENCIES
Commitments
Investment Commitment

Blackstone had $1.4 billion of investment commitisess of September 30, 2010 representing genetalepaapital funding commitmer
to the Blackstone Funds, limited partner capitaling to other funds and Blackstone principal inrent commitments. The consolidated
Blackstone Funds had signed investment commitnar#23.9 million as of September 30, 2010 whicHudes $7.9 million of signed
investment commitments for portfolio company acijaiss in the process of closing.

Contingencies
Guarantees

Certain of Blackstone’s consolidated real estatel$uguarantee payments to third parties in cormeetith the ongoing business activiti¢
and/or acquisitions of their Portfolio Companiekefle is no direct recourse to the Partnershiplfil &uch obligations. To the extent that
underlying funds are required to fulfill guarantgdigations, the Partnershipinvested capital in such funds is at risk. Totaéstments at risk i
respect of guarantees extended by real estate fuasi$4.9 million as of September 30, 2010.
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Contingent Performance Fees and Allocations

There were $130.9 million of segment level PerfaroeaFees and Allocations related to the hedge fimtle Credit and Marketable
Alternatives and Real Estate segments throughehegended September 30, 2010 attributable togerments where the measurement period
had not ended. Measurement periods may be gréaterthhe current reporting period. On a consolidatesis, after eliminations, such
Performance Fees and Allocations were $129.3 mifiao the nine months ended September 30, 2010.

Litigation

From time to time, Blackstone is named as a defenddegal actions relating to transactions coniéddn the ordinary course of business.
Although there can be no assurance of the outcdreeoh legal actions, in the opinion of managemBlackstone does not have a potential
liability related to any current legal proceedirrgctaim that would individually or in the aggregaaterially adversely affect its results of
operations, financial position or cash flows.

Contingent Obligations (Clawback)

Included within Net Gains from Fund Investment Aities in the Condensed Consolidated StatemenBpefations are gains from
Blackstone Fund investments. The portion of netgattributable to non-controlling interest holdisrgrcluded within Non-Controlling Interests
in Income of Consolidated Entities. Net gains (&s3sattributable to non-controlling interest hoklare net of Carried Interest earned by
Blackstone. Carried Interest is subject to clawhkadke extent that the Carried Interest receiveditte 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 an interim clawback liability comeedafter a realized loss is incurred, dependintherfund. The lives of the carry funds witl
potential clawback obligation, including availalslentemplated extensions, are currently anticiptdexkpire at various points beginning toward
the end of 2012 and extending through 2018. Fuektmsions of such terms may be implemented ugiden circumstances.

For financial reporting purposes, the general magtthave recorded a liability for potential clawkabligations to the limited partners of
some of the carry funds due to changes in the lineglavalue of a fund’s remaining investments aretre the fund’s general partner has
previously received Carried Interest distributiovith respect to such fund’s realized investments.

During the quarter ended September 30, 2010, taekBtone general partners paid an interim cashbelakvobligation of $16.2 million
relating to a real estate fund of which $13.7 millivas paid by Blackstone Holdings and $2.5 milligrcurrent and former Blackstone
personnel. During the nine months ended Septenthe2(®.0, the Blackstone general partners paid tanifim cash clawback obligation of
$19.3 million relating to a real estate fund of elhi$15.4 million was paid by Blackstone Holdingsl &3.9 million by current and former
Blackstone personnel.

As of September 30, 2010, the clawback obligatisese $392.0 million, of which $185.4 million reldtéo Blackstone Holdings and
$206.6 million related to current and former Blaoke personnel. As of December 31, 2009, the clakwbhligations were $485.3 million, of
which $217.4 million related to Blackstone Holdireged $267.9 million related to current and form&dRstone personnel. The Accrual for
Potential Repayment of Previously Received Perfocad-ees and Allocations is included in Due tol#sfes.
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The following table presents the clawback obligadiby segment:

September 30, 201! December 31, 200!
Current and Current and
Blackstone Former Blackstone Former
Segmen Holdings Personnel Total Holdings Personnel Total
Private Equity $ 67,43, $119,33¢ $186,76¢ $ 65,237 $120,20¢ $185,44!
Real Estatt 117,96:. 87,31( 205,27. 152,14, 147,66t 299,80¢
Total $185,39: $206,64¢ $392,04: $217,37¢ $267,87: $485,25!

A portion of the Carried Interest paid to currentldormer Blackstone personnel is held in segrebateounts in the event of a cash
clawback obligation. These segregated accountsaracluded in the Condensed Consolidated Finh&te&ements of the Partnership, exce|
the extent a portion of the assets held in theegged accounts may be allocated to a consolid®issttstone fund of hedge funds. At
September 30, 2010, $478.2 million was held inegaped accounts for the purpose of meeting anybaakvobligations of current and former
personnel if such payments are required.

17. SEGMENT REPORTING
Blackstone transacts its primary business in thitgedrStates and substantially all of its revenuesgenerated domestically.

Blackstone conducts its alternative asset manageanehfinancial advisory businesses through fognsnts:
» Private Equity— Blackstonr’s Private Equity segment comprises its managenfgnivate equity funds

» Real Estate — Blackstone’s Real Estate segmentpitincomprises its management of general reate$tmds and internationally
focused real estate funds. In addition, the segimamtebt investment funds targeting non-contlteal estate debt-related
investment opportunities in the public and privagrkets, primarily in the United States and Eurt

* Credit and Marketable Alternatives — Blackstonefedit and Marketable Alternatives segment, whosesistent focus is current
earnings, comprises its management of funds ofdéduds, credit-oriented funds, CDO and CLO velsickeparately managed
accounts and public-traded close-end mutual funds

» Financial Advisory — Blackstone’s Financial Advigagegment comprises its financial advisory servioestructuring and
reorganization advisory services and Park Hill @;oumhich provides fund placement services for alitive investment fund.

These business segments are differentiated bywheaus sources of income, with the Private EquRgal Estate and Credit and
Marketable Alternatives segments primarily earrtimgjir income from management fees and investmémtn® on assets under management,
while the Financial Advisory segment primarily esits income from fees related to investment bagkervices and advice and fund placement
services.

Economic Net Income (“ENI”) is a key performanceasere used by management. ENI represents segniéntomme before taxes
excluding transaction-related charges. Transactitated charges include principally charges asgettiaith equity-based compensation, the
amortization of intangibles and corporate actions

41



Table of Contents

THE BLACKSTONE GROUP L.P.

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

including acquisitions. Blackstone uses ENI asyarkeasure of value creation and as a benchmatk p&rformance. ENI represents segment
net income excluding the impact of income taxesiaitil public offering (“IPO”) and acquisition-tated items, including charges associated
with equity-based compensation, the amortizatiomtangibles and corporate actions including adtjoiss. For segment reporting purposes,
revenues and expenses are presented on a basie¢basolidates the investment funds we managal $egment ENI equals the aggregate of
ENI for all segments. ENI is used by managememarily in making resource deployment and compeasatecisions across Blackstone’s four
segments.

Management makes operating decisions and asségssgsrformance of each of Blackstone’s businessisaty based on financial and
operating metrics and data that is presented wittheuconsolidation of any of the Blackstone Futhdd are consolidated into the Condensed
Consolidated Financial Statements. Consequentlgegment data excludes the assets, liabilitiesopedating results related to the Blackstone
Funds.
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The following table presents the financial dataBtackstone’s four segments for the three monthiedSeptember 30, 2010 and 2009:

Three Months Ended September 30, 201

Credit and
Marketable
Private Real Financial Total
Equity Estate Alternatives Advisory Segments
Segment Revenut
Management and Advisory Fe
Base Management Fe $ 66,077 $ 83,23 $120,12! $ — $269,43:
Advisory Fees — — — 84,54 84,54
Transaction and Other Fees, [ 13,34¢ 8,53¢ 1,062 — 22,94¢
Management Fee Offse (91) (401) (182) — (674)
Total Management and Advisory Fe 79,33¢ 91,36¢ 121,00! 84,54 376,24¢
Performance Fees and Allocatic
Realized 44,81« 5,01(C 16,21¢ — 66,03¢
Unrealized 45,49¢ 69,91( 77,33¢ — 192,74!
Total Performance Fees and Allocatic 90,31: 74,92( 93,55! — 258,78
Investment Incom
Realized 9,94( 2,15¢ 1,70¢ 46¢ 14,27¢
Unrealized 30,49 83,96¢ 13,18 607 128,24’
Total Investment Incom 40,43: 86,125 14,88¢ 1,07¢ 142,52:
Interest and Dividend Reven 3,80z 3,02¢ 1,75C 1,60¢ 10,187
Other 1,061 2,33( 60C AT77 4,46¢
Total Revenue 214,94 257,77. 231,79! 87,70: 792,21
Expense!
Compensation and Benef
Base Compensatic 47,55: 43,21¢ 53,28( 66,53! 210,58:
Performance Fee Relat
Realized 10,78: 1,80¢ 12,37: — 24,96:
Unrealized 18,30¢ 46,18 39,83 — 104,32:
Total Compensation and Benel 76,64 91,207 105,48t 66,53 339,86°
Other Operating Expens 26,35¢ 18,58¢ 22,057 17,25 84,25
Total Expense 103,00 109,79: 127,54! 83,78¢ 424,12(
Economic Net Incom $111,94: $147,98: $104,25( $ 3,91¢ $368,09:
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Three Months Ended September 30, 20C

Credit and
Marketable
Private Real Financial Total
Equity Estate Alternatives Advisory Segments
Segment Revenut
Management and Advisory Fe
Base Management Fe $ 67,00¢ $ 83,40¢ $105,43( $ — $255,84¢
Advisory Fees — — — 94,56¢ 94,56¢
Transaction and Other Fees, I 18,36¢ 3,341 T7¢€ — 22,49:
Management Fee Offse — (415) (4,12)) — (4,536
Total Management and Advisory Fe 85,37 86,341 102,08’ 94,56¢ 368,37
Performance Fees and Allocatic
Realized — (11,44 7,622 — (3,819
Unrealized 110,86° 23,60¢ 36,11« — 170,58¢
Total Performance Fees and Allocati 110,86’ 12,167 43,73¢ — 166,77(
Investment Income (Los:
Realized 8,79¢ (3,079¢) 1,95: — 7,66¢
Unrealized 18,64( 1,24z 29,97¢ 47€ 50,33¢
Total Investment Income (Los 27,43¢ (1,836 31,92¢ 47€ 58,00:
Interest and Dividend Reven 2,55 2,03t 92¢ 1,25(C 6,761
Other 677 1,45( 71t 1,051 3,89:
Total Revenue 226,90¢ 100,15 179,39¢ 97,34: 603,80
Expense!
Compensation and Benef
Base Compensatic 42,01 38,48¢ 54,36¢ 57,68¢ 192,54¢
Performance Fee Relat
Realized 13t (1,690 84z — (713)
Unrealized 27,75¢ 5,721 24,59 — 58,07(
Total Compensation and Benel 69,90: 42,51¢ 79,80: 57,68¢ 249,90¢
Other Operating Expens 21,31¢ 13,43 18,12 22,66¢ 75,54«
Total Expense 91,21¢ 55,95: 97,924 80,35 325,44
Economic Net Incom $135,68¢ $ 44,20¢ $ 81,47 $16,99! $278,35°

The following table reconciles the Total SegmeatBliackstone’s Income (Loss) Before Provision fax@&s as of and for the three months
ended September 30, 2010 and 2009:

Three Months Ended September 30, 201
Consolidation

Adjustments
and Reconciling

Total Blackstone

Segments Iltems Consolidatec

Revenue! $792,21: $ (8,217)(a) $ 784,00(
Expense: $424,12( $ 501,64¢b) $ 925,76¢
Other Income $ — $ 285,07(c) $ 285,07:
Economic Net Incom $368,09: $ (224,789(d) $ 143,30:
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Three Months Ended September 30, 20C
Consolidation
Adjustments
and Reconciling

Total Blackstone

Segments ltems Consolidated

Revenue! $603,80: $ (6,78))(a) $ 597,02
Expense: $325,44 $ 772,34'(b) $1,097,79.
Other Income $ — $  73,81c) $ 73,81
Economic Net Income (Los: $278,35 $ (705,316(d) $ (426,959

The Revenues adjustment principally represmatsagement and performance fees and allocationecd&om Blackstone Funds which
were eliminated in consolidation to arrive at Blsidine consolidated revenu

The Expenses adjustment represents the additierpenses of the consolidated Blackstone Fumtiset Blackstone unconsolidated
expenses, amortization of intangibles and experdated to transaction-related equity-based congiemsto arrive at Blackstone
consolidated expense

The Other Income adjustment results from the folhmw

Three Months Ended

September 30,
2010 2009
Fund Management Fees and Performance Fees anadlos Eliminated in Consolidatic $ (4,769 $ 6,77C
Fund Expenses Added in Consolidat 7,851 2,10¢
Non-Controlling Interests in Income (Loss) of Consol&thEntities 266,34 83,99/
Transactional Other Incon 15,63" (19,059
Total Consolidation Adjustments and Reconcilingnis $285,07: $ 73,81:

The reconciliation of Economic Net Income tadme (Loss) Before Benefit for Taxes as reportettiénCondensed Consolidated
Statements of Operations consists of the follow

Three Months Ended

September 30,
2010 2009

Economic Net Incom $ 368,09: $ 278,35
Adjustments

Amortization of Intangible: (40,872) (39,519

IPO and Acquisitio-Related Charge (438,56%) (719,709

Management Fee Revenues Associated with ConsalidzP® and CLO Vehicle (11,695 —

Non-Controlling Interests in Income (Loss) of Consol&thEntities 266,34t 53,90t
Total Consolidation Adjustments and Reconcilingrig (224,789 (705,316
Income (Loss) Before Provision for Tax $ 143,30: $(426,959
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The following table presents financial data for&stone’s four segments for the nine months endgde®ber 30, 2010 and 2009:

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
Realized
Unrealized
Total Performance Fees and Allocatic
Investment Incom
Realized
Unrealized
Total Investment Incom
Interest and Dividend Reven
Other
Total Revenue
Expense!
Compensation and Benef
Base Compensatic
Performance Fee Relat
Realized
Unrealized
Total Compensation and Benel
Other Operating Expens
Total Expense
Economic Net Incom

Segment Assets as of September 30, :

Nine Months Ended September 30, 201

Credit and
Private Marketable Financial Total

Equity Real Estate Alternatives Advisory Segments

$ 198,30: $ 249,20¢ $ 336,80° $ — $ 784,31¢
— — — 295,20¢ 295,20¢
61,687 13,45¢ 3,57¢ 10z 78,82t
(92) (1,000 (940) — (2,031
259,90( 261,66° 339,44: 295,31 1,156,32.
92,09¢ 27,27 46,92 — 166,29
67,02¢ 102,41¢ 134,89 — 304,34(
159,12: 129,69! 181,81¢ — 470,63¢
12,58¢ 8,691 13,42( 607 35,30«
132,45( 210,40 22,70 1,39¢ 366,95¢
145,03¢ 219,09 36,12 2,00t 402,25¢
9,95¢ 7,922 3,654 4,27 25,801
1,621 64 (314) (797) 574
575,63¢ 618,44 560,72. 300,79: 2,055,59.
141,07 127,89° 155,73! 197,17¢ 621,88:
16,91¢ 12,22t 26,44 — 55,58:
14,35¢ 69,11¢ 74,55¢ — 158,03
172,34« 209,24( 256,73! 197,17! 835,49
79,46 50,52 66,15 49,29¢ 245,43
251,81 259,76 322,88 246,47 1,080,93I
$ 323,82 $ 358,68: $ 237,83! $ 54,32: $ 974,66
$4,299,93: $2,479,86: $2,601,53! $634,91( $10,016,23
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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
Realized
Unrealized
Total Performance Fees and Allocatic
Investment Income (Los:
Realized
Unrealized
Total Investment Income (Los
Interest and Dividend Reven
Other
Total Revenue
Expense!
Compensation and Benef
Base Compensatic
Performance Fee Relat
Realized
Unrealized
Total Compensation and Benel
Other Operating Expens
Total Expense
Economic Net Income (Los:

Nine Months Ended September 30, 200

Credit and
Marketable
Private Financial Total

Equity Real Estate Alternatives Advisory Segments
$203,18( $ 245,12 $298,22¢ $ — $ 746,53
— — — 268,00¢ 268,00¢
43,84 9,36¢ 1,90¢ — 55,11¢
— (2,099 (12,699 — (14,79))
247,02! 252,39t 287,43! 268,00 1,054,86.
— (6,208) 8,20¢ — 2,002
212,87 (257,57)) 67,86¢ — 23,167
212,87( (263,77¢) 76,07 — 25,17
8,55: (336) (14,319 — (6,097
20,59: (125,40%) 67,11¢ 47€ (37,22))
29,14t (125,742 52,80: 47€ (43,319
3,22¢ 2,61¢ 1,915 3,41z 11,27(¢
1,32¢ 3,18¢ 77 (14) 5,27¢
493,59( (131,319 419,00t 271,88: 1,053,16.
119,52¢ 113,69: 157,37t 162,87 553,47.
12€ (94) 981 — 1,01¢
(612) (115,22) 39,98¢ — (75,85%)
119,04( (1,62¢) 198,34: 162,87 478,63(
61,97¢ 39,03( 58,22¢ 57,37¢ 216,61
181,01¢ 37,40z 256,57( 220,25: 695,24
$312,57: $(168,72) $162,43! $ 51,63( $ 357,91

The following table reconciles the Total SegmeatBliackstones Income (Loss) Before Provision for Taxes and TAssets as and for tl

nine months ended September 30, 2010 and 2009:

Revenue!

Expense!

Other Income

Economic Net Income (Los:
Total Assets
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September 30, 2010 and the Nine Months Then Endt

Total
Segments
$ 2,055,59:
$ 1,080,93!
$ S
$ 974,66
$10,016,23

Consolidation
Adjustments and

Reconciling ltems

$  (20,267)(a)
$ 2,073,31(b)

$  397,624c)

$ (1,695,96)(d)
$ 7,724,65(e)

Blackstone
Consolidated

$ 2,035,32
$ 3,154,24
$ 397,62
$ (721,29)
$17,740,89
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Nine Months Ended September 30, 200
Consolidation

Total Adjustments and Blackstone

Segments Reconciling Items Consolidated

Revenue! $1,053,16: $ (4,809 (a) $ 1,048,35:
Expense: $ 695,24« $ 2,376,61(b) $ 3,071,85!
Other Income $ — $ 97,35(c) $ 97,35
Economic Net Income (Los: $ 357,91¢ $ (2,284,07/)(d) $(1,926,15)

(@) The Revenues adjustment principally represmiatsagement and performance fees and allocationse&om Blackstone Funds which
were eliminated in consolidation to arrive at Blsiine consolidated revenu

(b) The Expenses adjustment represents the additierpenses of the consolidated Blackstone Fumttset Blackstone unconsolidated
expenses, amortization of intangibles and experdated to transaction-related equity-based congiEnsto arrive at Blackstone
consolidated expense

(c) The Other Income adjustment results from the foithauw

Nine Months Ended

September 30,
2010 2009
Fund Management Fees and Performance Fees and#dios Eliminated in Consolidatic $(10,430) $ 2,01¢
Fund Expenses Added in Consolidat 18,63! 8,17¢
Non-Controlling Interests in Income (Loss) of ConsolethEntities 367,98t 87,15¢
Transactional Other Incon 21,43¢ —
Total Consolidation Adjustments and Reconcilingnis $397,62! $97,35¢

(d) The reconciliation of Economic Net Income tadme (Loss) Before Provision for Taxes as reparndtie Condensed Consolidated
Statements of Operations consists of the follow

Nine Months Ended
September 30,

2010 2009
Economic Net Incom $ 974,66 $ 357,91
Adjustments
Amortization of Intangible: (121,206 (118,53)
IPO and Acquisitio-Related Charge (1,915,22)) (2,222,59)
Management Fee Revenues Associated with ConsalidzD® and CLO Vehicle (27,527 —
Non-Controlling Interests in Income (Loss) of ConsolathEntities 367,98 57,06¢
Total Consolidation Adjustments and Reconcilingris (1,695,96) (2,284,07)
Income (Loss) Before Provision for Tax $ (721,29) $(1,926,15)

(e) The Total Assets adjustment represents thdiaddif assets of the consolidated Blackstone fuadhe Blackstone unconsolidated assets
to arrive at Blackstone consolidated ass

18. SUBSEQUENT EVENTS

On October 1, 2010, the Partnership purchased aityenterest representing 40% of Patria Investmdimnited and Patria Investimentos
Ltda. Pétria is one of Latin America’s leading aittive asset managers and advisory firms.

48



Table of Contents

ITEM 1A.

THE BLACKSTONE GROUP L.P.

Unaudited Consolidating Statements of Financial Codition
(Dollars in Thousands)

Assets

Cash and Cash Equivalel
Cash Held by Blackstone Funds and O1
Investments

Accounts Receivabl

Reverse Repurchase Agreeme
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
Securities Sold, Not Yet Purchas
Accounts Payable, Accrued Expenses and Other itiabi
Total Liabilities
Redeemable No-Controlling Interests in Consolidated Entities
Partners’ Capital
Partner’ Capital
Appropriated Partne’ Capital
Accumulated Other Comprehensive Inco
Non-Controlling Interests in Consolidated Entit
Non-Controlling Interests in Blackstone Holdin
Total Partners’ Capital
Total Liabilities and Partners’ Capital
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September 30, 201/

Consolidated
Operating

Consolidated
Blackstone

Reclasses an

Partnerships Funds (a) Eliminations Consolidated
$ 1,016,22! $ — $ — $ 1,016,22!
39,49¢ 352,19:. — 391,69:
3,800,31: 7,655,95! (429,54 11,026,73
340,38¢ 84,55t (7 424,93:
287,44! — — 287,44!
640,83: 35,97: (19,46)) 657,34:
820,16¢ — — 820,16¢
1,703,60: — — 1,703,60:
250,44 44,99: — 295,43¢
1,117,311 — — 1,117,311
$10,016,23. $8,173,66! $ (449,010 $17,740,89
$ 1,070,23 $5,665,49 $ — $ 6,735,73
1,434,57. 286,32: (19,467) 1,701,43.
758,49° 1,66: — 760,16(
263,48 55¢ — 264,03°
481,98¢ 141, 75( (8) 623,73(
4,008,78| 6,095,78 (19,470 10,085,09
— 587,39¢ — 587,39¢
3,608,02! 406,22¢ (433,76)) 3,580,48!
— 551,73 — 551,73}

3,182 2,811 — 5,99¢
159,37¢ 529,70( 4,221 693,30(
2,236,87. — — 2,236,87.
6,007,45: 1,490,48. (429,54() 7,068,39!
$10,016,23. $8,173,66! $ (449,010 $17,740,89
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Assets
Cash and Cash Equivalel

Cash Held by Blackstone Funds and Or
Investments

Accounts Receivabl

Due from Affiliates

Intangible Assets, N¢

Goodwill

THE BLACKSTONE GROUP L.P.

Unaudited Consolidating Statements of Financial Codition—(Continued)
(Dollars in Thousands)

Other Asset!
Deferred Tax Assel

Total Assets

Liabilities and Partners’ Capital
Loans Payabl

Due to Affiliates

Accrued Compensation and Bene
Securities Sold, Not Yet Purchas

Accounts Payable, Accrued Expenses and Other itiabi

@)

Total Liabilities
Redeemable No-Controlling Interests in Consolidated Entities
Partners’ Capital

Partner’ Capital

Accumulated Other Comprehensive Inco
Non-Controlling Interests in Consolidated Entit
Non-Controlling Interests in Blackstone Holdin
Total Partners’ Capital

Total Liabilities and Partners’ Capital

Blackstone Distressed Securities 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.
Blackstone/GSO Secured Trust Ltd*

BTD CP Holdings, LP

GSO Co-Investment Partners LLC

GSO Legacy Associates 2 LLC

GSO Legacy Associates LLC

The Asia Opportunities Fund L.P.

Private equity side-by-side, general partners™t affiliated limited partners™* investment vehicle
Real estate side-by-side, general partners™* dfiliaded limited partners™* investment vehicles
Mezzanine side-by-side, general partners™* andiaféd limited partners’* investment vehicles

Collateralized debt and loan obligation vehicles*

*

*%

Consolidated as of September 30, 2010 c

The Consolidated Blackstone Funds consisted ofoti@ving:

December 31, 200!

Consolidated Consolidated Reclasses an
Operating Blackstone
Partnerships 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¢ (39,94¢) 759,90°
919,47 — — 919,47
1,703,60: — — 1,703,60:.
171,46: 1,141 (48) 172,55¢
943,51. — — 943,51.
$8,503,95  $1,151,86.  $(246,79)  $9,409,02.
$ 651,99 $ 5,63( $ = $ 657,62:
1,362,78. 65,77¢ (18,49) 1,410,06!
486,95 1,99¢ — 488,94¢
— 357 — 357
235,67. 94,33 (21,504 308,50(
2,737,39 168,08t (39,995 2,865,49.
— 526,31: — 526,31:
3,376,70 206,79¢ (206,799 3,376,70
2,42( — — 2,42(
289,61 250,66¢ — 540,28
2,097,81 — — 2,097,81.
5,766,55! 457 ,46! (206,799 6,017,22.
$8,503,95  $1,151,86.  $ (246,799  $9,409,02.

Included within Consolidated Blackstone Fundsoé®ecember 31, 2009 only. At September 30, 2@idse entities are included

within Consolidated Operating Partnershi
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ITEM 2. MANAGEMENT ’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

The following discussion and analysis should bal ri@aconjunction with The Blackstone Group L.P.@@ensed Consolidated Financial
Statements and the related notes included withinQuarterly Report on Form 10-Q.

Our Business

Blackstone is one of the largest independent masagfgrivate capital in the world. We also provaleiide range of financial advisory
services, including financial advisory, restruatigrend reorganization advisory and fund placememnices.

Our business is organized into four business setgmen

* 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 tlgmbss in 1987. In addition,
we are in the process of raising our seventh pieguity fund. We have also launched a new investfoed focused on clean
technology investments and are seeking to launéhvastment fund targeting infrastructure investteefhrough our private equity
funds we pursue transactions throughout the wartdiiding leveraged buyout acquisitions of seasawdpanies, transactions
involving growth equity or start-up businessesstablished industries, minority investments, coap@partnerships, distressed debt,
structured securities and industry consolidatiomg]l cases in strictly friendly transactiol

* Real Estate.We are a world leader in real estate investing aittassortment of real estate funds that are diieslgeographically
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, eogean focused real estate fund and a number lbéstste debt investment funds.
Our real estate funds have made significant investsin lodging, major urban office buildings andaaiety of real estate operating
companies. In addition, our debt investment furadget real estate non-controlling debt relatedstwent opportunities in the public
and private markets, primarily in the United Steird Europe

» Credit and Marketable Alternatives. Our credit and marketable alternatives segmertdngpeised of our management of funds of
hedge funds, credit-oriented funds, collateraliloaoh obligation (“CLO”) vehicles and publicly-tradelosed-end mutual funds. Our
funds of hedge funds operation was organized i) 9@ has developed into a leading manager ofutistial fund of hedge fund
assets across a wide variety of strategies. Oditeveented funds and CLOs are managed by ouridialng, GSO Capital Partners
(“GS0O"), a major participant in the leveraged finammarket. GSO manages a variety of credit-oriefiteds including senior credit-
oriented funds, distressed debt funds, mezzanimgsfand general credit-oriented funds. These ptsdue intended to provide
investors with greater levels of current income forctertain products, a greater level of liquid

* Financial Advisory . Our financial advisory segment serves a divenseghobal group of clients with financial advis@grvices,
restructuring and reorganization advisory servanes fund placement services for alternative investrfunds

We generate our revenue from fees earned pursu@ontractual arrangements with funds, fund inwssamd fund portfolio companies
(including management, transaction and monitorges}, and from financial advisory services, restnireg and reorganization advisory services
and fund placement services for alternative investrnfunds. We invest in the funds we manage anahdst cases, receive a preferred allocation
of income (i.e., a “Carried Interest”) or an indgatfee from an investment fund in the event tipgtcified cumulative investment returns are
achieved. The composition of our revenues will vamged on market conditions and the cyclicalitthefdifferent businesses in which we
operate. Net investment gains and resultant investincome
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generated by the Blackstone Funds, principallygie\equity and real estate funds, are driven hyeveteated by our operating and strategic
initiatives as well as overall market conditionsir@unds initially record fund investments at castl then such investments are subsequently
recorded at fair value. Fair values are affectedhmnges in the fundamentals of the portfolio comyp¢he portfolio company’s industry, the
overall economy as well as other market conditions.

Business Environment

Global equity markets moved sharply higher in thiedtquarter of 2010, while credit markets alsceraad high yield spreads moderately
tightened. Investors reacted positively to susthialgove-average corporate earnings growth andxghectation of continued economic recovery.
Most global equity indices rose 10-20% during tharter. In credit, the high yield and leveragedloalices rose 8% and spreads tightened
basis points. Economic data remained mixed, howewat most indicators pointed to a slowing in theovery of the U.S. economy, including
both output and employment rates.

In real estate, the fundamentals generally continaemprove in the third quarter. In office, ocamgy trends and leasing activity
continued to improve modestly in most markets, et supply remained at historically low levelshispitality, industry Revenue Per
Available Room, or RevPAR, grew 8.4% in the thitdhger of 2010, and has experienced positive graivibe March 2010.

Commodity prices increased in the third quarted toese gains were broad based across all majezageories. Expectations for further
guantitative easing measures by the Federal Rekas/put additional pressure on the U.S. dollavjrdy commodity prices expressed in dollars
higher. During the third quarter, oil prices ro$é.6The U.S. dollar declined against each of theoEund Pound Sterling by 10% and 5%,
respectively.

Blackstone’s businesses are materially affecteddmgitions in the financial markets and economieditions in the U.S., Western Europe,
Asia and, to a lesser extent, elsewhere in thedworl

Significant Transactions
Blackstone Issuance of $400 million 5.875% Noteseébin 2021

On September 15, 2010, Blackstone Holdings Fin@iwd..L.C., an indirect subsidiary of the Partngrsissued $400 million of senior
notes due March 15, 2021. The Notes, which wereessit a discount, have an interest rate of 5.8F&&nnum.

Blackstone Purchase of a 40% Equity Interest in Fat

On October 1, 2010, the Partnership purchased aityenterest representing 40% of Patria Investmdmnited and Patria Investimentos
Ltda. Patria is one of Latin America’s leading alive asset managers and advisory firms. PaasabB.2 billion in total assets under
management across private equity, real estatesimércture and hedge funds.

Acquisition of Management Agreements Related to CR@d CLO Vehicles

On April 1, 2010 and July 20, 2010, the Partnersiiguired, through GSO, management agreementsetatcertain collateralized debt
obligation (“*CDO”) and CLO vehicles previously maea by Callidus Capital Management, LLC. The adtaisof the management
agreements resulted in the consolidation of cedfthe respective CDO and CLO vehicles, as applecander GAAP consolidation rules. On
April 1, 2010, the fair value of the consolidateD@ and CLO assets and liabilities managed unddr saotracts was $2.7 billion and
$2.5 billion, respectively. On July 20, 2010, the alue of the consolidated CLO assets and lt@simanaged under such contract was
$117.6 million and $110.8 million, respectively.efh was no material impact to the Condensed Cataeli Statement of Operations or the
Condensed Consolidated Statement of Cash Flows.
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Key Financial Measures and Indicators
Our key financial measures and indicators are dised below.

Revenues

Revenues primarily consist of management and advises, 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” in our 2009 Annual Report omi10-K for additional information regarding themmer in which Base Management
Fees and Performance Fees and Allocations areaeder

Management and Advisory FeesManagement and Advisory Fees are comprised of neanegt fees, including base management fees,
transaction and other fees, management fee redsciiod offsets, and advisory fees.

The Partnership earns base management fees froimttesl partners of funds in each of its managawi on any of the following bases:
as a fixed percentage of assets under managene¢misset value, total assets, committed capitavested capital. Base management fees are
based on contractual terms specified in the unogylipnvestment advisory agreements.

Transaction and other fees (including monitoringsieare fees charged directly to portfolio compsrilde investment advisory agreem
generally require that the investment advisor redhe amount of management fees payable by theetimiartners to the Partnership
(“management fee reduction”) by an amount equal portion of the transaction and other fees diygudiid to the Partnership by the portfolio
companies. The amount of the reduction varies by fthe type of fee paid by the portfolio companyg ¢ée previously incurred expenses of the
fund.

Management fee offsets are reductions to managei@esnpayable by our limited partners, which aentgd based on the amount of
expense incurred by our limited partners for plageniees.

Advisory fees consist of advisory retainer and$eantion-based fee arrangements related to memggrisiion, restructuring and
divestiture activities and fund placement servioeslternative investment funds. Advisory retaifegs are recognized when services for the
transactions are complete, in accordance with teehorth in individual agreements. Transactioedubfees are recognized when (a) there is
evidence of an arrangement with a client, (b) adjtgeon services have been provided, (c) fees aed fir determinable and (d) collection is
reasonably assured. Fund placement fees are reeogas earned upon the acceptance by a fund aékaptcapital commitments.

Accrued but unpaid Management and Advisory Fedsfrraanagement fee reductions and managementfies) as of the reporting
date, are included in Accounts Receivable or DuwaFAffiliates in the Condensed Consolidated Statgmsef Financial Condition.

Performance Fees and AllocationsRerformance 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, ighhwater marks, in accordance with the
respective terms set out in each hedge fund’'s gingragreements. Accrued but unpaid performancedbarged directly to investors in
Blackstone’s offshore hedge funds as of the repgdiate are recorded within Due from Affiliatege Condensed Consolidated Statements of
Financial Condition. Performance fees arising oacBstone’s onshore hedge funds are allocated tgetheral partner. Accrued but unpaid
performance fees on onshore funds as of the regadtite are reflected in Investments in the Coreb@0nsolidated Statements of Financial
Condition.
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In certain fund structures, specifically in privatguity, real estate and certain credit-orientedifu(“Carry Funds”), performance fees
(“Carried Interest”) are allocated to the genegatiper 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 thatldvbe 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 detlging investments varies between reporting id 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 regplti a negative adjustment to Carried Interestcalied to the general partner, that would ci
the amount due to the Partnership to be less titemarhount previously recognized as revenue. In geghario, it is necessary to calculate the
Carried Interest on cumulative results comparetiéoCarried Interest recorded to date and makeetingired positive or negative adjustments.
The Partnership ceases to record negative Camtedekt allocations once previously recognizedi€auinterest allocations for such fund have
been fully reversed. The Partnership is not obdigdb pay guaranteed returns or hurdles, and threrefinnot have negative Carried Interest
the life of a fund. Accrued but unpaid Carried tet as of the reporting date is reflected in Itwesits in the Condensed Consolidated
Statements of Financial Condition.

Carried Interest is realized when an underlyingstment 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 eacti’ $umeasurement period.

Carried Interest is subject to clawback to the mixtieat the Carried Interest actually distributedlate exceeds the amount due to
Blackstone based on cumulative results. As suehaticrual for potential repayment of previouslyereed performance fees and allocations,
which is a component of Due to Affiliates, represeail amounts previously distributed to Blackstéfwdings and non-controlling interest
holders that would need to be repaid to the Blarlestunds if the Blackstone Carry Funds were tigédated 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, for our real estate funds, afteealized loss is incurred, depending on the fund.

Investment Income (Loss) lvestment Income (Loss) represents the unrealineldrealized gains and losses on the Partnerghiip'sipal
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 afiteastment or when the Partnership rece
cash income, such as dividends or distributiormsnfits noneonsolidated funds. Unrealized Investment Inconsgl. results from changes in
fair value of the underlying investment as weltlas reversal of unrealized gain (loss) at the taiménvestment is realized.

Interest and Dividend Revenuelaterest and Dividend Revenue comprises primanilgrest and dividend income earned on principal
investments held by Blackstone.

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

Expenses

Compensation and Benefits — Base Compensati@ase compensation and benefits consists of (a)@melcompensation, comprising
salary and bonus, and benefits paid and payaldenfoyees, including senior managing directors(@@quity-based compensation associated
with the grants of equity-based awards to employieekiding senior managing directors.

Equity-Based Compensation Gempensation cost relating to the issuance of shased awards to employees, including senior magagi
directors, is measured at fair value at the grate,daking into
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consideration expected forfeitures, and expensed ttve vesting period on a straight line basis.ifgepased awards that do not require future
service are expensed immediately. Cash settledyehased awards are classified as liabilities aled@measured at the end of each reporting
period.

Compensation and Benefits — Performance Fee Relat@érformance fee related compensation and bemefitsists of Carried Interest
and performance fee allocations to employees, dictusenior managing directors, participating int@ie profit sharing initiatives. Employees
participating in such initiatives are allocatedeatain portion of Carried Interest and performafess allocated to the general partner under
performance fee allocations (see “Revenue RecagrijtiSuch compensation expense is recognizedeisdime manner as Carried Interest and
performance fee allocations and is subject to po#itive and negative adjustments as a resultafghs in underlying fund performance.

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

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

Non-Controlling Interests in Consolidated Entities

Non-Controlling Interests in Consolidated Entitiepresent the component of Partners’ Capital irsabaated 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 rejpgyiperiod. Non-controlling interests related tads of hedge funds and certain other credit-
oriented funds are subject to annual, samiual or quarterly redemption by investors in ¢hiemds following the expiration of a specifiedipél
of time (typically between one and three years)nay be withdrawn subject to a redemption fee &nftinds of hedge funds and certain credit-
oriented funds during the period when capital matybe withdrawn. As limited partners in these typeginds have been granted redemption
rights, amounts relating to third party interestsuch consolidated funds are presented as Red&eMai-Controlling Interests in Consolidated
Entities within the Condensed Consolidated StatesnefFinancial Condition. When redeemable amobetome legally payable to investors,
they are classified as a liability. For all condatied funds in which redemption rights have nonbgranted, non-controlling interests are
presented within Partners’ Capital in the Conder@edsolidated Statements of Financial ConditiohNas-Controlling Interests in Consolidated
Entities.

Income Taxes

The Blackstone Holdings partnerships and certatheif subsidiaries operate in the U.S. as pargssor U.S. federal income tax
purposes and generally as corporate entities inUh@&n jurisdictions. Accordingly, these entitiessiome cases are subject to New York City
unincorporated business taxes or non-U.S. incorestdn addition, certain of the wholly-owned sulisiies of the Partnership and the
Blackstone Holdings partnerships will be subjedieteral, state and local corporate income taxéseagntity level and the related tax provision
attributable to the Partnership’s share of thimme is reflected in the Condensed Consolidatedn€inhStatements.

Income taxes are accounted for using the lialitigthod of accounting. Under this method, deferaedassets and liabilities are recogni
for the expected future tax consequences of diffeee between the carrying amounts of assets aritities and their respective tax basis, using
currently enacted tax rates. The effect on defessmets and liabilities of a change in tax rateedsgnized in income in the period when the
change is enacted. Deferred tax assets are retfycedaluation allowance when it is more likelyriheot that some portion or all of the deferred
tax assets will not be realized.
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Tax laws are complex and subject to different jmtetations by the taxpayer and respective govertah&axing authorities. Significant
judgment is required in determining tax expenseiar@aluating tax positions including evaluatingcartainties under accounting princip
generally accepted in the United States of AmgfiGRAAP”"). Blackstone reviews its tax positions gteaty and adjusts its tax balances as new
information becomes available.

Blackstone analyzes its tax filing positions inalthe U.S. federal, state, local and foreignjtaisdictions where it is required to file
income tax returns, as well as for all open taxyéathese jurisdictions. If, based on this analythe Partnership determines that uncertainti
tax positions exist, a reserve is established.lBl@ne recognizes accrued interest and penalle®deto uncertain tax positions in General,
Administrative, and Other expenses within the Coisde Consolidated Statements of Operations.

There remains some uncertainty regarding Black&do#ure taxation levels. In 2007, Congress comsd legislation that would tax as
corporations publicly traded partnerships thataiyeor indirectly derive income from investmentvigkr or asset management services.

In 2008, the U.S. House of Representatives pasbdbithat would generally (a) treat Carried Intgras non-qualifying income under the
tax rules applicable to publicly traded partnershiphich would generally require us to hold intéses entities earning such income through
taxable subsidiary corporations by the end of 2@h@, (b) tax Carried Interest as ordinary incomdJd. federal income tax purposes, rather
than in accordance with the character of incoméveérby the underlying fund, which is in many casepital gain, starting with our 2008
taxable year.

In December 2009, the U.S. House of Representapiaesed substantially similar legislation. Suclislagion would tax Carried Interest as
ordinary income starting this taxable year. Howeueder a transition rule, the portion of suchdéaion treating Carried Interest as non-
qualifying income under the tax rules applicablpublicly traded partnerships would not apply uatir first taxable year beginning ten years
after the date of the enactment of the legislation.

In May 2010, the U.S. House of Representativesgaiassnilar legislation that would generally taxeaf2010, income and gains, including
gain on sale, attributable to an interest in ar&tment services partnership interest, or “ISF'ineome subject to a new blended tax rate that is
higher than the capital gains rate applicable thsncome under current law, except to the extar&®I is considered to be qualified capital
interest under the legislation. The interests wld hoentities that are entitled to receive Carrierest would likely be classified as ISPIs for
purposes of this legislation. The legislation pd®s that, for taxable years beginning ten yeaes #ie date of enactment, income derived with
respect of an ISPI that is not a qualified capittdrest and that is treated as ordinary incomeuptids legislation will not be qualifying income
under the tax rules applicable to publicly tradadmperships. Therefore, if this or similar legiglatis passed, we generally would be required to
hold interests in entities earning income from @akrinterest through taxable subsidiary corporatifaiowing such ten-year period.

The Obama administration has indicated it supgbesadoption of the May 2010 legislation or legisla that similarly changes the
treatment of Carried Interest for U.S. federal meatax purposes. In its published revenue propdsalsoth 2010 and 2011, the Obama
administration proposed that the current law regarthe treatment of Carried Interest be changesibject such income to ordinary income
In June 2010, the U.S. Senate considered but digass legislation that is generally similar to ldwgislation passed by the U.S. House of
Representatives in May 2010. In September 2018 pitgviously considered legislation was reintrodlicethe U.S. Senate. It is unclear when or
whether the U.S. Senate will act on such legistatipif enacted, what provision will be includedany final legislation.

If we were taxed as a corporation or were forceldid interests in entities earning income fromr@ar Interest through taxable subsidiary
corporations, our effective tax rate could incresigaificantly. The federal
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statutory rate for corporations is currently 35%g #éhe state and local tax rates, net of the féderzefit, aggregate approximately 10%. If a
variation of the above described legislation or ather change in the tax laws, rules, regulatiariaterpretations preclude us from qualifying
treatment as a partnership for U.S. federal inctarg@urposes under the publicly traded partnemligs or force us to hold interests in entities
earning income from Carried Interest through tagahibsidiary corporations, this could materiallgréase our tax liability, and could well result
in a reduction in the market price of our commoitaun

It is not possible at this time to meaningfully qtify the potential impact on Blackstone of thidgutial future legislation or any similar
legislation. Multiple versions of legislation inisharea have been proposed over the last few jea@irsave included significantly different
provisions regarding effective dates and the treatrof invested capital, tiered entities and ctossder operations, among other matters.
Depending upon what version of the legislatiomny, were enacted, the potential impact on a pwoliopany such as Blackstone in a given"
could differ dramatically and could be material alidition, these legislative proposals would nettkelves impose a tax on a publicly traded
partnership such as Blackstone. Rather, they dout@ Blackstone and other publicly traded parti@sto restructure their operations so as to
prevent disqualifying income from reaching the pelpltraded partnership in amounts that would d#ify the partnership from treatment as a
partnership for U.S. federal income tax purposesh& restructuring could result in more incomengeiarned in corporate subsidiaries, thereby
increasing corporate income tax liability indirgdbiorne by the publicly traded partnership. Theirebf any such restructuring would depent
the precise provisions of the legislation that whisnately enacted, as well as the particular factd circumstances of Blackstone’s operations
extant at the time any such legislation were te tifitect, making the task of predicting the amafradditional tax highly speculative.

Economic Net Income

Blackstone uses Economic Net Income, or “EMIS,a key measure of value creation and as a bemkluhiégs performance. ENI represe
segment net income excluding the impact of incoameg and initial public offering (“IPO”) and acqftisn-related items, including charges
associated with equity-based compensation, thet@ation of intangibles and corporate actions idahg acquisitions. For segment reporting
purposes, revenues and expenses are presentdibsis éhat deconsolidates the investment funds amage. Total Segment ENI equals the
aggregate of ENI for all segments. ENI is used lapagement primarily in making resource deploymedt@mpensation decisions across
Blackstone’s four segments. (See Note 17. “SegfRepbrting” in the “Notes to the Condensed Constd#iddinancial Statements” in Part I.
Item 1. Financial Statements.)

Distributable Earnings

Distributable Earnings, which is derived from oagment reported results, is a supplemental meds@ssess performance and amounts
available for distributions to Blackstone unithalslancluding Blackstone personnel and others whdimited partners of the Blackstone
Holdings partnerships. Distributable Earnings, whga noncAAP measure, is intended to show the amount ofgadized earnings without tl
effects of the consolidation of the Blackstone Furdistributable Earnings is derived from, but equivalent to, its most directly comparable
GAAP measure of Income (Loss) Before ProvisionTrakes. See “— Liquidity and Capital Resources —uidity and Capital Resources”
below for our detailed discussion of DistributaBl@rnings.

Distributable Earnings, which is a component of iimmic Net Income, is the sum across all Total Segsef: (a) Total Management and
Advisory Fees, (b) Interest and Dividend RevenagQther Revenue, (d) Realized Performance Feeébmechtions, and (e) Realized
Investment Income (Loss); less (a) Base Compemsgtip Realized Performance Fee Related Compens#tipOther Operating Expenses and
(d) Cash Taxes and Payables Under the Tax Recei¥ajsteement. Distributable Earnings is reconcite8lackstone’s Consolidated Statement
of Operations. It is Blackstone’s current intenttbat on an annual basis it will distribute to twiters all of its Distributable Earnings in excess
of amounts determined by its general partner to
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be necessary or appropriate to provide for the gondf its business, to make appropriate investsenits business and funds, to comply with
applicable law, any of its debt instruments or otiigreements, or to provide for future distribuida its unitholders for any ensuing quarter.

Net Fee Related Earnings from Operatiol

Blackstone uses Net Fee Related Earnings from @pesaas a key measure to highlight earnings frperations excluding: (a) the inco
related to performance fees and allocations ardeglperformance fee related compensation costsiqme earned from Blackstone’s
investments in the Blackstone Funds, and (c) redland unrealized gains (losses) from other investsnexcept for such gains (losses) from
Blackstone’s Treasury cash management strategiasalyement uses Net Fee Related Earnings from @perais a measure to assess whether
recurring revenue from our businesses is suffideridequately cover all of our operating expesesgenerate profits. Net Fee Related
Earnings from Operations equals contractual feemegs, investment income from Blackstone’s Treasaspy management strategies and
interest income, less (a) compensation expensdshitiudes amortization of non-IPO and non-acitjois-related equity-based awards, but
excludes amortization of IPO and acquisition-ralaquity-based awards, Carried Interest and ineerfitie compensation), (b) other operating
expenses and (c) cash taxes due on earnings freratams as calculated using a similar methodobkxggpplied in calculating the current tax
provision (benefit) for The Blackstone Group L.ReS— Liquidity and Capital Resources — LiquiditydaCapital Resources” below for a
detailed discussion of Net Fee Related Earnings f@perations.

Operating Metrics

The alternative asset management business is aeolsiness that is primarily based on managiirg tharty 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 useduskey operating metrics to assess and monitoperating performance of our various
alternative asset management businesses in ordesrittor the effectiveness of our value creatimgtsgies.

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

(@) the fair value of the investments held by canrg funds plus the capital that we are entitleddlh from investors in those funds
pursuant to the terms of their capital commitméatthose funds (plus the fair value of co-investtaeranged by us that were made
by limited partners of our funds in portfolio conmi@s of such funds and on which we receive fees®@arried Interest allocatior

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

(c) the fair value of assets we manage pursuant toaebamanaged accounts; 8

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

Our carry funds are commitment-based drawdown &tred funds that do not permit investors to red#eair interests at their election.
Interests related to our funds of hedge funds @mtin of our credit-oriented funds are generaligject to annual, semi-annual or quarterly
withdrawal or redemption by investors upon advamd#éen notice, with the majority of our funds redong from 60 days up to 95 days’ notice,

depending on the fund and the liquidity profiletioé underlying assets. Investment advisory agretametated 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 / or incentive fees. Our Fee-Eakssgts Under Management generally equal the sum of
(a) for our Blackstone Capital Partners (“BCP”) @8idckstone Real Estate Partners (“BRERMds where the investment period has
expired, the amount of capital commitmel
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(b) for our BCP and BREP funds where the investmeribgdras expired, the remaining amount of investgultal;
(c) for our real estate debt investment funds, the neimg amount 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 omd&iin portfolio companies of such
funds and on which we receive fe

(f) 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 taaghamanaged accoun

(h) the gross amount of underlying assets of our CLi@®st; and

(i) the gross amount of assets (including leverageddiorcredit oriented clos-end mutual fund

Our calculations of assets under management aredieegng assets under management may differ frencdlculations of other asset
managers, and as a result this measure may natnipgacable to similar measures presented by otlset amnagers. In addition, our calculation
of assets under management includes commitmerasdathe fair value of, invested capital in ourdsrirom Blackstone and our personnel,
regardless of whether such commitments or invesapital are subject to fees. Our definitions okéssinder management or fee-earning assets
under management are not based on any definitiass#ts under management or fee-earning assetsrmadagement that is set forth in the
agreements governing the investment funds that amage.

For our carry funds, total assets under managemelntes the fair value of the investments heldemelas fee-earning assets under
management includes the amount of capital commitsn@nthe remaining amount of invested capitalost,cdepending on whether the
investment period has or has not expired. As sfiegghearning assets under management may be gtieatetotal assets under management wher
the aggregate fair value of the remaining investsienless than the cost of those investments.

Limited Partner Capital Investetlimited Partner Capital Invested represents thewarnof Limited Partner capital commitments which
were invested by our carry funds during each pepi@$ented, plus the capital invested through gestments arranged by us that were made by
limited partners in investments of our carry futswhich we receive fees or a Carried Interestation.

We manage our business using traditional finamomdsures and our key operating metrics since wevieethat these metrics measure the
productivity of our investment activities.
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Consolidated Results of Operations

Following is a discussion of our consolidated ressaf operations for the three and nine months eé®@tptember 30, 2010 and 2009. For a
more detailed discussion of the factors that adfét¢he results of our four business segments (wdmelpresented on a basis that deconsolidates

the investment funds we manage) in these perieds;-s- Segment Analysis” below.

The following table sets forth information regamgliour consolidated results of operations and aekey operating metrics for the three

and nine months ended September 30, 2010 and 2009.

Three Months Ended

Nine Months Ended

September 30, 2010 vs. 200! September 30, 2010 vs. 200!
2010 2009 $ % 2010 2009 $ %
(Dollars in Thousands)
Revenues
Management and Advisory Fe  $362,52: $ 367,60 $ (5,089 -1% $1,123,40. $1,049,600 $ 73,79 7%
Performance Fees and Allocatic
Realized 66,14: (3,4572) 69,59¢ N/M 171,94: 2,004 169,93° N/M
Unrealized 199,82 157,46! 42,35¢ 2% 312,30 8,93 303,37: N/M
Total Performance
Fees and
Allocations 265,96t 154,01: 111,95: 73% 484,24! 10,93¢ 473,30¢ N/M
Investment Income (Los:
Realized 13,54: 6,27¢ 7,26: 11€% 29,49: 7,55¢€ 21,937 N/M
Unrealized 127,42¢ 58,53( 68,89¢ 118% 371,69: (36,149 407,84 N/M
Total Investment
Income (Loss 140,97( 64,80¢ 76,16 118% 401,18« (28,599 429,777 N/M
Interest and Dividend Reven 10,07t 6,70 3,37 50% 25,92; 11,124 14,79¢ 132%
Other 4,46¢ 3,89¢ 57t 15% 572 5,28( (4,707 -89%
Total Revenues 784,00( 597,02: 186,97 31% 2,035,32 1,048,35. 986,97: 94%
Expenses
Compensation and Benef
Base Compensatic 664,00: 923,27: (259,26 -28%  2,556,66! 2,805,56' (248,90 -9%
Performance Fee Relat
Realized 24,96: (712) 25,67¢ N/M 55,58: 1,01« 54,56¢ N/M
Unrealized 104,32: 58,06¢ 46,25¢ 80% 158,03: (75,855 233,880 N/M
Total
Compensatio
and Benefite ~ 793,29( 980,62¢ (187,339 -19%  2,770,27! 2,730,721 39,55 1%
General, Administrative and Oth  114,29: 110,64: 3,65( 3% 341,85: 328,51° 13,33¢ 4%
Interest Expens 11,76¢ 5,25¢ 6,50¢ 124% 26,63: 6,744 19,88¢ N/M
Fund Expense 6,42 1,261 5158 N/M 15,48 5,871 9,61 164%
Total Expenses 925,76¢ 1,097,79. (172,024 -16%  3,154,24! 3,071,85! 82,39 3%
Other Income
Net Gains from Fund Investment
Activities 285,07: 73,81: 211,25¢ N/M 397,62! 97,35 300,27 N/M
Income (Loss) Before Provisior
(Benefit) for Taxes 143,30: (426,959 570,26: N/M (721,29) (1,926,15) 1,204,85! 63%
Provision (Benefit) for Taxes (4,225 52,55 (56,77¢ N/M 24,80z 81,167 (56,36°) -69%
Net Income (LosSs) 147,52 (479,51() 627,03° N/M (746,099 (2,007,31) 1,261,22 63%
Net Income Attributable to
Redeemable Non-Controlling
Interests in Consolidated Entities 23,62 50,28: (26,65¢) -53% 47,17 90,51¢ (43,349 -48%
Net Income (Loss) Attributable to
Non- Controlling Interests in
Consolidated Entities 242,72: 3,622 239,10 N/M 320,81t (33,45() 354,26f N/M
Net Income (Loss) Attributable to
Non- Controlling Interests in
Blackstone Holdings (74,46)) (357,23() 282,76¢ 79% (755,03) (1,492,34) 737,31 49%
Net Income (Loss) Attributable
to The Blackstone Group L.P. $(44,35¢) $ (176,18) $ 131,82! 75% $(359,05) $ (572,04) $ 212,98t 37%

N/M = not meaningful
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Revenues

Total Revenues were $784.0 million for the threenthe ended September 30, 2010, an increase ofGt8llion compared to Total
Revenues for the three months ended Septembef89,d $597.0 million. The increase in revenues prawarily attributable to an increase of
$112.0 million in Performance Fees and Allocatiand an increase of $76.2 million in Investment megLoss). The increase in Performance
Fees and Allocations was driven by improved perforoe in our Real Estate and Credit and Marketaligrmatives segments’ investments. The
increase in Performance Fees and Allocations byReal Estate segment was driven by improved pedoom of our real estate carry funds as
operating performance, projected cash flows andreuitiples improved across the segment’s investmédur real estate carry funds had a net
internal rate of return of 16.9% in the third gearf 2010 compared to (2.0)% in the third quanfe2009. The increase in Performance Fees anc
Allocations by our Credit and Marketable Alternasvsegment was primarily attributable to improvetdmns in the segment’s credit-oriented
funds and an increase in the amount of Fee-Eadsgts Under Management which are earning Incefies in our funds of hedge funds
business. The increase in Performance Fees andafibos was partially offset by a decrease in agival®e Equity segment. The improvement in
Investment Income (Loss) was driven by increasdlarunderlying portfolio investments in our Prev&quity and Real Estate segments. The
Realized Performance Fees and Allocations of $66llion were primarily attributable to the Privagguity, Real Estate and Credit and
Marketable Alternatives segments with $44.8 milli$6.0 million and $16.2 million, respectively.

Total Revenues were $2.0 billion for the nine mesrghded September 30, 2010, an increase of $98lfidhncompared to Total Revenues
for the nine months ended September 30, 2009 6fldillion. The increase in revenues was primarityifautable to an increase of $473.3 milli
in Performance Fees and Allocations, an increa$d29.8 million in Investment Income (Loss) andrarease of $73.8 million in Management
and Advisory Fees. The increase in Performance &meg#\llocations was primarily driven by improveerfprmance of our real estate carry
funds in our Real Estate segment and our credihted funds and funds of hedge funds in our CeetditMarketable Alternatives segment.
Investment Income (Loss) improved primarily dueatuation increases in the underlying portfolioéstments in our Real Estate and Private
Equity segments. The increase in Management anis@igvFees was primarily due to increases in Adyiseees from our fund placement
business which is included in our Financial Advissegment, increases in Base Management Fees {Dredit and Marketable Alternatives
segment driven by higher Fee-Earning Assets Undardgement from positive inflows in our funds of fedunds business and an increase in
Transaction Fees in our Private Equity segmenedrlyy a one-time fee related to the exit of onewfBCP investments.

Expenses

Expenses were $925.8 million for the three montited September 30, 2010, a decrease of $172.@mitr 16%, compared to
$1.1 billion for the three months ended SeptembBe2809. The decrease was primarily attributable decrease in Compensation and Benefits
to $793.3 million from $980.6 million in 2009. Ba€@mpensation was $664.0 million for the currerdrya decrease of $259.3 million which
was partially offset by an increase in Performafee Related Compensation of $71.9 million to $128ilBon for the current year. Additionall
equity-based compensation decreased $280.9 mdlierto the absence of expense related to certainraquity-based compensation awards
that vested at the end of the second quarter d¥.2B&neral, Administrative and Other expenses W&iel.3 million for the current year, an
increase of $3.7 million driven by an increaseosts related to our fund-raising efforts in ouvBie Equity segment and the launching of new
products in our Credit and Marketable Alternatigegment. Our expenses are primarily driven by teg€business activity, revenue growth and
headcount.

Expenses were $3.2 billion for the nine months drfsieptember 30, 2010, an increase of $82.4 milboi3%, compared to $3.1 billion for
the nine months ended September 30, 2009. Theaisemas primarily attributable to an increase & &3nillion in Compensation and Benefits
driven by an increase in Performance Fee Relatep€asation due to improved performance in our Eetdte segment and our credit oriented
funds and funds of hedge funds in our Credit andkigtable Alternatives segment. Base Compensatian wa
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$2.6 billion, a decrease of $248.9 million from fivéor year period. This decrease is attributabla tiecrease of $314.6 million in equity-based
compensation as a result of the absence of expelaed to certain of our equity-based compensativards that vested at the end of the seconc
quarter of 2010. General Administrative and Otheremses were $341.9 million for the current yearnarease of $13.3 million driven by the
same factors as for the quarterly period noted ebov

Other Income

Other Income was $285.1 million for the three merghded September 30, 2010, an increase of $21illichncompared to $73.8 million
for the three months ended September 30, 2009cfhitwege was principally due to positive performamiceur consolidated CDO and CLO
vehicles for the three months ended September(B@.2

Other Income was $397.6 million for the nine morghded September 30, 2010, an increase of $300i8mtompared to $97.4 million
for the nine months ended September 30, 2009. aege was principally driven by an increase in ine@enerated by our Private Equity and
Real Estate consolidated side-by-side entitiescamaonsolidated CDO and CLO vehicles.

Operating Metrics

The following table presents certain operating igtior the three and nine months ended Septenthe2(8.0 and 2009. For a description
of how Assets Under Management and Fee-Earningté\&seler Management are determined, please seeéy-Fihancial Measures and
Indicators — Operating Metrics — Assets Under Mamagnt and Fee-Earning Assets Under Management.”

Three Months Ended Nine Months Ended
September 30, 2010 vs. 200¢ September 30, 2010 vs. 200!
2010 2009 $ % 2010 2009 $ %

(Dollars in Thousands)
Fee-Earning Assets Under
Managemen
Balance, Beginning of Peric $101,419,98 $93,505,40. $ 7,914,57 8% $ 96,096,99 $91,041,05 $ 5,055,94! 6%
Inflows, including

Commitments (a 3,359,971 2,060,30! 1,299,66! 63% 12,143,12 5,950,08! 6,193,03' 104%
Outflows, including

Distributions (b) (2,285,51) (1,381,89) (903,619 -65%  (5,216,75) (4,906,04) (310,700  -6%
Market Appreciation

(Depreciation) (c 1,798,73! 2,140,81 (342,079 -16% 1,269,80! 4,239,52! (2,969,72) -70%

Balance, End of Period (i $104,293,18 $96,324,63 $ 7,968,55. 8% $104,293,18 $96,324,63 $ 7,968,55. _ 8%
Assets Under Management, End ¢
Period (d) $119,115,24 $97,554,38 $21,560,86. 22% $119,11524 $97,554,38 $21,560,86 _ 22%
Capital Deployet
Limited Partner Capital
Invested $ 2060100 § 231,42 § 182868 NM $ 440764 $ 155409 §$ 2,853,551 184%

(a) Inflows represent contributions in our hedgedsiand closed-end mutual funds, increases inablaitapital for our carry funds (capital
raises, recallable capital and increased side-thy-sdmmitments) and CDOs and CLOs and increagbe icapital we manage pursuant to
separately managed account progre

(b) Outflows represent redemptions in our hedgel$usnd closed-end mutual funds, client withdradrals our separately managed account
programs, decreases in available capital for oydands (expired capital, expense drawdowns awtehsed side-by-side commitments)
and realizations from the disposition of assetsinycarry funds. Also included is the distributioifunds associated with the
discontinuation of our proprietary single managedde funds

(c) Market appreciation (depreciation) includedireal and unrealized gains (losses) on portfoliegiments and the impact of foreign
exchange rate fluctuations. The periods ended 8dye30, 2010 include an adjustment of $(533.9)anifrom our credit oriented
businesses due to revised calculation methodolc

(d) Fee-Earning Assets Under Management and Aksetsr Management as of September 30, 2010 incl6@@.8 million from a joint venture
in which we are the minority interest hold

62



Table of Contents

Fee-Earning Assets Under Management

Fee-Earning Assets Under Management were $104i@bdlt September 30, 2010, an increase of $8lidjlor 8%, compared with
$96.3 billion at September 30, 2009. The $8.0dgillincrease was attributed to an $8.2 billion iaseein our Credit and Marketable Alternatives
segment driven primarily by net inflows of $5.9libih which included the acquisition on April 1, 2Daf $3.5 billion of collateralized debt
obligations and CDO and CLO vehicles and $2.3dsillof market appreciation primarily driven by ounéls of hedge funds business.

Assets Under Management

Assets Under Management were $119.1 billion ateSepéer 30, 2010, an increase of $21.6 billion, &22ompared with $97.6 billion at
September 30, 2009. The $21.6 billion increaseati@buted in part to a $10.0 billion increase ur €redit and Marketable Alternatives
segment driven by market appreciation of $3.7dillprimarily in our funds of hedge funds and crediented funds and the acquisition on
April 1, 2010 of $3.5 hillion of collateralized debbligations and CDO and CLO vehicles. A $4.9idillincrease in our Private Equity segment
was driven by market appreciation of $6.3 billiordanet outflows of $1.4 billion, while a $6.7 hdii increase in our Real Estate segment was
driven by market appreciation of $5.5 billion aret mflows of $1.2 billion.

Limited Partner Capital Invested

Limited Partner Capital Invested was $2.1 billion the three months ended September 30, 2010 cessise of $1.8 billion, compared to
$231.4 million for the three months ended SepterB0eR009. Limited Partner Capital Invested wag $dllion for the nine months ended
September 30, 2010, an increase of $2.9 billior,84%, compared to $1.6 billion for the nine morghded September 30, 2009. The change
reflected an increase in the size and volume o$womated transactions compared to the prior year.

Segment Analysis

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

For segment reporting purposes, revenues and expans presented on a basis that deconsolidates/gsment funds we manage. As a
result, segment revenues are greater than thoserptegl on a consolidated GAAP basis because fundgeaent fees recognized in certain
segments are received from the Blackstone Fundeglanthated in consolidation when presented onresobidated GAAP basis. Furthermore,
segment expenses are lower than related amoursisnteel on a consolidated GAAP basis due to theigiel of fund expenses that are paid by
Limited Partners and the elimination of non-coringl interests.
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Private Equity
The following table presents our results of operaifor our Private Equity segment:

Three Months Ended Nine Months Ended
September 30, 2010 vs. 200! September 30, 2010 vs. 200¢
2010 2009 $ % 2010 2009 $ %

(Dollars in Thousands)
Segment Revenut
Management Fee

Base Management Fe $ 66,077 $67,00¢ $ (932 -1% $198,30¢ $203,18( $ (4,87¢) -2%
Transaction and Other Fees, | 13,34¢ 18,36¢ (5,020 -27% 61,68’ 43,841 17,84¢ 41%
Management Fee Offse (92) — (91) N/M (92) — (91) N/M
Total Management Fel 79,33¢ 85,37 (6,049 -7%  259,90( 247,02: 12,87¢ 5%
Performance Fees and Allocatic
Realized 44,81 — 44,81¢ N/M 92,09 — 92,09 N/M
Unrealized 45,49¢ 110,86° (65,36%) -59% 67,02¢ 212,87( (145,84 -69%
Total Performance Fees and
Allocations 90,31 110,86° (20,559 -19% 159,12 212,87( (563,749 -25%
Investment Incom
Realized 9,94( 8,794 1,14¢ 13% 12,58¢ 8,552 4,03¢ 47%
Unrealized 30,49: 18,64( 11,85 64%  132,45( 20,59 111,857 N/M
Total Investment Incom 40,43 27,43¢ 12,99° 47% 145,03t 29,14¢ 115,89 N/M
Interest and Dividend Reven 3,80z 2,55:% 1,24¢ 49% 9,95¢ 3,22t 6,73:  N/M
Other 1,061 677 384 57% 1,621 1,32¢ 292 22%
Total Revenue 214,94: 226,90¢ (11,969) -5%  575,63¢ 493,59( 82,04¢ 17%
Expense!
Compensation and Benef
Base Compensatic 47,55 42,011 5,541 13%  141,07: 119,52¢ 21,54¢ 18%
Performance Fee Relat
Realized 10,78: 13t 10,64¢ N/M 16,91¢ 12¢€ 16,79C N/M
Unrealized 18,30¢ 27,75¢ (9,449 -34% 14,354 (612) 14,96¢ N/M
Total Compensation and Benel 76,64 69,901 6,74( 10% 172,34« 119,04( 53,30¢ 45%
Other Operating Expens 26,35¢ 21,31¢ 5,041 24% 79,46% 61,97¢ 17,48¢ 28%
Total Expense 103,00( 91,21¢ 11,78 13%  251,81: 181,01¢ 70,792 3%
Economic Net Incom $111,94: $135,68¢ $(23,74%) -18% $323,82° $312,570 $ 11,25¢ 4%
Revenues

Revenues were $214.9 million for the three montided September 30, 2010, a decrease of $12.0 mitmpared to $226.9 million for
the three months ended September 30, 2009. Theasecin revenues was primarily attributed to aadsm of $20.6 million in Performance F
and Allocations and a decrease of $6.0 million aal Management Fees which was partially offseaibyncrease of $13.0 million in Investmq
Income.

Performance Fees and Allocations, which are deterdhon a fund by fund basis, were $90.3 milliontfa three months ended
September 30, 2010, a decrease of $20.6 milliompeoed to $110.9 million for the three months enSedtember 30, 2009, principally driven
by BCP 1V, which generated gross returns of 8.2%ttHe
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three months ended September 30, 2010 compareldi®for the three months ended September 30, 2008stment Income was

$40.4 million, an increase of $13.0 million, comg@to $27.4 million for the three months ended &mpier 30, 2009, principally driven by
BCP V, which generated a gross return of 4.8%lferthree months ended September 30, 2010 compale8% for the three months ended
September 30, 2009. Overall, our contributed BGRI$Lthad a net internal rate of return of 5.1% lierquarter, compared to 3.9% in the third
quarter of 2009. The positive performance of oivgie equity funds was driven by appreciation of privately held portfolio investments,
increases in share prices of our publicly heldfpbd investments (driven primarily by TRW Autome#) and foreign exchange gains. The fair
value appreciation in our private portfolio for therrent quarter was primarily due to continuedriowement in operating performance driven by
companies across various sectors, especially ladigpitAt a fund level, the appreciation in fairlua of our private portfolio resulted in BCP V
generating $25.2 million in Investment Income wIBIEP 1V had $79.4 million and $7.9 million in Pemfeance Fees and Allocations and
Investment Income (Loss), respectively, and BCOM $&0.9 million in Performance Fees and Allocatiand $2.0 million in Investment
Income (Loss). At September 30, 2010, the unredNzdue and cumulative realized proceeds, beforedthinterest, fees and expenses, of our
contributed private equity funds represented Ings investors’ original investments; excluding fsimehich are still in their Investment Period,
the historical returns were 2.2 times investorgjioal investments.

The Realized Performance Fees and Allocationshiothree months ended September 30, 2010, wasrpyimtributed to distributions
from certain of our investments in the leisure artlistrial industries. Realized Investment Inconas\$9.9 million for the three months ended
September 30, 2010, an increase of $1.1 millionpared to $8.8 million for the three months endept&aber 30, 2009.

Total Management Fees were $79.3 million for thegtmonths ended September 30, 2010, a decre&sedahillion compared to
$85.4 million for the three months ended SepterdBe2009. Transaction Fees decreased $5.0 mibi&i8.3 million. Base Management Fees
remained relatively unchanged at $66.1 million.

Revenues were $575.6 million for the nine montrdednSeptember 30, 2010, an increase of $82.0 mitkianpared to $493.6 million for
the nine months ended September 30, 2009. Theaisemwas primarily due to an increase of $115.9aniih Investment Income, partially offs
by a reduction in Performance Fees and Allocatair53.7 million. The increase in Investment Incowes due to the overall increase in the
unrealized value for our BCP funds, which resuited net internal rate of return of 23.8% for tlieenmonths ended September 30, 2010
compared to 2.4% for the nine months ended Septedih009. BCP IV contributed $229.1 million (reternal rate of return of 23%) for nine
months ended September 30, 2009 of Performanceafeleallocations compared to $160.4 million (neéemal rate of return of 16%) in the
nine months ended September 30, 2010. Additionaliyal Management Fees rose $12.9 million frompttier year to $259.9 million in the nir
months ended September 30, 2010, primarily duectoeatime fee earned in the first quarter relatethé initial public offering of one of our
fund investments.

The Realized Performance Fees and Allocationshimnine months ended September 30, 2010 of $92idmmias primarily attributable
to the secondary offering of TRW Automotive, oneoaf publicly traded portfolio investments, andtdimitions from certain of our investments
in the leisure and healthcare industries. Realimedstment Income was $12.6 million for the ninentihs ended September 30, 2010, an inci
of $4.0 million compared to $8.6 million for thenei months ended September 30, 2009.

Expenses

Expenses were $103.0 million for the three montided September 30, 2010, an increase of $11.8&mikiompared to $91.2 million for
the three months ended September 30, 2009. Th8 #1illion increase was primarily attributed to a%hillion increase in Base Compensation,
a $5.0 million increase in Other Operating Experms&ban increase of $1.2 million in Performance Rekated Compensation. Base
Compensation increased $5.5 million to $47.6 milliBerformance Fee Related Compensation incredsgdrllion to
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$29.1 million compared to the prior year periodh&@tOperating Expenses increased $5.0 million &4bghillion, principally due to an increase
in interest expense, professional fees and busd®sdopment expenses.

Expenses were $251.8 million for the nine montrdeenSeptember 30, 2010, an increase of $70.8 mitlonpared to $181.0 million for
the nine months ended September 30, 2009. The #70i@n increase was primarily attributed to a $&#&illion increase in Compensation and
Benefits and a $17.5 million increase in Other @fieg Expenses. Base Compensation increased $2lidrto $141.1 million as a portion of
compensation is directly related to the profitapibf this segment. Other Operating Expenses ise@&17.5 million to $79.5 million, driven
principally by an increase in interest expensefand raising costs.

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

Three Months Ended Nine Months Ended
September 30, 2010 vs. 200¢ September 30, 2010 vs. 200¢
2010 2009 $ % 2010 2009 $ %
(Dollars in Thousands)

Fee-Earning Assets Under
Managemen

Balance, Beginning of

Period $25,190,19 $25,244,05 $ (53,859 -0% $24,521,39. $25,509,16 $ (987,769 -4%
Inflows, including

Commitments 95,25: 1,93¢ 93,311 N/M 961,60: 78,61« 882,98t N/M
Outflows, including

Distributions (996,43() (61,829 (934,60) N/M (1,176,88) (71,57)  (1,105,31) N/M
Market Appreciation

(Depreciation; 22,42¢ — 22,42¢  N/M 5,33t (332,04)) 337,37t  N/M
Balance, End of Period ( $24,311,44 $25,184,16 $ (872,71) -3% $24,311,44 $25,184,16 $ (872,719 -3%

Assets Under Management
(End of Period) (a $29,202,95 $24,308,87 $4,894,07. 20% $29,202,95 $24,308,87 $4,894,07. 20%
Capital Deployet
Limited Partner Capital
Invested $ 678,88. $ 109,08: $ 569,80( N/M $ 1,536,59: $ 643,49: $ 893,10: 13%

(@) Fee-Earning Assets Under Management and Aslsetsr Management as of September 30, 2010 incl6@@.8 million from a joint
venture in Korea in which we are the minority ietgrholder

Fee-Earning Assets Under Management

Fee-Earning Assets Under Management were $24i8rbdk September 30, 2010, a decrease of $872libmibr 3%, compared with
$25.2 billion at September 30, 2009. Inflows of $@illion were driven by capital raised for BCMRyr clean technology fund. Outflows of
$996.4 million were driven by the termination of mgement fees in our BCP IIl fund. Market appréaiaof $22.4 million in the third quarter
of 2010 was due to the foreign exchange impactwraint venture fund in Korea. For the nine monghsled September 30, 2009, market
depreciation of $332.0 million represented certggets in our BCP IV and BCOM funds that were \ékiezero and for which we are no longer
entitled to charge a management fee. Despite \@glhiese assets at zero (reduced from their previonsnal carrying value), our BCP funds
achieved net returns of 2.4% for the nine monttgedrSeptember 30, 2009.
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Assets Under Management

Assets Under Management were $29.2 billion at Selpée 30, 2010, an increase of $4.9 billion, or 28&mpared with $24.3 billion at
September 30, 2009. The increase was primarilyt@uet appreciation of $6.3 billion in the fair ualof our portfolio investments and inflows
$746.7 million, partially offset by realizations $2.1 billion.

Limited Partner Capital Invested

Limited Partner Capital Invested was $678.9 millfonthe three months ended September 30, 201@capase of $569.8 million,
compared to $109.1 million for the three monthseeh8eptember 30, 2009. Limited Partner Capitaldtestwas $1.5 billion for the nine mon
ended September 30, 2010, an increase of $893ibmibr 139%, compared to $643.5 million for theexmonths ended September 30, 2009.
The increases were primarily attributable to amease in the number of new transactions, primariksia, as the 2009 periods included
primarily add-on investments.

Fund Returns

Fund returns information for our significant fundsncluded throughout this discussion and analgsfacilitate 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
financial performance of The Blackstone Group lafd is also not necessarily indicative of the fatoerformance 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.

The following table presents the Net Internal RatieReturn of our significant BCP funds:

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

Three Months Ended Nine Months Ended September 30, 201!
September 30, September 30, Inception to Date
Fund 2010 2009 2010 2009 Total Realized (b
BCP IV 8% 9% 16% 23% 3% 60%
BCP V 4% 1% 30% -4% -1% 17%

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

(@) Net total change in carrying value (realized anckalized) is after management fees, expenses amigg€Cterest allocation:
(b) Includes partially realized investments. Inwestts are considered partially realized when redlroceeds, excluding current income
(dividends, interest, etc.), are a material portbmvested capita

The net internal rate of return for BCP |V for tipearter ended September 30, 2010 was relativeljamged compared to the returns in the
same quarter last year. The net internal ratetafmdor BCP V for the quarter ended Septembe2BA0 was higher compared to the positive
returns in the same quarter last year due to coedinmprovement in operating performance of itsgig investments driven by companies in
various sectors, especially hospitality.
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The following table presents the investment readrthe private equity funds from inception througgptember 30, 2010 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) (e IRR (€) MOIC (d)
(Dollars in Millions) (Dollars in Millions)
BCP | (Oct 1987 / Oct 199! $ 67¢ $ 1,742 19% 2€ $ 67¢ $ 1,74 19% 2.6
BCP Il (Oct 1993 / Aug 1997 1,292 3,25¢ 32% 2.5 1,201 3,12¢ 37% 2.6
BCP Il (Aug 1997 / Nov 2002 4,02¢ 7,96 13% 2.C 3,40z 6,93¢ 18% 2.0
BCOM (June 2000 / Jun 200 2,132 2,90z 8% 1.4 1,21¢ 2,14¢ 24% 1.8
BCP IV (Nov 2002 / Dec 200¢ 7,22 17,82 3% 2.5 4,70C 14,58¢ 60% 3.1

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

(@) Investments are considered partially realizeémrealized proceeds, excluding current incomadends, interest, etc.), are a material

portion of invested capite
(b) Carrying value includes realized proceeds and lizezbfair value.
(c) The internal rate of return (“IRR”) represetite annualized inception to date IRR on total iteg@sapital based on realized proceeds and

unrealized value. Net IRR is after management fegsenses and Carried Intere
(d) Multiple of Invested Capital (“MOIC”) representarrying value, before management fees, expemsb€arried Interest, divided by total

invested capital
(e) The Realized / Partially Realized Carrying Valueliiles remaining unrealized value of $2.5 billi

The following table presents the investment readrthe private equity funds from inception througgptember 30, 2010 for funds with
open investment periods:

Funds in the Investment Perioc

Total Investments Realized / Partially Realized Investments (a
Total Total
Available Invested Carrying Net Invested 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 $ 3,29¢ $18,11: $18,67( -1% 1.C $ 1,751 $ 2,68¢ 17% 1.5

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

(@) Investments are considered partially realizeémrealized proceeds, excluding current incomédends, interest, etc.) are a material
portion of invested capite

(b) Available Capital represents total capital catnments adjusted for certain expenses and expiredoallable capital, less invested capital,
and includes $1.4 billion committed to deals butyet invested. The segment has $909.7 million wdifable Capital that has been
reserved for ac-on investments in funds that are fully invest

(c) Carrying value includes realized proceeds and lizezbfair value,

(d) IRR represents the annualized inception to tRieon total invested capital based on realized@eds and unrealized value. Net IRR is
after management fees, expenses and Carried It

(e) MOIC represents carrying value, before managene=y, fexpenses and Carried Interest, divided byimasted capital

()  The Realized / Partially Realized Carrying Valueliies remaining unrealized value of $1.2 billi

68



Table of Contents

The Private Equity segment has two contributed $umith closed investment periods, BCP IV and BC@d.of September 30, 2010, B!
IV was above its Carried Interest threshold (ilee, preferred return payable to its limited parsrigefore the general partner is eligible to receive
Carried Interest) and would still be above its (@arinterest threshold even if all remaining invesihts were deemed worthless. BCOM is
currently below its Carried Interest threshold bas generated inception-to-date positive returdsi@entitled to Carried Interest on those gains.

The following table presents the Carried Interéstius of our private equity funds in their investinperiod which are currently not
generating performance fees as of September 30; 201

Gain to Cross Carried
Interest
Threshold (a)

% Change
in Total
Enterprise
Available
Funds in the Investment Period Capital (b) Amount Value (c)
(Dollars in Millions)
BCP V (Dec 2005 / Dec 201 $ 3,29¢ $4,28¢ 10%

(@) The general partner of each fund is allocatedi€d Interest when the annualized returns, netariagement fees and expenses, exceed th
preferred return as dictated by the fund agreem@&his preferred return is calculated for each ahipartner individually. The Gain to
Cross Carried Interest Threshold represents threase in equity at the fund level (excluding odesby-side investments) that is required
for the general partner to begin accruing Carrigdrest, assuming the gain is earned pro-rata sithesund’s investments and is achieved
at the reporting datt

(b) Available Capital represents total capital catmments, adjusted for certain expenses and expiredcallable capital, less invested capital
(including sid-by-side investments

(c) Total Enterprise Value is the respective furats rata ownership of the privately held portfadimmpaniesEnterprise Value and the Equ
Value of the public portfolio companies based dnvalues at the reporting da:
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Real Estate

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

Three Months Ended

Nine Months Ended

September 30, 2010 vs. 200¢ September 30, 2010 vs. 200!
2010 2009 $ % 2010 2009 $ %
(Dollars in Thousands)
Segment Revenut
Management Fee
Base Management Fe $8323. $8340¢ $ (A7) -0% $249,20¢ $24512: $ 4,08 2%
Transaction and Other Fees, | 8,53¢ 3,34 5,191 155% 13,45¢ 9,36¢ 4,09: 44%
Management Fee Offse (407) (41%) 14 3% (1,000 (2,099 1,09/ 52%
Total Management Fe: 91,36¢ 86,34’ 5,02¢ 6% 261,66 252,39¢ 9,271 4%
Performance Fees and Allocatic
Realized 5,01( (11,447 16,451 N/M 27,27 (6,205 33,48. N/M
Unrealized 69,91( 23,60¢ 46,30z 19€%  102,41¢ (257,57) 359,98¢ N/M
Total Performance Fees and
Allocations 74,92( 12,167 62,757 N/M 129,69! (263,776  393,47. N/M
Investment Income (Los:
Realized 2,15¢ (3,079 5237 N/M 8,691 (33¢€) 9,027 N/M
Unrealized 83,96¢ 1,242 82,72¢ N/M 210,40: (125,405 335,80¢ N/M
Total Investment Income (Los 86,127 (1,83¢) 87,96 N/M 219,09: (125,74) 344,83 N/M
Interest and Dividend Reven 3,02¢ 2,03t 991 49% 7,922 2,61¢€ 5,306 N/M
Other 2,33( 1,45( 88(C 61% 64 3,18¢ (3,127) -98%
Total Revenue 257,77. 100,15 157,61¢ 157% 618,44 (131,319 749,76 N/M
Expense!
Compensation and Benef
Base Compensatic 43,21¢ 38,48¢ 4,73¢ 1200 127,89 113,69 14,20¢ 12%
Performance Fee Relat
Realized 1,80¢ (1,690 3,49¢ N/M 12,22¢ (94) 12,31¢ N/M
Unrealized 46,18 5,721 40,461 N/M 69,11¢ (115,227) 184,34 N/M
Total Compensation and Benel 91,20 42,51t 48,69: 115%  209,24( (1,628 210,86¢ N/M
Other Operating Expens 18,58¢ 13,437 5,141 38% 50,521 39,03( 11,49 29%
Total Expense 109,79: 55,957 53,83¢ 96% 259,76 37,40: 222,35¢  N/M
Economic Net Incom $147,98: $ 44,20¢ $103,77¢ N/M $358,68: $(168,72) $527,40: N/M
Revenues

Revenues were $257.8 million for the three montided September 30, 2010, a significant improveroe#157.6 million compared to
$100.2 million for the three months ended SepterB80e2009. The increase in revenues was attribeitabdn improvement of $88.0 million in
Investment Income (Loss), an improvement of $62il8am in Performance Fees and Allocations andraméase of $5.0 million in Total
Management Fees.

Investment Income (Loss) was $86.1 million for theee months ended September 30, 2010, an improvesh&88.0 million compared to
$(1.8) million for the three months ended Septen3®212009. Performance Fees and Allocations, whietdetermined on a fund by fund basis,
were $74.9 million for the
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three months ended September 30, 2010, an improwesh&62.8 million compared to $12.2 million fdwet prior year. These improvements
were driven by the improved performance of ourycéunds, which had a net internal rate of returd®®% for the third quarter of 2010
compared to a net internal rate of return of (2.@)%he third quarter of 2009. The improved perfaroe in the real estate carry funds was dr
primarily by the appreciation in fair value of dusldings in Hilton and EOP, and improved operafiegformance, projected cash flows and exit
multiples across our investments. BREP IV, BREBREP Europe Il and our real estate debt investrherds contributed to the improvement
in Performance Fees and Allocations for the threetirs ended September 30, 2010. The increase @stiment Income (Loss) was driven
primarily by BREP V and BREP VI. In the third querrbf 2009, our Performance Fees and Allocationg\generated primarily from our debt
strategy funds.

The Realized Performance Fees and Allocations awv&stment Income (Loss) improved to $5.0 million 2.2 million, respectively, for
the three months ended September 30, 2010 comfmeelbss of $11.4 million and $3.1 million, respeely in 2009.

Total Management Fees were $91.4 million for theghmonths ended September 30, 2010, an incre&e®million compared to
$86.3 million for the three months ended Septerd0eR009. Transaction and Other Fees were $8.fomikn increase of $5.2 million
compared to $3.3 million for the three months en8edtember 30, 2009, reflecting the continued emeen investment activity. Base
Management Fees were $83.2 million for the threathended September 30, 2010, relatively unchaogexbared to the prior year.

Revenues were $618.4 million for the nine montrdednSeptember 30, 2010, an increase of $749.8&mitbmpared to $(131.3) million
for the nine months ended September 30, 2009. Adrease of $393.5 million and $344.8 million infBenance Fees and Allocations and
Investment Income (Loss), respectively, was drivgnhe improved performance of our carry fundstipalarly related to our office and lodging
sector investments. Specifically, for the nine nherended September 30, 2010 the segment’s cardg fued a net internal rate of return of 51%
compared to (35)% during the nine months endede®dpér 30, 2009. Base Management Fees increased@doh, driven by an increase of
3% in Fee-Earning Assets Under Management frome®gper 30, 2009. Transaction and Other Fees, Neiradseased by $4.1 million.

Expenses

Expenses were $109.8 million for the three montited September 30, 2010, an increase of $53.8miliompared to $56.0 million for
the three months ended September 30, 2009. Theaisewas primarily attributed to a $44.0 millioarease in Performance Fee Related
Compensation, a result of positive Performance BadsAllocations revenue. Other Operating Expemsgeased $5.1 million to $18.6 million,
principally due to an increase in interest expearst professional fees. Base Compensation increfs&dnillion to $43.2 million.

Expenses were $259.8 million for the nine monttdeenSeptember 30, 2010, an increase of $222.4mjiliompared to $37.4 million for
the nine months ended September 30, 2009. Theaisemsas primarily attributed to a $196.7 millionrease in Performance Fee Related
Compensation. Performance Fee Related Compensati@ased $196.7 million, primarily as a resulttaf increase in Performance Fees and
Allocations revenue in the current year period cared to the reversal of prior period accrued pertorce fees in the prior year period. Base
Compensation increased $14.2 million as a portfa@ompensation is directly related to the profitiéypiof the segment. Other Operating
Expenses increased $11.5 million primarily duertdngrease in interest expense.
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Operating Metrics
The following operating metrics are used in the aggament of this business segment:

Three Months Ended Nine Months Ended
September 30, 2010 vs. 200! September 30, 2010 vs. 200!
2010 2009 $ % 2010 2009 $ %
(Dollars in Thousands)

Fee-Earning Assets Under

Managemen
Balance, Beginning of
Period $23,841,361 $23,525,18 $ 316,17! 1% $23,708,05 $22,970,43 $ 737,61! 3%
Inflows, including
Commitments 358,25: 189,20: 169,05( 89% 967,16: 937,85¢ 29,30¢ 3%
Outflows, including
Distributions (192,619 (192,789 174 0% (252,54)) (404,74, 152,20: 38%
Market Appreciation
(Depreciation] 338,16< 170,66: 167,50: 98% (77,51%) 188,70! (266,22() N/M
Balance, End of Peric $24,345,16  $23,692,25 $ 652,90« 3% $24,345,16 $23,692,25 $ 652,90 3%
Assets Under Management (Er
of Period) $27,129,82  $20,434,83  $6,694,99. 33% $27,129,82 $20,434,83 $6,694,99 33%

Capital Deployec
Limited Partner Capital
Invested $ 68895 $ 3499 $ 653,95¢ N/M $ 1,757,631 $ 502,80 $1,254,83. N/M

Fee-Earning Assets Under Management

Fee-Earning Assets Under Management were $24i8rbdk September 30, 2010, an increase of $652l@mior 3%, compared with
$23.7 billion at September 30, 2009. Current pemdidws of $358.3 million were primarily related tapital raised by our real estate debt
investment funds and additional co-investment eap@urrent period outflows were $192.6 millioninparily due to a full writedown of a
European hotel portfolio investment. Market appaéion in the current year period of $338.2 milliwas primarily due to the favorable foreign
exchange impact on commitments from our Europeansied real estate fund and net valuation incrdfasegrtain of our real estate debt
investment funds that charge management fees lomseét asset value. Prior year market appreciatii@170.7 million was primarily due to the
favorable foreign exchange impact on commitmertsfour European focused real estate fund.

Assets Under Management

At September 30, 2010, Assets Under Management $&%-. billion, an increase of $6.7 billion, or 33&6mpared with $20.4 billion at
September 30, 2009. The change was primarily duesttxet appreciation of $5.5 billion, continued duraising in our real estate debt funds and
additional co-investment capital.

Limited Partner Capital Invested

For the three months ended September 30, 2010tddrartner Capital Invested was $689.0 millioninanease of $654.0 million from
$35.0 million for the three months ended SeptendBeR009. Limited Partner Capital Invested was $lll®n for the nine months ended
September 30, 2010, an increase of $1.3 billiomf#502.8 million for the nine months ended SeptamPe 2009. These increases primarily
reflected increased investment activity by our BRERNd debt strategy funds.

Fund Returns

Fund return information for our significant fundsimcluded throughout this discussion and analgsfacilitate 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

72



Table of Contents

also not necessarily indicative of the future perfance of any particular fund. An investment in Biackstone Group L.P. is not an investment
in any of our funds. There can be no assuranceathaof our funds or our other existing and futfuneds will achieve similar returns.

The following table presents the Net Internal RateReturn of our significant real estate funds:

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

Three Months Ended Nine Months Ended September 30, 201!
September 30, September 30, Inception to Date
Fund 2010 2009 2010 2009 Total Realized (b
BREP IV 13% — 20% -33% 15% 68%
BREP V 15% — 33% -36% 2% 74%
BREP International Il (c 16% -7% 50% -33% -10% 3%
BREP International (c -1% -2% 8% 6% 23% 31%
BREP VI 19% -6% 92% -40% -3% 95%
BREP Europe IlI (¢ — N/A 154% N/A 34% N/A
BSSF Il 6% 14% 17% 14% 26% 43%
BSSF | 4% 8% 14% 16% 13% N/A
CMBS 3% 8% 15% 12% 22% N/A

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

(@) Net total change in carrying value (realized anckalized) is after management fees, expenses afatmpance fee allocation

(b) Includes partially realized investments. Inwestts are considered partially realized when thisteid proceeds, excluding current income
(dividends, interest, etc.), are a material poroabimvested capita

(c) Euro based net internal rates of rett

The real estate funds’ net internal rates of retarrihe three and nine months ended Septemb&(3®, were improved for all funds
(except BSSF I, BSSF Il and CMBS) compared to lineet and nine months ended September 30, 2009r&ignenprovement in the
fundamentals of the BREP funds’ hotels, improvingrket conditions in the BREP funds’ office inveshtsgeand the opportunity to acquire
certain property level debt below par, has lechtweases in the valuation of our investments.

The following table presents the investment readrthe real estate funds from inception throught&msper 30, 2010 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) (e IRR (c) MOIC (d)

(Amounts in Millions) (Amounts in Millions)
Pre-BREP $ 141 $ 34t 33% 28 $ 141 % 34t 33% 2.5
BREP | (Sep 1994 / Oct 199 $ 467 $ 1,32¢ 40% 28 $ 467 $ 1,32¢ 40% 2.8
BREP Il (Oct 1996 / Mar 199¢ $1,21¢ $ 2,52¢ 19% 21 $ 1,21¢ $ 2,52¢ 19% 2.1
BREP Il (Apr 1999 / Apr 2003 $1,418 $ 3,32¢ 21% 24 $ 1,36z $ 3,31¢ 23% 24
BREP In’l (Jan 2001 / Sep 200 € 65¢ € 1,287 23% 2C € 566 € 1,23¢ 31% 2.2
BREP IV (Apr 2003 / Dec 200¢ $2,731 $ 3,84C 15% 14 $ 1,072 $ 2,50t 68% 2.3
BREP V (Dec 2005 / Feb 200 $5,21¢ $ 5,84¢ 2% 11 $ 951 $ 1,81¢ 74% 1.9
BREP In’l Il (Sep 2005 / Jun 200¢ €1,307 € 1,03t -10% 0. € 16z € 192 3% 1.2
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The returns presented herein represent those of tha@pplicable Blackstone Funds and not those of Thel&kstone Group L.P.

@)

(b)
(©

(d)
(e)

Investments are considered partially realizéémdistributed proceeds, excluding current incfraet, dividends, interest, etc.), are a
material portion of invested capiti

Carrying value includes realized proceeds and lizeshfair value.

IRR represents the annualized inception to tReon total invested capital based on realizet@eds and unrealized fair value. Net IRR
is after management fees, expenses and Carriegst

MOIC represents carrying value, before manageness, fexpenses and Carried Interest, divided byitaasted capital

The Total Realized / Partially Realized Carryinguéaincludes remaining unrealized value of $575illion and€142.8 million.

The following table presents the investment readrihe real estate funds, excluding separately geshaccounts, from inception through

September 30, 2010 for funds with open investmeribgs:

Funds in the Investment Period
Total Investments

Total

Investec Carrying
Available Net
Fund (Investment Period) Capital (a) Capital Value (b) IRR (C) MOIC (d)
(Amounts in Millions)
BREP VI (Feb 2007 / Aug 201. $ 5,36: $5,67¢ $5,78:¢ -3% 1.0
BREP Europe Il (Jun 2008 / Dec 20! € 3,12¢ € 86 € 27t 34% 3.2
BSSF Il (Jul 2009 / Aug 201" $ 38¢ $ 55C $ 682 26% 1.2

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

@)

(b)
(©

(d)

Available Capital represents total capital catmmants, adjusted for certain expenses and expiredcallable capital, less invested capital,
and includes $1.7 billion committed to deals butyet invested. Additionally, the segment has $illion of Available Capital that has
been reserved for a-on investments in funds that are fully invest

Carrying value includes realized proceeds and lizeshfair value.

IRR represents the annualized inception to tReon total invested capital based on realized@eds and unrealized fair value. Net IRR
is after management fees, expenses and Carriegst

MOIC represents carrying value, before manageness, fexpenses and Carried Interest, divided byitatasted capital

The following table presents the Carried Interéstius of our real estate funds with expired investhperiods which are currently not

generating performance fees as of September 30; 201

@)

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

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

BREP V (Dec 2005 / Feb 2007) ( $ 742 5%

BREP In’l Il (Sep 2005 / Jun 200¢ € 737 17%

As of September 30, 2010, (a) BREP Internationa alzove its Carried Interest preferred return tiolebeven if all remaining investme

were deemed worthless, and (b) BREP IV was absv@atried Interest preferred return thresh
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(b) The general partner of each fund is allocatedi€d Interest when the annualized returns, netariagement fees and expenses, exceed th
preferred return as dictated by the fund agreem@&his preferred return is calculated for each ahipartner individually. The Gain to
Cross Carried Interest Threshold represents threase in equity at the fund level (excluding odesby-side investments) that is required
for the general partner to begin accruing Carrigdrest, assuming the gain is earned pro-rataathesfund’s investments and is achieved
at the reporting dat:

(c) Total Enterprise Value is the respective furts rata ownership of the privately held portfalimmpaniesEnterprise Value and the Equ
Value of the public portfolio companies based dnvalues at the reporting da:

(d) BREP Vs currently below its Carried Interésteshold but has generated inception to dateipesitturns and is entitled to Carried
Interest on those gair

The following table presents the Carried Interéstius of our real estate funds with open investmperibds that are currently not
generating performance fees as of September 30; 201

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

Capital
Funds in the Investment Period (@ (© Amount Value (d)
(Dollars in Millions)
BREP VI (Feb 2007 / Aug 201: $ 5,36: $ 1,75i 9%

(@) As of September 30, 2010, BREP Europe Il and BBSFre above their Carried Interest preferredmethreshold

(b) The general partner of each fund is allocatedi€d Interest when the annualized returns, netariagement fees and expenses, exceed th
preferred return as dictated by the fund agreem@his preferred return is calculated for each Baiipartner individually. The Gain to
Cross Carried Interest Threshold represents threase in equity at the fund level (excluding odesby-side investments) that is required
for the general partner to begin accruing Carrigdrest, assuming the gain is earned pro-ratasthesfund’s investments and is achieved
at the reporting dat:

(c) Available Capital represents total capital catmments, adjusted for certain expenses and expiredcallable capital, less invested capital
(including sid-by-side investments

(d) Total Enterprise Value is the respective furats rata ownership of the privately held portfadimmpaniesEnterprise Value and the Equ
Value of the public portfolio companies based dnvalues at the reporting da:
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Credit and Marketable Alternatives

The following table presents our results of operaifor our Credit and Marketable Alternatives segtn

Three Months Ended

Nine Months Ended

September 30, 2010 vs. 200¢ September 30, 2010 vs. 200!
2010 2009 $ % 2010 2009 $ %
(Dollars in Thousands)
Segment Revenut
Management Fee
Base Management Fe $120,12¢ $105,43( $ 14,69¢ 14% $336,80° $298,22¢ $ 38,58 13%
Transaction and Other Fees, [ 1,062 77€ 284 37% 3,57¢ 1,90¢ 1,66¢ 87%
Management Fee Offse (182) (4,127) 3,93¢ 96% (940) (12,699 11,75¢ 93%
Total Management Fe: 121,00! 102,08° 18,91¢ 19% 339,44 287,43} 52,00¢ 18%
Performance Fees and Allocatic
Realized 16,21¢ 7,622 8,59¢ 112% 46,92 8,20¢ 38,71 N/M
Unrealized 77,33¢ 36,11« 41,22: 114% 134,89 67,86¢ 67,02¢ 99%
Total Performance Fees and
Allocations 93,55’ 43,73¢ 49,81°F 114  181,81¢ 76,077 105,73¢ 13%
Investment Income (Los:
Realized 1,70¢ 1,95: (24%) -13% 13,42( (14,319 27,73: N/M
Unrealized 13,18: 29,97¢ (16,795 -56% 22,70: 67,11°* (44,417) -66%
Total Investment Income (Los 14,88¢ 31,92¢ (17,040 -53% 36,12: 52,80: (16,679 -32%
Interest and Dividend Reven 1,75(C 92¢ 821 88% 3,65¢ 1,917 1,737 91%
Other 60C 71E (115) -16% (314 777 (1,09) N/M
Total Revenue 231,79" 179,39¢ 52,39¢ 29%  560,72: 419,00t 141,71 34%
Expense!
Compensation and Benef
Base Compensatic 53,28( 54,36¢ (1,08%) -2% 155,73t 157,37¢ (1,64)) -1%
Performance Fee Relat
Realized 12,37: 842 11,53: N/M 26,441 981 25,46( N/M
Unrealized 39,83¢ 24,59: 15,24: 62% 74,55¢ 39,98¢ 34,57¢ 86%
Total Compensation and
Benefits 105,48t 79,80: 25,68 32% 256,73t 198,34 58,39¢ 29%
Other Operating Expens 22,057 18,12: 3,934 22% 66,152 58,22¢ 7,928 14%
Total Expense 127,54! 97,92 29,62 30% 322,88 256,57( 66,317 26%
Economic Net Incom $104,25( $ 81,47. $22,77¢ 28% $237,83" $162,43¢ $ 75,397 46%
Revenues

Revenues were $231.8 million for the three monttded September 30, 2010, an increase of $52.4mitbmpared to the three months
ended September 30, 2009. The increase in revevageprimarily attributed to increases of $49.8 imillin Performance Fees and Allocations
and an increase of $18.9 million in Total Managenferes. The increase in revenues was partialleblffg a decrease of $17.0 million in
Investment Income (Loss) to $14.9 million, compaie&31.9 million for the prior year period.
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Performance Fees and Allocations were $93.6 mifiwrihe three months ended September 30, 201idcegase of $49.8 million from the
prior year period. The increase in Performance BedsAllocations was primarily attributable to imped returns in the segment’s credit-
oriented funds and an increase in the amount offaering Assets Under Management which are eardnicgntive Fees in our funds of hedge
funds business. The net composite returns in cuddwf hedge funds was 3.2% in 2010 compared & 152009. Despite this, Fee-Earning
Assets Under Management related to funds aboveraective high-water marks and/or hurdle, ardetore eligible for Performance Fees
and Allocations, increased during the three moatided September 30, 2010 compared to the threehmented September 30, 2009 (see table
below). Investment Income (Loss) was $14.9 milliadecrease of $17.0 million compared to $31.9anilfor the three months ended
September 30, 2009. The decrease was primariliecketa our funds of hedge funds and certain ofooedit-oriented funds.

The Realized Performance Fees and Allocationshimthiree months ended September 30, 2010 of $liBi@wmvere driven primarily by
our credit-oriented funds. The Realized Investnieodme (Loss) for the three months ended SepteBe2010 of $1.7 million was driven
primarily by our credit oriented funds and our feraf hedge funds business.

Total Management Fees were $121.0 million for Hree¢ months ended September 30, 2010, an incré&348.® million compared to
$102.1 million for the three months ended Septer80e2009. Base Management Fees were $120.1 mibiothe three months ended
September 30, 2010, an increase of $14.7 milliongared to the prior year period, driven by an iasesin Fee-Earning Assets Under
Management of 17% from the prior year period, whigs primarily from positive net inflows in our fds of hedge funds business, the April 1,
2010 acquisition of $3.5 billion in collateralizeébt obligations and CDO and CLO vehicles by oadiroriented businesses and market
appreciation in our funds of hedge funds.

Revenues were $560.7 million for the nine montrdednSeptember 30, 2010, an increase of $141.7omilliompared to $419.0 million
the nine months ended September 30, 2009. Totablyement Fees increased $52.0 million, driven b§&@bmillion increase in Base
Management Fees, principally due to an $8.2 biliilmmease in Fee-Earning Assets Under Managememt eptember 30, 2009. Performance
Fees and Allocations increased $105.7 million drileg performance fees generated by certain of mditoriented funds and funds of hedge
funds. Investment Income (Loss) decreased $16libmiuring the nine months ended September 300 20inpared to the nine months ended
September 30, 2009.

Expenses

Expenses were $127.5 million for the three montitded September 30, 2010, an increase of $29.6mitibmpared to the three months
ended September 30, 2009. The $29.6 million iner@ass primarily attributed to a $25.7 million inase in Total Compensation and Benefits
and a $3.9 million increase in Other Operating ges. Base Compensation was $53.3 million fortireetmonths ended September 30, 20
decrease of $1.1 million, compared to $54.4 milfionthe prior year. Performance Fee Related Comsgaean was $52.2 million for the three
months ended September 30, 2010, an increase & $#lion compared to $25.4 million for the prigear. Other Operating Expenses increased
$3.9 million to $22.1 million for the three montbsded September 30, 2010, compared to $18.1 mfthiothe three months ended
September 30, 2009 primarily due to an increaggadfessional fees in our credit-oriented funds famdis of hedge funds businesses related to
the growth of the business.

Expenses were $322.9 million for the nine monttdeenSeptember 30, 2010, an increase of $66.3 mikin26%, compared to $256.6
million for the nine months ended September 30920Bie $66.3 million increase was primarily atttddito a $60.0 million increase in
Performance Fee Related Compensation and a $7i®miificrease in Other Operating Expenses. TheG80llion increase in Performance Fee
Related Compensation was driven by the positiuermstof our credit-oriented funds and our fundbedge funds. Other Operating Expenses
increased $7.9 million principally due to an inaean professional fees, business developmenerktatthe launching of new products and
interest expense.
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Realized Compensation and Benefits—PerformanceRetated is directly attributable to the Realizedf&tfenance Fees and Allocations
described above.

Operating Metrics
The following operating metrics are used in the agment of this business segment:

Three Months Ended Nine Months Ended
September 30, 2010 vs. 200¢ September 30, 2010 vs. 200¢
2010 2009 $ % 2010 2009 $ %
(Dollars in Thousands)

Fee-Earning Assets Under
Managemen

Balance, Beginning of

Period $52,388,42 $44,736,17 $7,652,25! 17% $47,867,54 $42,561,45 $ 5,306,09 12%
Inflows, including

Commitments 2,906,47 1,869,16i  1,037,30! 55% 10,214,36 4,933,61 5,280,74 107%
Outflows, including

Distributions (1,096,47) (1,127,28) 30,81( 3% (3,787,32) (4,429,72) 642,40t 15%
Market Appreciation

(Depreciation) (a 1,438,15I 1,970,15! (532,009 -27% 1,341,98i 4,382,86°  (3,040,87) -69%
Balance, End of Peric $55,636,57. $47,448,21  $8,188,36! 17% $55,636,57 $47,448,21 $8,188,36! 17%

Assets Under Management (Er
of Period) $62,782,46° $52,810,67 $9,971,79 19% $62,782,46 $52,810,67 $9,971,79 19%
Capital Deployec
Limited Partner Capital
Invested $ 69227 $ 87,34t $ 604,92¢ N/M $1,11341' $ 407,80¢ $ 705,61« 173%

(@) Includes an adjustment of $(533.9) million from cuedit oriented businesses due to revised calonlatethodologies

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 September 30 As of September 30
2010 2009 2010 2009
(Dollars in Thousands)
Funds of Hedge Func $15,047,90. $13,445,96 66% 36%

(@) Estimated % Above High Water Mark and / or Harépresents the percentage of Fee-Earning Asiseter Management Eligible for
Incentive Fees that as of the dates presented veauwidincentive fees when the applicable Blackstun&l has positive investment
performance (relative to a hurdle, where applicabbleremental positive performance in the appliedtlackstone Funds may cause
additional assets to reach their respective HigheWidark / or Hurdle, thereby resulting in an irese in Estimated % Above High Water
Mark and/or Hurdle. For our funds of hedge fundsSeptember 30, 2010 the incremental appreciat@ued for the 34% of Fee-Earning
Assets Under Management below their respective Miglter Marks to reach their respective High Watarkg was $486.9 million, a
decrease of $813.4 million, or 62.6%, comparedit8 Billion at September 30, 2009. Of the Esaning Assets Under Management be
their respective High Water Marks as of SeptemiBe2810, 34% were within 5% of reaching their resiye High Water Mark
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Fee-Earning Assets Under Management

Fee-Earning Assets Under Management were $55i6rbdt September 30, 2010, an increase of $8.@mjlbr 17%, compared to
$47.4 billion at September 30, 2009. The changepsasarily due to net inflows of $5.9 billion, whidncluded the acquisition on April 1, 2010
of $3.5 billion of management agreements relatnG@BO and CLO vehicles, net inflows in our funchefdge fund business of $2.7 billion, and
market appreciation of $2.3 billion primarily drivéy our funds of hedge funds business. Third guamflows of $2.9 billion and outflows of
$1.1 billion were both primarily related to our diteoriented funds and our funds of hedge fundstkdappreciation was $1.4 billion for the
three months ended September 30, 2010 and wasrpyimaesult of positive returns in our funds @&dge funds and also includes
$(533.9) million related to revised calculationimr credit oriented funds.

Fee-Earning Assets Under Management had net inftaf4.1 billion from October 1 through Novembe2010 from our funds of hedge
funds.

Assets Under Management

Assets Under Management were $62.8 hillion at Selpée 30, 2010, an increase of $10.0 billion, or 18&mpared to $52.8 billion at
September 30, 2009. The change was primarily duesaitet appreciation across our funds, the Apr81,0 acquisition of $3.5 billion in CDO
and CLO vehicles and net inflows in our funds odigpe funds of $2.5 billion.

Limited Partner Capital Invested

Limited Partner Capital Invested by our credit-oted carry funds was $692.3 million, representiidg% of total commitments in these
funds, for the three months ended September 3@, 201increase of $604.9 million compared to $87il8on for the three months ended
September 30, 2009. Limited Partner Capital Invcebieour crediteriented carry funds was $1.1 billion for the nmenths ended September
2010, an increase of $705.6 million compared to7$8nillion for the nine months ended September2809.

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 oéBiackstone 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 funds@amposites. There can be no assurance
that any of our funds or composites or our othéstarg and future funds or composites will achisumilar returns.

Average Annual Net Returns (a)

Three Months Nine Months Periods Ended September 30, 2010
Ended Ended Since
September 30, September 30, January
One Three Five 1,
Composite 201¢ 200¢ 201¢ 2009 Year Year Year 2000
Funds of Hedge Funds, Core Funds Composit 3% 5% 5% 13% 8% — 4% 7%

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

(@) Composite returns present a summarized ass$ghted return measure to evaluate the overall pedoce of the applicable class of
Blackstone Fund:

(b) The Core Funds Composite excludes Blackstdneds of hedge funds that employ a lergjased commodity strategy, funds whose
primary objective is to provide seed capital todetlind sta-up firms and funds managed under -discretionary advisory arrangemer
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Financial Advisory
The following table presents our results of operatifor our Financial Advisory segment:

Three Months

Ended Nine Months Ended
September 30, 2010 vs. 200¢ September 30, 2010 vs. 200¢
2010 2009 $ % 2010 2009 $ %

(Dollars in Thousands)
Segment Revenut

Advisory Fees $84,54. $94,56¢ $(10,02%) -11% $295,20¢ $268,00¢ $27,19¢ 10%
Transaction and Other Fees, [ — — — — 103 — 103 N/M
Investment Incom
Realized 46¢ — 46¢ N/M 607 — 607 N/M
Unrealized 607 47€ 131 28% 1,39¢ 47€ 922 194%
Total Investment Incom 1,07¢ 47¢€ 60C 12€% 2,00¢ 47¢€ 1,52¢ N/M
Interest and Dividend Reven 1,60¢ 1,25(C 35¢ 29% 4,27 3,41: 861 25%
Other A77 1,051 (574 -55% (797) (14) (783 N/M
Total Revenue 87,70: 97,34: (9,640 -10%  300,79: 271,88: 28,90¢ 11%
Expense!
Compensation and Benefits — Base
Compensatiol 66,53 57,68¢ 8,84¢ 15%  197,17! 162,87 34,29¢ 21%
Other Operating Expens 17,25 22,66¢ (5,419 -24% 49,29¢ 57,37¢ (8,080 -14%
Total Expense 83,78¢ 80,35: 3,432 4% 246,47 220,25: 26,21¢ 12%
Economic Net Incom $ 3,91¢  $16,99. $(13,077) -77% $ 54,32 $ 51,630 $ 2,691 5%
Revenue

Revenues were $87.7 million for the three monthedrSeptember 30, 2010, a decrease of $9.6 mitiohQ%, compared to $97.3 milli
for the three months ended September 30, 2009d&b=ase in segment revenues was primarily drivendecrease of $27.6 million in fees
earned by Blackstone Advisory Partners, our finalnemnd strategic advisory business, which had s¢gegnificant transactions that closed in
2009, and a decrease of $4.9 million from our testiring and reorganization business, principallg tb a decrease in retainer fees. These
decreases were partially offset by an increas@afSpmillion in our fund placement business as @ants negatively impacting the fund-raising
of capital from institutional investors for altetive investment products improved compared to linee months ended September 30, 2009. The
pipeline for the financial and strategic advisonsimess continues to be strong and includes afisigni international component. The pipeline
for the restructuring and reorganization businéss @emains solid across a diverse group of intessaand geographies.

Revenues were $300.8 million for the nine montradeenSeptember 30, 2010, an increase of $28.9 mikin11%, compared to
$271.9 million for the nine months ended Septen®¥2009. The increase in segment revenues wasipiyndriven by an increase of
$66.3 million in fees earned from our fund placetarsiness due to the same economic factors fayubeterly period noted above. This
increase was partially offset by decreases of $28llibn in fees generated by our financial andgic advisory business and $17.1 million in
our restructuring and reorganization business.

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

Expenses were $83.8 million for the three monttdedrSeptember 30, 2010, an increase of $3.4 milioA%, compared to $80.4 million
for the three months ended September 30, 2009.r5rgevere $246.5 million for the nine months er8eptember 30, 2010, an increase of
$26.2 million compared to $220.3 million for thenaimonths ended September 30, 2009. Base Compmensatieased $8.8 million and
$34.3 million over the three and nine months erSlegtember 30, 2009, respectively, principally duart increase by Blackstone Advisory
Partners in professionals, particularly internagibn and by our fund placement business whererigmoof compensation is directly related to
the performance of their business. Other Operd&imenses decreased $5.4 million and $8.1 millicgr dve three and nine months ended
September 30, 2009, principally due to a reduabiblbad debt expenses.

Liquidity and Capital Resources
Liquidity and Capital Resource

Blackstone’s business model derives revenue priynfadim third party assets under management ana fxdvisory businesses. Blackstone
is not a capital or balance sheet intensive busiagd targets operating expense levels such ttehini@nagement and advisory fees exceed total
operating expenses each period. As a result, wereelimited capital resources to support the wogkeapital or operating needs of our
businesses. We draw primarily on the long term cdtechcapital of our limited partner investors tmél the investment requirements of the
Blackstone Funds and use our own realizations astl flows to invest in growth initiatives, make coitments 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 avesolidated as well as business
transactions, such as the issuance of senior detesibed below. The majority economic ownershiprests of the Blackstone Funds are
reflected as Non-Controlling Interests in ConsdkdiEntities in the Condensed Consolidated FindSteiements. The consolidation of these
Blackstone Funds has no net effect on the Partipesdfiet Income or Partners’ Capital. Additionalfiyctuations in our balance sheet also
include appreciation or depreciation in Blackstonestments in the Blackstone Funds, additionagédtiments and redemptions of such interests
in the Blackstone Funds and the collection of nemlgles related to management and advisory fees.

Total assets were $17.7 billion as of SeptembePB00, an increase of $8.3 billion from DecemberZD9. The increase in total assets
was primarily attributable to a $7.5 billion inceeain Investments of which $6.2 billion was atttéhle to the consolidation of certain CDO and
CLO vehicles which are Blackstone funds. These GID® CLO vehicles are VIEs and under GAAP were reglio be consolidated as of
January 1, 2010. Total liabilities were $10.1 bitlias of September 30, 2010, an increase of $lligkdrom December 31, 2009. The increas
total liabilities was primarily due to an increased.oans Payable of $6.1 billion which resultednfrthe consolidation of the CDO and CLO
vehicles mentioned above.

For the three months ended September 30, 2010ad/d dtal Fee Related Revenues of $402.1 millionrateded expenses of
$289.2 million, generating Net Fee Related Earnfng®s Operations of $112.9 million and Distributalitarnings of $166.3 million. For the n
months ended September 30, 2010, we had Total Ele¢eld Revenues of $1.2 billion and related expens8883.1 million, generating Net Fee
Related Earnings from Operations of $319.6 milkow Distributable Earnings of $462.6 million.

We have multiple sources of liquidity to meet oapital needs, including annual cash flows, accutadlaarnings in the businesses,
investments in our own Treasury and liquid fundg access to our debt capacity, including our $bilion committed revolving credit facility
and the proceeds from our 2009 and 2010 issuaricenmr notes. As of September 30, 2010, Blackstmad $1.0 billion in cash, $927.7 milli
invested in Blackstone’s Treasury cash managentexiegies, $283.1 million invested in liquid Blattkse Funds and $1.4 billion invested in
illiquid Blackstone Funds, against just under $dillon in borrowings from our 2009 and 2010 bosduances.
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We use Distributable Earnings, which is derivedrfrour segment reported results, as a supplememaGAAP measure to assess
performance and amounts available for distributitmnBlackstone unitholders, including Blackstonespanel. Distributable Earnings is derived
from, but not equivalent to, its most directly ccamgible GAAP measure of Income (Loss) Before Prowigor Taxes. Distributable Earnings,
which is a component of Economic Net Income, isstn across all Total Segments of: (a) Total Mansyg and Advisory Fees, (b) Interest
and Dividend Revenue, (c) Other Revenue, (d) RedlRerformance Fees and Allocations, and (e) Rehlizvestment Income (Loss); less
(a) Base Compensation, (b) Realized PerformancérEted Compensation, (c) Other Operating Expemsdgd) Cash Taxes and Payables
Under the Tax Receivable Agreement. Distributaldenifigs is reconciled to Blackstone’s Consolidé&&tement of Operations. It is
Blackstone’s current intention that on an annuaisa will distribute to unitholders all of its Biributable Earnings in excess of amounts
determined by its general partner to be necessapmropriate to provide for the conduct of itsihass, to make appropriate investments in its
business and funds, to comply with applicable lamy, of its debt instruments or other agreementty provide for future distributions to its
unitholders for any ensuing quarter.

The following table calculates Blackstone’s Distititble Earnings. Distributable Earnings is a suppgletal measure of performance to
assess amounts available for distributions to Bitmie unitholders, including Blackstone personnel.

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009

(Dollars in Thousands)
Fee Related Earning

Revenue!
Total Management and Advisory Fees $376,24¢  $368,37. $1,156,32.  $1,054,86:
Interest and Dividend Revenue 10,18 6,767 25,80 11,17¢
Other (a) 4,46¢ 3,89: 574 5,27¢
Investment Income — Blackstone’s Treasury Cash I[dament Strategies
(b) 11,22¢ — 19,95: —
Total Revenue 402,13( 379,03: 1,202,65! 1,071,30!
Expense!
Compensation and Benef— Base Compensation ( 210,58: 192,54¢ 621,88: 553,47:
Other Operating Expenses 84,25 75,54« 245,43t 216,61
Cash Taxes (¢ (5,619 16,00z 15,76¢ 29,97¢
Total Expense 289,21t 284,09: 883,08: 800,06:
Net Fee Related Earnings from Operati 112,91 94,93¢ 319,57: 271,24
Performance Fees and Allocations, Net of Relatethggmsatior
Performance Fees and Allocati— Realized (a 66,03¢ (3,819 166,29 2,004
Compensation and Benef— Performance Fee Relat— Realized (a (24,967) 712 (55,58:) (1,016
Total Performance Fees and Allocations, Net of Rdl€ompensatio 41,07: (3,106 110,71. 98¢
Investment Income and Oth
Investment Income (Los— Realized (a 14,27¢ 7,66¢ 35,30« (6,097)
Adjustment Related to Realized Investment Incom8laekstone’s Treasury
Cash Management Strategies (4,872 — (5,626 —
Other Payables Including Payable Under Tax Rectvagreemen 2,92% — 2,62% —
Total Investment Income and Otf 12,32t 7,66¢ 32,30: (6,099
Distributable Earning $166,31t $ 99,50 $ 462,58 $ 266,13¢

(@) Represents the total segment amounts of the réspeeiptions
(b) Represents the inclusion of Investment Income fBlatkston’s Treasury cash management strate
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(©
(d)

Represents the provisions for and/or adjustmenitsctume taxes that were calculated using a simikethodology applied in calculating t
current provision for The Blackstone Group L

Represents the elimination of Realized Investnirecome attributable to Blackstone’s Treasurnyhaasinagement strategies which is a
component of Net Fee Related Earnings from Opersit

The following table is a reconciliation of Incomenés) Before Provision for Taxes to Total Segmé&usnomic Net Income, of Total

Segments, Economic Net Income to Net Fee Relatedirigs from Operations, of Net Fee Related Earnfrmys Operations to Distributable
Earnings and of Earnings Before Interest, TaxesDeytreciation and Amortization from Net Fee ReldEagnings from Operations to Net Fee
Related Earnings from Operations.

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
(Dollars in Thousands)

Income (Loss) Before Provision for Taxe $ 143,30: $(426,959) $ (721,29) $(1,926,15)
IPO and Acquisitio-Related Charges (i 438,56¢ 719,70¢ 1,915,22 2,222,59!
Amortization of Intangibles (k 40,87: 39,51 121,20¢ 118,53°
(Income) Loss Associated with Non-Controlling Irests in (Income)

Loss of Consolidated Entities ( (266,34¢) (53,90%) (367,98 (57,06¢)
Management Fee Revenues Associated with Consalidzbe® and CLC
Vehicles (d) 11,69t — 27,52 —

Total Segments, Economic Net Incom 368,09: 278,35’ 974,66 357,91¢
Performance Fees and Allocations Adjustmen (258,789 (166,77() (470,63 (25,177
Investment Income (Loss) Adjustment (142,52) (58,007) (402,25 43,31¢
Investment Income (Loss) — Blackstone’s TreasurgiOdanagement

Strategies (g 11,22¢ — 19,95: —
Performance Fee Related Compensation and Benefjtsi#nent (h’ 129,28 57,35] 213,61: (74,847
Taxes Payable ( 5,61¢ (16,007 (15,764 (29,976

Net Fee Related Earnings from Operation: 112,91 94,93¢ 319,57 271,24
Realized Performance Fees and Allocation 41,077 (3,106 110,71: 98¢
Realized Investment Income (Loss) 14,27¢ 7,66¢ 35,30¢ (6,097
Adjustment Related to Realized Investment IncomBlaekstone’s

Treasury Cash Management Strategie (4,879 — (5,62¢) —
Other Payables Including Payable Under Tax Rectvagreemen 2,92: — 2,62% —
Distributable Earnings $ 166,31t $ 99,50: $ 462,58 $ 266,13t
Earnings Before Interest, Taxes and Depreciation ahAmortization from
Net Fee Related Earnings from Operations (m) $ 124,19! $ 121,25¢ $ 377,86t $ 323,56¢

(a) This adjustment adds back to Income (Loss) Befvovision for Taxes amounts for TransactRelated Charges which include principe
equity-based compensation charges associated with Blaxe's initial public offering and other corporate aotc

(b) This adjustment adds back to Income (Loss) BeRyovision for Taxes amounts for the Amortizatidrintangibles which are associated
with Blackston’s initial public offering and other corporate aotc

(c) This adjustment adds back to Income (Loss) BeRyovision for Taxes the amount of (Income) LAssociated with Non-Controlling
Interests in (Income) Loss of Consolidated Entit

(d) This adjustment adds back to Income (Loss) BeRyovision for Taxes the amount of ManagementR&eenues associated with

Consolidated CDO and CLO Vehicle
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(e)
)
()]
(h)
0)
1)

(k)
0

(m)

This adjustment removes from ENI the total segnaembunt of Performance Fees and Allocatic

This adjustment removes from ENI the total segnaembunt of Investment Income (Los

This adjustment represents the realized andalized gain (loss) on Blackstone’s Treasury cagshagement strategies which are a
component of Investment Income (Loss) but incluiteldet Fee Related Earning

This adjustment removes from expenses the cosgti®n and benefit amounts related to Blackstopedfit sharing plans related to
Performance Fees and Allocatio

Represents an implied payable for income taedsulated using a similar methodology appliedattulating the current provision for The
Blackstone Group L.F

Represents the adjustment for realized Perfamadees and Allocations net of corresponding detmaunts due under Blackstorgdrofit
sharing plans related there

Represents the adjustment for Blacks’s Investment Incom— Realized.

Represents the elimination of Realized Investiiecome attributable to Blackstone’s Treasurnjhaagnagement strategies which is a
component of both Net Fee Related Earnings fromr&@jpss and Realized Investment Income (Lc

Earnings Before Interest, Taxes and Depreciadizd Amortization from Net Fee Related EarningenflOperations represents Net Fee
Related Earnings from Operations adding back th#iéu cash taxes payable component from the Digtilfile Earnings reconciliation
presented above, which is included in (i), and sagrinterest and segment depreciation and amaddizafhe cash taxes payable
component of (i) was $(5.6) million and $16.0 noifiifor the three months ended September 30, 200 @@®9, respectively. The cash
taxes payable component of (i) was $15.8 milliod $80.0 million for the nine months ended Septen38e2010 and 2009, respectively.
Interest was $10.3 million and $4.4 million for teee months ended September 30, 2010 and 206 atévely. Interest was

$23.5 million and $4.4 million for the nine montiisded September 30, 2010 and 2009, respectivepyrebiation and amortization was
$6.6 million and $5.9 million for the three mon#rsded September 30, 2010 and 2009, respectivepreDiation and amortization was
$19.0 million and $17.9 million for the nine montrsded September 30, 2010 and 2009, respect

84



Table of Contents

Our Sources of Cash and Liquidity Needs

We expect that our primary liquidity needs will tessh to (a) provide capital to facilitate the growf our existing businesses which
principally includes funding our general partned @o-investment commitments to our funds, (b) ptevéapital to facilitate our expansion into
new businesses that are complementary, (c) paytipgrexpenses, including cash compensation temyloyees and other obligations as they
arise, (d) fund modest capital expenditures, (pyeorrowings and related interest costs, (f)ipagme taxes and (g) make distributions to our
unitholders and the holders of Blackstone HoldiRgstnership Units. Our own capital commitmentsuofands, the funds we invest in and our
investment strategies as of September 30, 2010stedof the following:

Original Remaining
Fund Commitment Commitment
(Dollars in Thousands)

Private Equity

BCP VI $ 601,94: $ 601,94
BCP V 629,35¢ 118,04:
BCP IV 150,00( 11,547
BCOM 50,00( 5,07¢
BCVP 457 3,66(
BIP 7,50( 7,50(
Woori Blackstone Korea 5,30¢ 5,25k
Real Estate Funds
BREP VI 750,00( 365,37(
BREP V 52,54¢ 7,41¢
BREP International | 27,24+ 2,76¢
BREP IV 50,00( —
BREP Internationz 20,00( 3,29¢
BREP Europe I 100,00( 96,90¢
BSSF I 43,00¢ 4,50
BSSF | 6,992 —
CMBS Fund 4,01( —
BSSF G 2,50( 86¢
Credit and Marketable Alternatives
BMezz I 17,69: 2,72¢
BMezz 41,00( 2,59(
Strategic Alliance | 50,00( 50,00(
Strategic Alliance 50,00( 8,02(
Blackstone Credit Liquidity Partne 32,24« 7,42¢
Blackstone / GSO Capital Solutio 50,00( 36,73:
Other (a) 15,52: 36C
Other 36,217 36,217
Total $2,797,65! $1,378,22,

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

For some of the general partner commitments showtind table above we require our senior managiregtirs and certain other
professionals to fund a portion of the commitmesgrethough the ultimate obligation to fund the aggite commitment is ours pursuant to the
governing agreements of the respective funds. 2R Bl, BREP VI and BREP Europe lll it is intenddwht our senior managing directors and
certain other professionals will fund $250 milli1,50 million and $35 million, respectively, of taggregate applicable general partner
commitment shown above. In addition, certain semianaging directors and other professionals anginedjto fund a de minimis amount of the
commitment in the other private equity, real estaté credit-
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oriented carry funds. We expect our commitmentsetalrawn down over time and to be funded by avilelsh and cash generated from
operations and realizations. Taking into accouavailing market conditions and both the liquiditydecash or liquid investment balances, we
believe that the sources of liquidity describedlelill be more than sufficient to fund our workiogpital requirements.

On March 23, 2010, an indirect, wholly-owned sulasigof Blackstone entered into a new $1.07 billiexolving credit facility (the
“Credit Facility”) with Citibank, N.A., as Adminisative Agent. The unsecured Credit Facility prosidier revolving credit borrowings, with a
final maturity date of March 23, 2013. Interesttba borrowings is based on an adjusted LIBOR ratdternate base rate, in each case plus a
margin, and undrawn commitments bear a commitmentBorrowings may also be made in U.K. Sterlin§wros, in each case subject to
certain sub-limits. The Credit Facility containstamary representations, covenants and eventdaidlteinancial covenants consist of a
maximum net leverage ratio and a requirement t@ keminimum amount of fee generating assets undeagement, each tested quarterly.

In August 2009, Blackstone Holdings Finance Co..C.Lissued $600 million in aggregate principal amtoef 6.625% Senior Notes which
will mature on August 15, 2019, unless earlier esded or repurchased. In September 2010, Blackstoltings Finance Co. L.L.C. issued $:
million in aggregate principal amount of 5.875% ®eMNotes which will mature on March 15, 2021, wdearlier redeemed or repurchased.
(Both issuances of Senior Notes are collectivelgrred to as the “Notes”Jhe notes are unsecured and unsubordinated obligadi Blackstor
Holdings Finance Co. L.L.C. and are fully and urdianally guaranteed, jointly and severally, byelBlackstone Group L.P. and each of the
Blackstone Holdings partnerships. The Notes cortagtomary covenants and financial restrictions dinaong other things limit Blackstone
Holdings Finance Co. L.L.C. and the guarantorsfigbsubject to certain exceptions, to incur intlelness secured by liens on voting stock or
profit participating equity interests of their sidiaries or merge, consolidate or sell, transfelease assets. The Notes also contain customary
events of default. All or a portion of the notesynb@ redeemed at our option, in whole or in pargrg time and from time to time, prior to their
stated maturity, at the make-whole redemption s&teforth in the notes. If a change of controurepase event occurs, the Notes are subject to
repurchase at the repurchase price as set fottieinotes.

In addition to the cash we received in connectigh wur IPO, debt offering and our borrowing fawéls, we expect to receive (a) cash
generated from operating activities, (b) Carrie@iest and incentive income realizations, andda)izations on the carry and hedge fund
investments that we make. The amounts received fh@se three sources in particular may vary subatgrfrom year to year and quarter to
quarter depending on the frequency and size oizegn events or net returns experienced by owgstment funds. Our available capital could
be adversely affected if there are prolonged psrafdew substantial realizations from our investirfeinds accompanied by substantial capital
calls for new investments from those investmentfumherefore, Blackstone’s commitments to our fuaek taken into consideration when
managing our overall liquidity and cash position.

Our current intention is to distribute to our commmamitholders substantially all of The Blackston@@® L.P.’s net after-tax share of our
annual Distributable Earnings in excess of amodatermined by our general partner to be necessapgpropriate to provide for the conduct of
our business, to make appropriate investmentsiifasiness and our funds, to comply with applicdde, any of our debt instruments or other
agreements, or to provide for future distributitm®ur unitholders for any ensuing quarter. Becausevill not know what our Distributable
Earnings will be for any fiscal year until the epfdsuch year, we expect that our first three quigrttistributions in respect of any given year \
be based on our anticipated annualized Net Feddgielzarnings. As such, the distributions for thstfihree quarters may be smaller than the
final quarterly distribution in respect of such yea/e expect to also reflect realized PerformaneesFand Allocations net of related
compensation and realized net investment incontieeirdetermination of the amount of the fourth geradistribution.

In most years the aggregate amounts of our digtoibsi to unitholders will not equal our Distributalicarnings for that year. Distributable
Earnings will only be a starting point for our deténation of the amount to
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be distributed to unitholders because as notedegbo\determining the amount to be distributed vilesubtract from Distributable Earnings any
amounts determined by our general partner to bessacy or appropriate to provide for the condudwfbusiness, to make appropriate
investments in our business and our funds, to cpnvjih applicable law, any of our debt instrumeatther agreements, or to provide for fu
distributions to our unitholders for any ensuingudar.

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

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 diofjs Partnership Units. Under this unit repurchegram, units may be repurchased
from time to time in open market transactions, ringtely negotiated transactions or otherwise. fiiméng and the actual number of Blackstone
common units and Blackstone Holdings PartnershigsUapurchased will depend on a variety of fagtimsluding legal requirements, price and
economic and market conditions. This unit repurel@®gram may be suspended or discontinued atmeyaind does not have a specified
expiration date. During the nine months ended Seipée 30, 2010, we repurchased a combination of884v@sted and unvested Blackstone
Common Units and Blackstone Holdings Partnershijid s part of the unit repurchase program forta tost of $1.2 million. As of Septemkt
30, 2010, the amount remaining available for repases was $338.3 million under this program.

We may under certain circumstances use leveragerymstically and over time to create the mosicefht capital structure for
Blackstone and our public common unitholders, idilg through the issuance of debt securities. ASegftember 30, 2010, we had total
partners’ capital of $7.1 billion, including $1.0lion in cash, $927.7 million invested in Blackatss Treasury cash management strategies,
$283.1 million invested in liquid Blackstone Furatsl $1.4 billion invested in illiquid Blackstoners, against just under $1.0 billion in
borrowings from our 2009 and 2010 bond issuances.

Our private equity funds, real estate funds andi$usf hedge funds have not historically utilizestantial leverage at the fund level other
than for short-term borrowings between the datermoihvestment and the receipt of capital from thesting fund’s investors. Our carry funds
make direct or indirect investments in companies thilize leverage in their capital structure. Tegree of leverage employed varies among
portfolio companies.

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

Critical Accounting Policies

We prepare our Condensed Consolidated Financitdr8éats in accordance with accounting principlesegally accepted in the United
States. In applying many of these accounting ppiesi we need to make assumptions, estimates gndgments that affect the reported
amounts of assets, liabilities, revenues and exgseinsour consolidated financial statements. We bbas estimates and judgments on historical
experience and other assumptions that we belie/esasonable under the circumstances. These assom@stimates and/or judgments,
however, are often subjective. Actual results maytiected negatively based on changing circumstartactual amounts are ultimately
different from our estimates, the revisions arduded in our results of operations for the perioavhich the actual amounts become known. We
believe the following critical accounting policiesuld potentially produce materially different résuf we were to change underlying
assumptions, estimates and/or judgments. (SeeN68mmary of Significant Accounting Policies” tine “Notes to the Condensed
Consolidated Financial Statements” in “Part I. Iténfinancial Statements” of this filing.)
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Principles of Consolidatior

The Partnership consolidates all entities thatiittimls through a majority voting interest or otliese, including those Blackstone Funds in
which the general partner is presumed to have abtthough the Partnership has a minority inteieghe Blackstone Holding partnerships,
limited partners do not have the right to dissdhe partnerships or have substantive kick out sigintparticipating rights that would overcome
the presumption of control by the Partnership. Adowly, the Partnership consolidates Blackstonédidgs and records non-controlling
interests to reflect the economic interests oflithéed partners of Blackstone Holdings.

In addition, the Partnership consolidates all uadanterest entities (“VIE”) in which it is the iprary beneficiary. An enterprise is
determined to be the primary beneficiary if it roklcontrolling financial interest. A controllinipéncial interest is defined as (a) the power to
direct the activities of a variable interest enthgt most significantly impacts the entity’s buesna, and (b) the obligation to absorb losses of the
entity or the right to receive benefits from theityrthat could potentially be significant to thanable interest entity. The revised consolidation
rules require an analysis to (a) determine whedhegntity in which the Partnership holds a variabierest is a variable interest entity, and
(b) whether the Partnership’s involvement, throhighding interests directly or indirectly in the #ntor contractually through other variable
interests (e.g., management and performance refiesy, would give it a controlling financial ingst. Performance of that analysis requires the
exercise of judgment. Where the variable interasities have qualified for the deferral of the ®d consolidation rules as discussed in Note 2.
“Summary of Significant Accounting Policies, Recémacounting Pronouncements” in the “Notes to CorsgeihConsolidated Financial
Statements” in “Part I. Item 1. Financial Staters&rthe analysis is based on previous consolidatites. These rules require an analysis to
(a) determine whether an entity in which the Padinip holds a variable interest is a variable e¢eentity, and (b) whether the Partnership’s
involvement, through holding interests directlyirdirectly in the entity or contractually througther variable interests (e.g., management and
performance related fees), would be expected torhles majority of the variability of the entity. der both guidelines, the Partnership
determines whether it is the primary beneficianaofIE at the time it becomes involved with a vhalginterest entity and reconsiders that
conclusion continuously. In evaluating whetherBaetnership is the primary beneficiary, Blackstemaluates its economic interests in the el
held either directly by the Partnership or indihgthrough employees. The consolidation analysisgenerally be performed qualitatively;
however, if it is not readily apparent that thetRarship is not the primary beneficiary, a quatitimanalysis may also be performed. Investn
and redemptions (either by the Partnership, affiiaof the Partnership or third parties) or amemits® the governing documents of the
respective Blackstone Fund could affect an entstesus as a VIE or the determination of the printemeficiary. At each reporting date, the
Partnership assesses whether it is the primaryfioearg and will consolidate or deconsolidate actiogly.

Revenue Recognitio

Revenues primarily consist of management and advises, performance fees and allocations, investimeome, interest and dividend
revenue and other.

Please refer to “Part I. Item 1. Business — Ina@nfirrangements / Fee Structure” in our 2009 Aniggbort on Form 10-K for additional
information regarding the manner in which Base Mpmaent Fees and Performance Fees and Allocatiergeaerated.

Management and Advisory FeesManagement and Advisory Fees are comprised obgement fees, including base management fees,
transaction and other fees, management fee redsciiod offsets, and advisory fees.

The Partnership earns base management fees fratedipartners of funds in each of its managed fuatia fixed percentage of assets
under management, net asset value, total assetsyitied capital or invested
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capital. Base management fees are based on camtréetms specified in the underlying investmentisaty agreements. The range of
management fee rates and the calculation basevitioh they are earned are as follows:
On private equity, real estate, and certain credé@nted funds:
e 1% to 2% of committed capital during the commitmpeeatiod,
* 0.75% to 1.5% of invested capital subsequent tonrestment period for private equity and real estands, ant
* 1% to 1.5% of invested capital for certain credieoted funds

On credit-oriented funds structured like hedge fund
* 0.75% to 2% of net asset vall

On credit-oriented funds separately managed acsount
* 0.5% to 1.5% of net asset vall

On funds of hedge funds and separately managediaiscmvested in hedge funds:
e 0.65% to 1.5% of assets under managen

On CDO and CLO vehicles:
* 0.40% 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 portfolio companlde investment advisory agreem:
generally require that the investment advisor redhe amount of management fees payable by thtetinpiartners to the Partnership
(*management fee reduction”) by an amount equal portion of the transaction and other fees diygudiid to the Partnership by the portfolio
companies. The amount of the reduction varies by fthe type of fee paid by the portfolio company #ée previously incurred expenses of the
fund.

Management fee offsets are reductions to managei@enpayable by our limited partners, which aentgd based on the amount of
expense incurred by our limited partnership focptaent fees.

Advisory fees consist of advisory retainer andeantion-based fee arrangements related to memggrisition, restructuring and
divestiture activities and fund placement servioeslternative investment funds. Advisory retaifegs are recognized when services for the
transactions are complete, in accordance with tegh$orth in individual agreements. Transactioeduafees are recognized when (a) there is
evidence of an arrangement with a client, (b) adjtggon services have been provided, (c) fees wed fir determinable and (d) collection is
reasonably assured. Fund placement fees are reeogas earned upon the acceptance by a fund dékaptapital commitments.

Accrued but unpaid Management and Advisory Fedsfrraanagement fee reductions, as of the repodatg, are included in Accounts
Receivable or Due From Affiliates in the Conden€axhsolidated Statements of Financial Condition.

Performance Fees and AllocationsRerformance fees earned on the performance of 8ac&’'s hedge fund structures are recognized
based on fund performance during the period, stibjethe achievement of
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minimum return levels, or high water marks, in ademce with the respective terms set out in eadigdéund’s governing agreements. Accrued
but unpaid performance fees charged directly testors in Blackstone’s offshore hedge funds ak@fe¢porting date are recorded within Due
from Affiliates in the Condensed Consolidated Staats of Financial Condition. Performance feesragisn Blackstone’s onshore hedge funds
are allocated to the general partner. Accrued bpaid performance fees on onshore funds as oftarting date are reflected in Investments in
the Condensed Consolidated Statements of Fina@oiadlition.

In certain fund structures, specifically in privaiguity, real estate and certain credit-orientealfu(“Carry Funds”), performance fees
(“Carried Interest”) are allocated to the genegatiper based on cumulative fund performance to, datgect to a preferred return to limited
partners. Carried Interest allocations range batvi®8o and 20% of fund appreciation. At the endawtereporting period, the Partnership
calculates the Carried Interest that would be dube Partnership for each fund, pursuant to the igreements, as if the fair value of the
underlying investments were realized as of such,daespective of whether such amounts have besized. As the fair value of underlying
investments varies between reporting periods,niesessary to make adjustments to amounts recasi€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 beHasgthe amount previously recognized as revemselting in a negative adjustment to Carried
Interest allocated to the general partner. In eaelmario, it is necessary to calculate the Catritmtest on cumulative results compared to the
Carried Interest recorded to date and make theregpositive or negative adjustments. The Partiprseases to record negative Carried
Interest allocations once previously recognizedi€drnterest allocations for such fund have begly feversed. The Partnership is not
obligated to pay guaranteed returns or hurdlestlaer@fore cannot have negative Carried Interest the life of a fund. Accrued but unpaid
Carried Interest as of the reporting date is rédldén Investments in the Condensed Consolidatett®ents of Financial Condition.

Carried Interest is realized when an underlyingstinent is profitably disposed of and the fundsialative returns are in excess of the
preferred return. Performance fees earned on Hedgestructures are realized at the end of eacti’ $umeasurement 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 suehaticrual for potential repayment of previouslyereed performance fees and allocations,
which is a component of Due to Affiliates, represeail amounts previously distributed to Blackstéfwdings and non-controlling interest
holders that would need to be repaid to the Blarlestunds if the Blackstone Carry Funds were tigédated 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 &uimed, depending on the fund.

Investment Income (Loss} Investment Income (Loss) represents the unrehbre realized gains and losses on the Partnesghipicipa
investments, including its investments in Blackstéunds that are not consolidated, its equity netheestments, and other principal
investments. Investment Income (Loss) is realizedmthe Partnership redeems all or a portion afitestment or when the Partnership rece
cash income, such as dividends or distributiomsnfits noneonsolidated funds. Unrealized Investment Inconas$l). results from changes in
fair value of the underlying investment as weltlees reversal of unrealized gain (loss) at the iménvestment is realized.

Interest and Dividend Revenge Interest and Dividend Revenue comprises primamiigrest and dividend income earned on principal
investments held by Blackstone.

Other Revenue- Other Revenue comprises primarily foreign excleaggins and losses arising on transactions denéedi@currencies
other than U.S. dollars.
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Expenses

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

Compensation and Benefits — Base Compensatid@ase compensation and benefits consists of (@)ame compensation, comprising
salary and bonus, and benefits paid and payaldenfloyees, including senior managing directors(@@quity-based compensation associated
with the grants of equity-based awards to employieetiding senior managing directors.

Equity-Based Compensation Gempensation cost relating to the issuance of shased awards to senior management and employees is
measured at fair value at the grant date, takitgdonsideration expected forfeitures, and expensed the vesting period on a straight line
basis. Equity-based awards that do not requiredigarvice are expensed immediately. Cash setjaidyebased awards are classified as
liabilities and are re-measured at the end of eephbrting period.

Compensation and Benefits — Performance Fee Relat®érformance fee related compensation and bemefitsists of Carried Interest
and performance fee allocations to employees, dictusenior managing directors, participating irt@ie profit sharing initiatives. Employees
participating in such initiatives are allocatedeatain portion of Carried Interest and performafees allocated to the general partner under
performance fee allocations (see “Revenue RecagrijtiSuch compensation expense is recognizedeisdéime manner as Carried Interest and
performance fee allocations and is subject to po#itive and negative adjustments as a resultafgés 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 factorgluding the type of financial instrument, the
characteristics specific to the financial instrutn@md the state of the marketplace, including ttistence and transparency of transactions
between market participants. Financial instrumeuitis readily available quoted prices in active neskgenerally will have a higher degree of
market price observability and a lesser degreaddment used in measuring fair value.

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

» Level | —Quoted prices are available in active marketsdentical financial instruments as of the reportiiage. The type of financi
instruments in Level | include listed equities disted derivatives. The Partnership does not adhestjuoted price for these
investments, even in situations where Blackstoridsw large position and a sale could reasonalghaanthe quoted pric

» Level Il — Pricing inputs are other than quotedps in active markets, which are either directlyndirectly observable as of the
reporting date, and fair value is determined thiothge use of models or other valuation methodokdtnancial instruments which
are generally included in this category includepooate bonds and loans, less liquid and restrietgdty securities, certain over-the-
counter derivatives where the fair value is basedlzservable 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

» Level lll — Pricing inputs are unobservable for firancial instruments and includes situations etteere is little, if any, market
activity for the financial instrument. The inputga the determination of fair value require sigeafit management judgment or
estimation. Financial instruments that are incluitetthis category generally include general andtéohpartnership interests in
private equity and real estate funds, cl-oriented funds, distressed debt and-investment grade residual intere
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in securitizations, collateralized loan obligatipoertain over the counter derivatives where tlireviue is based on unobservable
inputs and certain funds of hedge funds which &tesset value per share to determine fair valuehinh Blackstone may not have
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 vatuer within three months of, the reporting déasn investee fund manager has the
ability to limit the amount of redemptions, andibe ability to side-pocket investments, irrespexti¥ whether such ability has been
exercised

In certain cases, the inputs used to measuredaievnay 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 finangiatrument is based on the lowest level of
input that is significant to the fair value measnest. The Partnership’s assessment of the signdeaf a particular input to the fair value
measurement in its entirety requires judgment amsiders factors specific to the financial instraime

In certain cases, debt and equity securities dresdaon the basis of prices from an orderly tratisadetween market participants provi
by reputable dealers or pricing services. In deit@mg the value of a particular investment, pricsggvices may use certain information with
respect to transactions in such investments, goaotfrom dealers, pricing matrices, market tratisas in comparable investments and various
relationships between investments.

In the absence of observable market prices, Blankstalues its investments using valuation methaggles applied on a consistent basis.
For some investments little market activity mayséxinanagement’s determination of fair value isithased on the best information available in
the circumstances, and may incorporate managemewti assumptions and involves a significant degféedgment, taking into consideratio
combination of internal and external factors, inlihg the appropriate risk adjustments for non-penénce and liquidity risks. Investments for
which market prices are not observable includegteiinvestments in the equity of operating companizal estate properties or certain funds of
hedge funds. The valuation technique for eachedetinvestments is described below:

Private Equity Investments Fhe fair values of private equity investments agtetmined by reference to projected net earniraysirgs
before interest, taxes, depreciation and amortimgfiEBITDA”), the discounted cash flow method, fiabmarket or private transactions,
valuations for comparable companies and other nmeasuhich, in many cases, are unaudited at ther@omived. Valuations may be derived by
reference to observable valuation measures for ecafe companies or transactions (e.g., multiplghgy performance metric of the investee
company such as EBITDA by a relevant valuation ipldtobserved in the range of comparable compani¢mnsactions), adjusted by
management for differences between the investmahttee referenced comparables, and in some ingtdoyceeference to option pricing models
or other similar methods. Private equity investraenay also be valued at cost for a period of tifter an acquisition as the best indicator of
value.

Real Estate Investments Fre fair values of real estate investments areraied by considering projected operating cash $losales of
comparable assets, if any, and replacement cosiegother measures. The methods used to estinefaittvalue of real estate investments
include the discounted cash flow method and/ortelipation rates (“cap rates”) analysis. Valuatiomsy be derived by reference to observable
valuation measures for comparable companies otsagsg., multiplying a key performance metric lod investee company or asset, such as
EBITDA, by a relevant valuation multiple observediie range of comparable companies or transagtiadgisted by management for
differences between the investment and the refecenomparables, and in some instances by refeterag@ion pricing models or other similar
methods. Additionally, where applicable, projectistributable cash flow through debt maturity veilso be considered in support of the
investment’s carrying value.

Funds of Hedge Funds- Blackstone Funds’ direct investments in funddedge funds (“Investee Funds”) are valued at rettaslue
(“NAV”) per share of the Investee Fund. If the Parship determines, based on its
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own due diligence and investment procedures, tat Ner share does not represent fair value, thénBeghip will estimate the fair value in
good faith and in a manner that it reasonably cesois accordance with its valuation policies.

Credit-Oriented Investments- The fair values of credit-oriented investments generally determined on the basis of prices batwe
market participants provided by reputable dealerwicing services. In some instances, Blackstoag atilize 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 Accountingdgulinvestment Companies
and reflect their investments, including majorityreed and controlled investments (the “Portfolio @amies”), at fair value. Blackstone has
retained the specialized accounting for the codat#d Blackstone Funds. Thus, such consolidatedsfunvestments are reflected in
Investments on the Condensed Consolidated StateroERtnancial Condition at fair value, with uniigall gains and losses resulting from
changes in fair value reflected as a componentatf®ains (Losses) from Fund Investment Activitieshie Condensed Consolidated Statements
of Operations. Fair value is the amount that wdiddeceived to sell an asset or paid to transfiebdity, in an orderly transaction between
market participants at the measurement date tfie exit price).

Blackstone’s principal investments are presentddiavalue with unrealized appreciation or depagéion and realized gains and losses
recognized in the Condensed Consolidated Staternéfiperations within Investment Income (Loss).

For certain instruments, the Partnership has aldbie fair value option. Such election is irrevdeadnd is applied on an investment by
investment basis at initial recognition. The Padhg has applied the fair value option for certasins and receivables and certain investments
in private debt and equity securities. Loans extelno third parties are recorded within Accountsdeble within the Condensed Consolidated
Statements of Financial Condition. Debt and egsgtyurities for which the fair value option has bekatted are recorded within Investments.
The methodology for measuring the fair value ofrsinvestments is consistent with the methodologyliad to private equity, real estate and
funds of hedge funds investments. Changes in thedhue of such instruments are recognized in $ttvent Income (Loss) in the Condensed
Consolidated Statements of Operations. Interesinigecon interest bearing loans and receivables ebtisgcurities on which the fair value op
has been elected is based on stated coupon ratssegidfor the accretion of purchase discountstaadmortization of purchase premiums. This
interest income is recorded within Interest andid®nd Revenue.

In addition, the Partnership has elected the falwer option for the assets and liabilities of daraLO vehicles that are consolidated as of
January 1, 2010, as a result of the initial adoptibrevised consolidation rules for variable ietrentities. The transition adjustment resulting
from the difference between the fair value of asset liabilities on the effective date is presémtéthin the Condensed Consolidated Statement
of Financial Condition as Appropriated PartneZapital. Assets of the consolidated CLOs are ptesenithin Investments within the Conden
Consolidated Statements of Financial Condition, laadilities of the consolidated CLOs are presemtiin Loans Payable for the amounts
to unaffiliated third parties and Due to Affiliatés the amounts held by affiliates. Changes inféievalue of consolidated CLO assets and
liabilities and related interest, dividend and otileome subsequent to adoption are presentednalitht Gains (Losses) from Fund Investment
Activities and are attributable to Non-Controllifrgerests in Consolidated Entities in the ConderGedsolidated Statements of Operations.
Further disclosure on instruments for which the ¥alue option has been elected is presented ie RotFair Value Option” in the “Notes to the
Condensed Consolidated Financial Statements” int IPHem 1. Financial Statements” of this filing.
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Intangibles and Goodwill

Blackstone’s intangible assets consist of contedaights 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 strdightbasis over their estimated useful lives,
ranging from 5 to 20 years, reflecting the contattives of such funds. The Partnership does otat &ny indefinite-lived intangible assets.

Goodwill comprises goodwill arising from the Reangaation of the Partnership in 2007 and the actjaisiof GSO in 2008.

The carrying value of goodwill was $1.7 billion @sSeptember 30, 2010 and December 31, 2009. liitiesgand goodwill are reviewed
for impairment at least annually, or more frequeifttircumstances indicate impairment may haveuoa. No indicators of impairment have
been identified during the nine months ended SelpéerB0, 2010.

We test goodwill for impairment at the operatingreent level (the same as our segments). Managemsrdrganized the firm into four
operating segments. All of the components in eagment have similar economic characteristics antagement makes key operating decis
based on the performance of each segment. Thereferbelieve that operating segment is the appaiteoreporting level for testing the
impairment of goodwill. In determining fair valuerfeach of our segments, we utilize a discountsti iaw methodology based on the adjusted
cash flows from operations for each segment. Wiebwelthis method provides the best approximatiofainfvalue. In calculating the discounted
cash flows, we begin with the adjusted cash flawmfoperations of each segment. We then deterrhamenbst likely growth rate by operating
segment for each of the next four years and assut@eminal value by segment. We do not apply arobptemium. The discounted cash flow
analysis includes the Blackstone issued notes amdwings under the revolving credit facility, ifiya, and includes an allocation of interest
expense to each segment for the unused commitmertrf Blackstone’s revolving credit facility. Weews discount rate that reflects the
weighted average cost of capital adjusted for idlesrinherent in the future cash flows.

In 2009 and 2008, Blackstone utilized a similacdimted cash flow model, as described above, tmappate the fair value of each of its
segments.

Off-Balance Sheet Arrangements

In the normal course of business, we enter int@uaroff-balance sheet arrangements including spamgand owning limited or general
partner interests in consolidated and non-cons@iifunds, entering into derivative transactiomieeng into operating leases, and entering into
guarantee arrangements. We also have ongoing kepitenitment arrangements with certain of our céidated and non-consolidated
drawdown funds. We do not have any off-balance tslieangements that would require us to fund lossggiarantee target returns to investors
in our funds.

Further disclosure on our off-balance sheet arnanegs is presented in the “Notes to the Condenseddidated Financial Statements” in
“Part I. Item 1. Financial Statements” of thisrgi as follows:
* Note 6.“Derivative Financial Instrumer”,
* Note 9.Variable Interest Entiti¢’, and

* Note 16.“Commitments and Contingencies — Commitments, Qpegd_eases; — Commitments, Investment Commitmeand;, —
Contingencies, Guarante’.

Recent Accounting Developments

On January 1, 2010, the Partnership adopted guédasaed by the Financial Accounting Standards @(¢&ASB”) on issues related to
variable interest entities (“VIES”). The amendmesitmificantly affect the overall consolidation &yss, changing the approach taken by
companies in identifying which entities are VIEslan
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determining which party is the primary beneficiafre guidance requires continuous assessment oéplogting entity’s involvement with such
VIEs. The revised guidance also enhances the dis@aequirements for a reporting entity’s invohasrwith VIEs, including presentation on
the Condensed Consolidated Statements of Fina@oiadlition of assets and liabilities of consolidatdes which meet the separate presentation
criteria and disclosure of assets and liabilitesognized in the Condensed Consolidated StaternéRisancial Condition and the maximum
exposure to loss for those VIEs in which a repgrentity is determined to not be the primary besiafyy but in which it has a variable interest.
The guidance provides a limited scope deferrahfoFporting entity’s interest in an entity that nseal of the following conditions: (a) the entity
has all the attributes of an investment compamgefimed under AICPA Audit and Accounting Guideyestment Companie®r does not have

all the attributes of an investment company batnigntity for which it is acceptable based on itigugractice to apply measurement principles
that are consistent with the AICPA Audit and Acctiuig Guide, Investment Companies, (b) the reporéintity does not have explicit or implicit
obligations to fund any losses of the entity thaild potentially be significant to the entity, afo) the entity is not a securitization entity, dsse
backed financing entity or an entity that was forimeonsidered a qualifying special-purpose enfitiye reporting entity is required to perform a
consolidation analysis for entities that qualify fbe deferral in accordance with previously issgeitlance on variable interest entities.
Blackstone’s involvement with its funds is suchtthlhthree of the above conditions are met with éixception of certain CLO vehicles which
fail condition (c) above and certain funds in whielieraged employee interests in dedicated furel§i@anced by third parties with Blackstone
acting as an intermediary which fail condition éijove. Such employee funds are currently conseliblas it is concluded that Blackstone is the
primary beneficiary based on its implicit intereBhe incremental impact of the revised consolidatides has resulted in the consolidation of
certain CLO vehicles managed by Blackstone. Addélalisclosures relating to Blackstone’s involvemeith VIEs are presented in Note 9.
“Variable Interest Entities” in “Part I. Item 1.r&ncial Statements” of this filing.

In January 2010, the FASB issued guidance on impgodisclosures about fair value measurements.glidance requires additional
disclosure on transfers in and out of Levels | Ardir value measurements in the fair value hielngrand the reasons for such transfers. In
addition, for fair value measurements using sigaifii 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 arehsaits and transfers in and transfers out of
Level lll. The new guidance also requires enhardiedosures on the fair value hierarchy to disaggte disclosures by each class of assets and
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 interim@annual periods beginning after December 15,
2009, except for the disclosures about purchaséss,dssuances, and settlements in the roll fahwéactivity in Level Ill fair value
measurements, which are effective for fiscal ybaiginning after December 15, 2010. The Partnestigpted the guidance, excluding the
reconciliation of Level 1l activity, with the issunce of its March 31, 2010 financial statementsth&sguidance is limited to enhanced
disclosures, adoption did not have a material impadhe Partnership’s financial statements.

In April 2010, the FASB issued guidance on the aotiog for stock awards to employees of a foreigaration or employees whose pa
denominated in a currency other than the one irchvttie equity security trades. The guidance ciwithat share based payment awards with an
exercise price denominated in the currency of &etan which a substantial portion of the entitgtuity securities trade shall not be considered
to contain a condition that is not a market, perfance, or service condition. Such an award shabealassified as a liability if it otherwise
qualifies for equity classification. The guidanseeifective for fiscal years and interim periodslieg after December 15, 2010. Blackstone
makes share-based payment awards to employea®igrifmperations. The guidance is not expecteate la material impact on the
Partnership’s financial statements.

In July 2010, the FASB issued guidance to enharistireg disclosure requirements relating to thelitrquality of financing receivables
and the allowance for credit losses. The guidaageaires information on the
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credit quality of financing receivables and allowarior credit losses to be disaggregated by partB@gment and class of financing receivable.
The guidance also requires an entity to disclosditguality indicators, past due information, anddifications of financing receivables. The
guidance is effective for interim and annual rejpgrperiods ending on or after December 15, 20X0th& guidance is limited to enhanced
disclosures, adoption is not expected to have anmahtmpact on the Partnership’s financial statetse

Contractual Obligations, Commitments and Contingenies

The following table sets forth information relatitggour contractual obligations as of Septembe28a0 on a consolidated basis and on a

basis deconsolidating the Blackstone funds:

Contractual Obligations

Operating Lease Obligations |

Purchase Obligatior

Blackstone Issued Notes and Revolving Credit Rgdih)

Interest on Blackstone Issued Notes and RevolviregliC
Facility (c)

Blackstone Operating Entities Loan and Credit Faesl
Payable (d

Interest on Blackstone Operating Entities Loan @retit
Facilities Payable (e

Blackstone Funds Debt Obligations Payable

Interest on Blackstone Funds Debt Obligations Playa})

Blackstone Funds Capital Commitments to InvestewlE
(h)

Due to Certain Non-Controlling Interest Holders in
Connection with Tax Receivable Agreement:

Blackstone Operating Entities Capital Commitmeats t
Blackstone Funds and Other

Consolidated Contractual Obligatio

Blackstone Funds Debt Obligations Payabl¢

Interest on Blackstone Funds Debt Obligations Play@))

Blackstone Funds Capital Commitments to InvestewlE
(h)

Blackstone Operating Entities Contractual Obligadi

October 1, 2010 tc

December 31, 201 20132012 201:-2014 Thereafter Total
(Dollars in Thousands)
$ 14,47: $ 109,79 $ 96,55¢ $ 296,91¢ $ 517,74¢
4,87¢ 11,20¢ 1,78¢ 1,33¢ 19,20¢
— — — 1,000,00! 1,000,001
15,81: 126,50( 126,50( 329,74( 598,55
297 26,95¢ 7,097 — 34,35(
56 392 94 — 54z
— 10,94( 169,84t 6,478,08! 6,658,87.
22,961 183,50( 177,79 469,29¢ 853,55!
23,90¢ — — — 23,90+
— 58,48: 20,197 959,58. 1,038,26.
1,378,22. — — — 1,378,22.
1,460,59 527,77¢ 599,87! 9,534,96. 12,123,21
— (10,940 (169,84¢) (6,478,08)) (6,658,87)
(22,96)) (183,50() (177,79, (469,29¢) (853,55
(23,909 o o o (23,904
$ 1,413,73 $ 333,33¢ $ 252,23! $ 2,587,57! $ 4,586,88!

(@) We lease our primary office space under agrehat expire through 2024. In connection withaa lease agreements, we are
responsible for escalation payments. The contrbotlaation table above includes only guaranteéaimum lease payments for such
leases and does not project potential escalatiather lease-related payments. These leases astfiddd as operating leases for financial
statement purposes and as such are not recordiethiises on the Condensed Consolidated StatemefFinancial Condition. The
amounts are presented net of contractual sublesmsmitments
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(b)
(©

(d)
(e)

()
(9

(h)
@

0

Represents the principal amount due on thes846&nd 5.875% senior notes we issued. As of Segte8th 2010, we had no outstanding
borrowings under our revolve

Represents interest to be paid over the mgtafibur 6.625% and 5.875% senior notes and borrgsvunder our revolving credit facility
which has been calculated assuming no prepaymentsade and debt is held until its final maturigted These amounts exclude
commitment fees for unutilized borrowings under mwolver.

Represents borrowings for employee term faciliieggram and a capital asset facili

Represents interest to be paid over the matofithe related debt obligation which has beeowdated assuming no prepayments are made
and debt is held until its final maturity date. Théure interest payments are calculated usingabégirates in effect as of September 30,
2010, at spreads to market rates pursuant torthaeding agreements, and range from 1.11% to 1.

These obligations are those of the Blackstone Fimaitsding the consolidated CDO and CLO vehic

Represents interest to be paid over the mgtafithe related Blackstone Funds’ debt obligatiaich has been calculated assuming no
prepayments will be made and debt will be heldlitstifinal maturity date. The future interest pagmts are calculated using variable rates
in effect as of September 30, 2010, at spreadsati@hrates pursuant to the financing agreementsrange from 0.53% to 13.00%. The
majority of the borrowings are due on demand amgéwposes of this schedule are assumed to maithimwne year. Interest on the
majority of these borrowings rolls over into thénpipal balance at each reset di

These obligations represent commitments of thealmesed Blackstone Funds to make capital contidimgtto investee funds and portfc
companies. These amounts are generally due on deamahare therefore presented in the less thayesrecategory

Represents obligations by the Partnership’porate subsidiary to make payments under the TariRable Agreements to certain non-
controlling interest holders for the tax savingalimed from the taxable purchases of their intergstonnection with the reorganization at
the time of Blackstone’s initial public offering 2007 and subsequent purchases. The obligatioegepts the amount of the payments
currently expected to be made, which are deperatettie tax savings actually realized as determamedially without discounting for the
timing of the payments. As required by GAAP, theoamt of the obligation included in the Condensed<tdidated Financial Statements
and shown in Note 15. “Related Party Transactigas® “Part I. Item 1. Financial Statements”) ddfes reflect the net present value of the
payments due to certain r-controlling interest holder:

These obligations represent commitments byoysrovide general partner capital funding to thedRstone Funds, limited partner capital
funding to other funds and Blackstone principakistient commitments. These amounts are generalpidulemand and are therefore
presented in the less than one year category; henwvasubstantial amount of the capital commitmargsexpected to be called over the
next three years. We expect to continue to makeetiyeneral partner capital commitments as we aaidéional amounts for our
investment funds over tim

Guarantees

Certain of Blackstone’s consolidated real estatel$uguarantee payments to third parties in conmegtith the ongoing business activiti¢

and/or acquisitions of their Portfolio Companiebkefie is no direct recourse to the Partnershiplfil &uch obligations. To the extent that
underlying funds are required to fulfill guarantdsdigations, the Partnershgpinvested capital in such funds is at risk. Totaéstments at risk i
respect of guarantees extended by real estate fumes$4.9 million as of September 30, 2010.

Indemnifications

In many of its service contracts, Blackstone agteesdemnify the third party service provider undertain circumstances. The terms of

the indemnities vary from contract to contract gmelamount of indemnification liability, if any, maot be determined and has not been included
in the table above or recorded in our Condensed@tated Financial Statements as of Septembe2(B0).
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Clawback Obligations

For financial reporting purposes, the general magtinave recorded a liability for potential clawkabligations to the limited partners of
some of the carry funds due to changes in the lineglavalue of a fund’s remaining investments aretre the fund’s general partner has
previously received Carried Interest distributiovith respect to such fund’s realized investments.

The actual clawback liability, however, does natdrae realized until the end of a fund’s life exciptBlackstone’s real estate funds
which may have an interim clawback liability comeedafter a realized loss is incurred, dependintherfund. The lives of the carry funds witl
potential clawback obligation, including availalslentemplated extensions, are currently anticiptdexkpire at various points beginning toward
the end of 2012 and extending through 2018. Fuekt&msions of such terms may be implemented ugiden circumstances.

During the quarter ended September 30, 2010, thekBtone general partners paid an interim cashbelakvobligation of $16.2 million
relating to a real estate fund of which $13.7 millivas paid by Blackstone Holdings and $2.5 milligrcurrent and former Blackstone
personnel. During the nine months ended Septenthe2®.0, the Blackstone general partners paid tanifim cash clawback obligation of
$19.3 million relating to a real estate fund of eth$15.4 million was paid by Blackstone Holdings &3.9 million by current and former
Blackstone personnel. This amount relates to atimtclawback obligation owed to a real estate f{Sée Note 15. “Related Party
Transactions” and Note 16. “Commitments and Comtimuies” in the “Notes to the Condensed Consolideirdncial Statements” in “Part I.
Item 1. Financial Statements” of this filing.)
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

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

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

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

* In our capacity as advisor to certain of our credil marketable alternatives funds, we continuommipitor a variety of markets for
attractive trading opportunities, applying a numbiktraditional and customized risk management iteto analyze risk related to
specific assets or portfolios. In addition, we pari extensive credit and cash-flow analyses ofdveers, credit-based assets and
underlying hedge fund managers, and have exteasset management teams that monitor covenant amaplby, and relevant
financial data of, borrowers and other obligorseapool performance statistics, tracking of casjmpents relating to investments :
ongoing analysis of the credit status of investrae

Effect on Fund Management Fees

Our management fees are based on (a) third pacagifal commitments to a Blackstone Fund, (b)dtpiarties’ capital invested in a
Blackstone Fund or (c) the net asset value, or Néf\4 Blackstone Fund, as described in our Conade@smsolidated Financial Statements.
Management fees will only be directly affected hpid-term changes in market conditions to the exttezy are based on NAV or represent
permanent impairments of value. These managemesitfél be increased (or reduced) in direct praparto the effect of changes in the market
value of our investments in the related funds. pitportion of our management fees that are basédfdnis dependent on the number and
types of Blackstone Funds in existence and thesotistage of each fund’s life cycle. For the nirenths ended September 30, 2010,
approximately 32% of our fund management fees wased on the NAV of the applicable funds. As oft8eyber 30, 2009, approximately 29%
of our fund management fees were based on the NANeoapplicable funds or separately managed adsoun

Market Risk

The Blackstone Funds hold investments which arerted at fair value. Based on the fair value aSegftember 30, 2010, we estimate that
a 10% decline in fair value of the investments widudve the following effects: (a) management feesld/decrease by $44.3 million on an
annual basis, (b) performance fees and allocatimetsyf the related compensation expense, woultedse by $219.2 million, and (c) investm
income would decrease by $183.7 million. Basedcherfair value as of September 30, 2009, we estuirtai a 10% decline in fair value of the
investments would have the following effects: (@@magement fees would decrease by $34.5 milliomcmaual basis, (b) performance fees and
allocations, net of the related compensation exp&rmild decrease by $142.6 million, and (c) investincome would decrease by
$117.6 million.

Total assets under management, excluding undrapitataommitments and the amount of capital rafeedur CDOs and CLOs, by
segment, and the percentage amount classified\es LLeinvestments as defined
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within the fair value standards of GAAP, are: PrévRquity $24.4 billion (87% Level Ill), Real Esta$15.8 billion (94% Level Il1), and Credit
and Marketable Alternatives $41.5 billion (80% LENB, respectively. The fair value of our investmts and securities can vary significantly
based on a number of factors that take into corside the diversity of the Blackstone Funds’ inwesnt portfolio and on a number of factors
and inputs such as similar transactions, finamoetrics, and industry comparatives, among oth&ee (‘Part |, Item 1A. Risk Factors” in our
2009 Annual Report on Form 10-K. Also see “Paltdm 2. Management’s Discussion and Analysis ofRaial Condition and Results of
Operations — Critical Accounting Policies — Investmts, at Fair Value.”) We believe these estimasédvialue amounts should be utilized with
caution as our intent and strategy is to hold itmesits and securities until prevailing market ctinds are beneficial for investment sales.

Investors in all of our carry funds (and certairoaf credit-oriented funds) make capital commitrsentthose funds that we are entitled to
call from those investors at any time during pribsxt periods. We depend on investors fulfillingitt®mmitments when we call capital from
them in order for those funds to consummate investmand otherwise pay all their related obligatiatnen due, including management fees.
We have not had investors fail to honor capitalsda any meaningful extent and any investor tha@tt fund a capital call would be subject to
having a significant amount of its existing investrhforfeited in that fund. But if investors werefail to satisfy a significant amount of capital
calls for any particular fund or funds, those furdsild be materially and adversely affected.

Exchange Rate Risk

The Blackstone Funds hold investments that arerderaded in nond.S. dollar currencies that may be affected by muerts in the rate «
exchange between the U.S. dollar and non-U.S. dallaencies. Additionally, a portion of our managmnt fees are denominated in non-U.S.
dollar currencies. We estimate that as of Septeld®e2010, a 10% decline in the rate of exchangal dbreign currencies against the U.S.
dollar would have the following effects: (a) manamat fees would decrease by $9.1 million on an ahbasis, (b) performance fees and
allocations would decrease by $37.4 million, nethef related compensation expense and (c) invesimesme would decrease by $30.6 milli

As of September 30, 2009, we estimated that a 1€8tne in the rate of exchange against the U.Sadwlould have the following effects:
(a) management fees would decrease by $9.1 miioan annual basis, (b) performance fees and &ibosawould decrease by $36.6 million,
net of the related compensation expense and (egtment income would decrease by $19.2 million.

Interest Rate Risk

Blackstone has debt obligations payable that adateeest at variable rates. Additionally, we haweapped a portion of our 6.625% senior
notes into a variable rate instrument. Interes citanges may therefore affect the amount of istgrayments, future earnings and cash flows.
Based on our debt obligations payable as of Semge® 2010 and our outstanding interest rate swapgstimate that interest expense relating
to variable rates would increase by $5.0 millionaonannual basis, in the event interest rates tearerease by one percentage point.

Based on our debt obligations payable as of SemeBl 2009, we estimated that interest expenaénglto variable rate debt obligations
payable would have increased by $5.2 million omanual basis, in the event interest rates increlagehe percentage point.

Blackstone’s Treasury cash management strategiesste of a diversified portfolio of highly liquiaksets to meet the liquidity needs of
various businesses (the “Treasury Liquidity Poitf§)l This portfolio includes cash, open-ended monearket mutual funds, open-ended bond
mutual funds, marketable investment securitieg, ftanding derivative contracts, repurchase anetsewepurchase agreements. We estimate
that our investment income would decrease by $d#llbn, or 0.8% of the Treasury Liquidity Portfoliif interest rates
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were to increase by one percentage point. Thisavbeloffset by an estimated increase in interesinre of $7.8 million on an annual basis fr
interest on floating rate assets.

Credit Risk
Certain Blackstone Funds and the Investee Fundsudiject to certain inherent risks through thekestments.

The Treasury Liquidity Portfolio contains certamedit risks including, but not limited to, exposueeuninsured deposits with financial
institutions, unsecured corporate bonds and moetgpagked securities. These exposures are activaitoned on a continuous basis and
positions are reallocated based on changes impridke, market or economic conditions.

We estimate that our investment income would deerég $9.6 million, or 0.5% of the Treasury LigtydPortfolio, if credit spreads were
to increase by one percentage point.

Certain of our entities hold derivative instrumethtat contain an element of risk in the event thatcounterparties may be unable to meet
the terms of such agreements. We minimize oureiglosure by limiting the counterparties with whieh enter into contracts to banks and
investment banks who meet established credit apilatguidelines. We do not expect any counterptirtgefault on its obligations and theref
do not expect to incur any loss due to counterpdefault.

ITEM 4. CONTROLS AND PROCEDURES

We maintain “disclosure controls and procedures,Sich term is defined in Rules 13a-15(e) and Ed)lunder the Securities Exchange
Act of 1934 (the “Exchange Act”), that are designe@nsure that information required to be disddsg us in reports that we file or submit
under the Exchange Act is recorded, processed, swized and reported within the time periods spedifn Securities and Exchange
Commission rules and forms, and that such inforomais accumulated and communicated to our managemeluding our Chief Executive
Officer and Chief Financial Officer, as appropriateallow timely decisions regarding required ttisare. In designing disclosure controls and
procedures, our management necessarily was redqoiguply its judgment in evaluating the cost-bémefationship of possible disclosure
controls and procedures. The design of any discéosontrols and procedures also is based in part gprtain assumptions about the likelihood
of future events, and there can be no assurantarlyalesign will succeed in achieving its statedlg under all potential future conditions. Any
controls and procedures, no matter how well desigmel operated, can provide only reasonable assicfrachieving the desired objectives.

Our management, including our Chief Executive @ffiand Chief Financial Officer, evaluated the dffemess of our disclosure controls
and procedures pursuant to Rule 13a-15 under thibdage Act as of the end of the period coveredisyreport. Based on that evaluation, our
Chief Executive Officer and Chief Financial Offidesve concluded that, as of the end of the pereged by this report, our disclosure cont
and procedures (as defined in Rule 13a-15(e) uhe@sExchange Act) are effective at the reasonadsdarance level to accomplish their
objectives of ensuring that information we are iegglito disclose in reports that we file or subuaritler the Exchange Act is recorded, proces
summarized and reported within the time periodgifipe in Securities and Exchange Commission rated forms, and that such information is
accumulated and communicated to our managemeiigding our Chief Executive Officer and Chief FinaalOfficer, as appropriate, to allow
timely decisions regarding required disclosure.

No changes in our internal control over financedarting (as such term is defined in Rules 13a)E6(@l 15d—-15(f) under the Securities
Exchange Act) occurred during our most recent guatthat has materially affected, or is reasonéibdly to materially affect, our internal
control over financial reporting.
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PART Il OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

We may from time to time be involved in litigati@md claims incidental to the conduct of our busin&ur businesses are also subject to
extensive regulation, which may result in regulgfemoceedings against us. See “Item 1A. Risk Fatiarour 2009 Annual Report on Form 10-
K. We are not currently subject to any pendinggialj administrative or arbitration proceedingsttiva expect to have a material impact on our
consolidated financial statements.

In December 2007, a purported class of sharehoidgrsblic companies acquired by one or more pe\auity firms filed a lawsuit
against sixteen private equity firms and investniemtks, including The Blackstone Group L.P., inlthted States District Court in
Massachusetts. The suit alleges that from mid-2@88ndants have violated antitrust laws by allegedhspiring to rig bids, restrict the supply
of private equity financing, fix the prices for ¢@t companies at artificially low levels, and deridp an alleged market for private equity services
for leveraged buyouts. The complaint seeks injwectelief on behalf of all persons who sold se@sito any of the defendants in leveraged
buyout transactions. The amended complaint aldades five purported sub-classes of plaintiffs segklamages 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
be class actions on behalf of purchasers of comunds in Blackstone’s June 2007 initial public offey. These suits were subsequently
consolidated into one complaint filed in the SouthBistrict of New York in October 2008 against &tatone, Stephen A. Schwarzman
(Blackstone’s Chairman and Chief Executive OfficE®ter G. Peterson (Blackstone’s former Senioiir@tan), Hamilton E. James
(Blackstone’s President and Chief Operating Ofjieerd Michael A. Puglisi (Blackstone’s Chief Final®Officer at the time of the IPO). The
amended complaint alleged that (1) the IPO prosigests false and misleading for failing to discltss (a) certain investments made by
Blackstone’s private equity funds were performigy at the time of the IPO and were materiallpaired and (b) prior to the IPO the U.S.
real estate market had started to deteriorate raelyeaffecting the value of Blackstone’s real estavestments; and (2) the financial statements
in the IPO prospectus were materially inaccuratecgally because they overstated the value ofriliestments referred to in clause (1). In
September 2009 the District Court judge dismiskedcomplaint with prejudice, ruling that even igthllegations in the complaint were assumed
to be true, the alleged omissions were immateFiag plaintiffs have appealed the District Courtirg.

Blackstone believes that the foregoing suits atadljowithout merit and intends to defend them vimasly.

ITEM 1A. RISK FACTORS

For a discussion of our potential risks and undaaits, see the information under the heading “Miaktors”in our Annual Report on For
10-K for the year ended December 31, 2009 and iirsobsequently filed Quarterly Reports on Form 1@&Qof which are accessible on the
Securities and Exchange Commission’s website at wagvgov.

See Part I. Item 2. “Management’s Discussion andlysis of Financial Condition and Results of Opiersg — Business Environment” in
this report for a discussion of the conditionstia financial markets and economic conditions alfifigcour businesses. This discussion updates,
and should be read together with, the risk facttitled “Difficult market conditions can adversely affect dusiness in many ways, including
reducing the value or performance of the investserdde by our investment funds, reducing the glofitour investment funds to raise or
deploy capital and reducing the volume of the taatisns involving our financial advisory businesach of which could materially reduce our
revenue and cash flows and adversely affect oanfiral condition” in our Annual Report on Form 10fd¢ the year ended December 31, 2009.

The risks described in our Form 10-K and in ourssgfuently filed Quarterly Reports on Form 10-Qraotthe only risks facing us.
Additional risks and uncertainties not currentlyolam to us or that we currently deem to be immaltat&® may materially adversely affect our
business, financial condition and/or operating ltesu
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

In January 2008, the Board of Directors authorithedrepurchase of up to $500 million of Blackstenenmon units and Blackstone
Holdings Partnership Units. Under this unit rep@asd program, units may be repurchased in open triaaksactions, 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 us oupbehalf during the three months ended SepteB8Mhe2010. See “Part I. Item 1.
Financial Statements — Notes to Condensed Consetidéinancial Statements — Note 13. Net Loss Penr@on Unit” and “Part |. ltem 2.
Management’'s Discussion and Analysis of Financ@ahdtion and Results of Operations — Liquidity abapital Resources — Our Sources of
Cash and Liquidity Needs” for further informaticggarding this unit repurchase program.

As permitted by our policies and procedures govermiansactions in our securities by our directekgcutive officers and other
employees, from time to time some of these persmmsestablish plans or arrangements complying Ritle 10b5-1 under the Exchange Act,
and similar plans and arrangements relating tacoormon units and Holdings units.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
Not applicable.

ITEM 4. (REMOVED AND RESERVED)
ITEM 5. OTHER INFORMATION
None.
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ITEM 6. EXHIBITS

Exhibit
Number Exhibit Description
4.4 Second Supplemental Indenture dated as of Septe20b@010, among Blackstone Holdings Finance Co.Q., The
Blackstone Group L.P., Blackstone Holdings | LBlgckstone Holdings Il L.P., Blackstone HoldingsLIP., Blackstone
Holdings IV L.P. and The Bank of New York Mellors austee (incorporated herein by reference tol&i#i2 to the
Registrar’'s Current Report on Forn-K (File No. 00:-33551) filed with the SEC on September 22, 20
4.5 Form of 5.875% Senior Note due 2021 (included ihikix 4.4 hereto)
10.6.1 Amended and Restated Exchange Agreement, datdodNms/ember 2, 2010, among The Blackstone Group, BRckstone
Holdings | L.P., Blackstone Holdings Il L.P., Blat&ne Holdings Il L.P., Blackstone Holdings IV L&hd the Blackstone
Holdings Limited Partners party there
31.1 Certification of the Chief Executive Officer pursuido Rule 13-14(a).
31.2 Certification of the Chief Financial Officer pursuao Rule 13-14(a).
32.1 Certification of the Chief Executive Officer pursuao 18 U.S.C. Section 1350, as adopted pursoadéettion 906 of the
Sarbane-Oxley Act of 2002 (furnished herewitt
32.2 Certification of the Chief Financial Officer purguado 18 U.S.C. Section 1350, as adopted pursoaséttion 906 of the
Sarbane-Oxley Act of 2002 (furnished herewitt
101.INS* XBRL Instance Documen
101.sCH’ XBRL Taxonomy Extension Schema Documg
101.CAL* XBRL Taxonomy Extension Calculation Linkbase Docuntn
101.DEF* XBRL Taxonomy Extension Definition Linkbase Docurhe
101.LAB* XBRL Taxonomy Extension Label Linkbase Docums
101.PRE? XBRL Taxonomy Extension Presentation Linkbase Doentr

* XBRL (Extensible Business Reporting Languagebdiniation is furnished and not filed for purpose$ettions 11 and 12 of the Securities
Act of 1933 and Section 18 of the Securities Exgeafict of 1934

The agreements and other documents filed as eghibthis report are not intended to provide fddfarmation or other disclosure other
than with respect to the terms of the agreementshar documents themselves, and you should npbrethem for that purpose. In particular,
any representations and warranties made by ussetagreements or other documents were made salkig the specific context of the
relevant agreement or document and may not desitrébactual state of affairs as of the date thereweade or at any other time.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Registhas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

Date: November 5, 2010
The Blackstone Group L.P.

By: Blackstone Group Management L.L.!
its general partne

/sl LAURENCEA. T osI
Name: Laurence A. Tosi
Title: Chief Financial Officer
(Principal Financial Officer and Authorized Signatory)
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Exhibit 10.6.1
AMENDED AND RESTATED EXCHANGE AGREEMENT

AMENDED AND RESTATED EXCHANGE AGREEMENT (the “ Agement’), dated as of November 2, 2010, among The
Blackstone Group L.P., Blackstone Holdings | LBlackstone Holdings Il L.P., Blackstone HoldingsLIP., Blackstone Holdings IV L.P., and
the Blackstone Holdings Limited Partners from titoéime party hereto.

WHEREAS, the parties hereto desire to provide ieréxchange of certain Blackstone Holdings Parritdnits for Common Unit:
on the terms and subject to the conditions seh foetrein;

WHEREAS, the right to exchange Blackstone HoldiRgstnership Units set forth in Section 2.1(a) belomce exercised, represents
a several, and not a joint and several, obligatiotme Blackstone Holdings Partnerships (@r@aratabasis), and no Blackstone Holdings
Partnership shall have any obligation or rightdquare Blackstone Holdings Partnership Units issoypdnother Blackstone Holdings
Partnership;

NOW, THEREFORE, in consideration of the mutual awwgts and undertakings contained herein and fod god valuable
consideration, the receipt and sufficiency of whach hereby acknowledged, the parties hereto hexgtee as follows:
ARTICLE |
DEFINITIONS

SECTION 1.1. Definitions

The following definitions shall be for all purposesiless otherwise clearly indicated to the cogtrapplied to the terms used in this
Agreement.

“ A Exchang€e’ has the meaning set forth in Section 2.1(a)(i)hid Agreement.
“ Agreement’ has the meaning set forth in the preamble of Agseement.
“ B Exchang€’ has the meaning set forth in Section 2.1(a)fixfithis Agreement.

“ Blackstone Holdings T means Blackstone Holdings | L.P., a limited parship formed under the laws of the State of Detaya
and any successor thereto.

“ Blackstone Holdings IT means Blackstone Holdings Il L.P., a limited petship formed under the laws of the State of Dataw
and any successor thereto.

“ Blackstone Holdings I/ll General Partiemeans Blackstone Holdings I/l GP Inc., a corparafiormed under the laws of the St
of Delaware and the general partner of Blackstoaklidgs | and Blackstone Holdings II, and any sissce general partner thereof.

“ Blackstone Holdings Il means Blackstone Holdings Il L.P., a sociét&cemmandite formed under the laws of the Province of
Québec, and any successor thereto.




“ Blackstone Holdings lll General Partriemeans Blackstone Holdings Il GP L.P., a limigartnership formed under the laws of the
State of Delaware, and the general partner of Blacle Holdings Ill, and any successor general pattrereof.

“ Blackstone Holdings IV means Blackstone Holdings IV L.P., a société enmandite formed under the laws of the Province oéleae.
and any successor thereto.

“ Blackstone Holdings IV General Partriemeans Blackstone Holdings IV GP L.P., a société@mmandite formed under the laws of the
Province of Québec and the general partner of Blacie Holdings IV, and any successor general paitieeeof.

“ Blackstone Holdings General Partnémmeans, collectively, Blackstone Holdings I/l Geal Partner, Blackstone Holdings Il General
Partner and Blackstone Holdings IV General Partner.

“ Blackstone Holdings Limited Partnémeans each Person that is as of the date oAtrieement or becomes from time to time a limited
partner of each of the Blackstone Holdings Partripsspursuant to the terms of the Blackstone HgisliRartnership Agreements.

“ Blackstone Holdings Partnership Agreeméhtseans, collectively, the Amended and RestatedteitnPartnership Agreement of
Blackstone Holdings I, the Amended and RestatedtkeoPartnership Agreement of Blackstone Holdirgthe Second Amended and Restated
Limited Partnership Agreement of Blackstone Holdimig and the Second Amended and Restated LimigethBrship Agreement of Blackstone
Holdings 1V, as they may each be amended, supplerden restated from time to time.

“ Blackstone Holdings Partnership Ufiineans, collectively, one unit of partnership et in each of Blackstone Holdings I, Blackstone
Holdings Il, Blackstone Holdings Ill and BlackstoHeldings IV, issued pursuant to their respectiV@cBstone Holdings Partnership
Agreements.

“ Blackstone Holdings Partnershipseans, collectively, Blackstone Holdings |, Blaténe Holdings Il, Blackstone Holdings Il and
Blackstone Holdings IV.

“ Business Day means each day that is not a Saturday, Sundather day on which banking institutions in New YoRNew York are
authorized or required by law to close.

“ Charity " means any organization that is organized and ogefat a purpose described in Section 170(c) ofibée (determined witha
reference to Section 170(c)(2)(A) of the Code) described in Sections 2055(a) and 2522 of the Code.

“ Code” means the Internal Revenue Code of 1986, as aetend

“ Common Unit” means a partnership interest in the Issuer repteyy a fractional part of the partnership intesés the Issuer of all
limited partners of the Issuer having the rightd ahligations specified with respect to Common Bitthe Issuer Partnership Agreement.
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“ Exchange Raté means the number of Common Units for which a B&&one Holdings Partnership Unit is entitled tceliehanged. On
the date of this Agreement, the Exchange Rate bball for 1, which Exchange Rate shall be subgeatddification as provided in Section 2.4.

“Issuer” means The Blackstone Group L.P., a limited paghip formed under the laws of the State of Delayvand any successor
thereto.

“ Insider Trading Policy means the Insider Trading Policy of the Issugsl@pble to the directors and executive officerit®fyeneral
partner, as such insider trading policy may be atadrirom time to time.

“Issuer Partnership Agreeménmeans the Amended and Restated Agreement of éihRiartnership of the Issuer dated as of June 27,
2007, as amended by Amendment No. 1, dated as\arlioer 3, 2009, and as such agreement of limitedgrahip may be further amended,
supplemented or restated from time to time.

“ Person” means an individual or a corporation, limitedblity company, partnership, joint venture, trussfate, unincorporated
organization, association (including any group,amigation, co-tenanacy, plan, board, council ormittee), government (including a country,
state, county, or any other governmental or palitstibdivision, agency or instrumentality theremfpther entity (or series thereof).

“ Quarter” means, unless the context requires otherwisiscalfquarter of the Issuer.

“ Quarterly Exchange Datemeans, unless the Issuer cancels such Quartedigeige Date pursuant to Section 2.9 hereof, tteetbat is
the later to occur of either: (1) the second Busdrieay after the date on which the Issuer makegbcnews release of its quarterly earnings
the prior Quarter or (2) the first day each Quatttat directors and executive officers of the Issugeneral partner are permitted to trade under
the Insider Trading Policy.

“ Sale Transactioh has the meaning set forth in Section 2.9 of &gseement.
“ Transfer Agent’ means such bank, trust company or other Persshalkbe appointed from time to time by the Isquasuant to the
Issuer Partnership Agreement to act as registidtransfer agent for the Common Units.
ARTICLE Il
EXCHANGE OF BLACKSTONE HOLDINGS PARTNERSHIP UNITS

SECTION 2.1. Exchange of Blackstone Holdings Raship Units.

(a) Subject to adjustment as provided in this Aetit, to the provisions of the Blackstone Holdir@grtnership Agreements and the
Issuer Partnership Agreement and to the provisidiBection 2.2 hereof, each Blackstone HoldingsitdchPartner shall be entitled to exchange
Blackstone Holdings Partnership Units held by sBidtkstone Holdings Limited Partner on any Quaytékchange Date as follows; provided
that any such exchange is for a




minimum of the lesser of 1,000 Blackstone HoldiRgstnership Units or all of the vested Blackstomédithgs Partnership Units held by such
Blackstone Holdings Limited Partner:

(i) For the purpose of making a gratuitous trantfeginy Charity, a Blackstone Holdings Limited Rartmay surrender Blackstone
Holdings Partnership Units to the Issuer in excleafog the delivery by the Issuer of a number of Gwn Units equal to the product of the
number of Blackstone Holdings Partnership Unitseswtered multiplied bthe Exchange Rate (such exchange, an “ A Exchgnge

(ii) A Blackstone Holdings Limited Partner may samder Blackstone Holdings Partnership Units toBlaekstone Holdings
Partnerships in exchange for the delivery by thecB$tone Holdings Partnerships of a number of Combiwits equal to the product of
such number of Blackstone Holdings Partnershipsgitrrendered multiplied lifie Exchange Rate (such exchange, a “ B Exchgnge

(b) On the date Blackstone Holdings PartnershigdJarie surrendered for exchange, all rights oettehanging Blackstone Holdings
Limited Partner as holder of such Blackstone HadiRartnership Units shall cease, and such examguBiackstone Holdings Limited Partner
shall be treated for all purposes as having bedabea®&ecord Holder (as defined in the Issuer PastigrAgreement) of such Common Units and
shall be admitted as a Limited Partner (as defingde Issuer Partnership Agreement) of the Issuaccordance and upon compliance with
Section 10.2 of the Issuer Partnership Agreement.

(c) For the avoidance of doubt, any exchange oflgine Holdings Partnership Units shall be suligtite provisions of the
Blackstone Holdings Partnership Agreements, inclgdvithout limitation the provisions of Section©8, 8.03 and 8.04.

SECTION 2.2. Exchange Proceduréa) A Blackstone Holdings Limited Partner may reiee the right to exchange Blackstone
Holdings Partnership Units set forth in Section(@)bove by providing a written notice of exchaagé&ast sixty (60) days prior to the
applicable Quarterly Exchange Date to: (i) in theecof an A Exchange, the Issuer substantiallgerfarm of Exhibit Ahereto, and (ii) in the
case of a B Exchange, each of the Blackstone Hgdd®eneral Partners substantially in the form dfikix B hereto, duly executed by such
holder or such holder’s duly authorized attorneyeispect of the Blackstone Holdings Partnershipgd.hoi be exchanged, in each case delivered
during normal business hours at the principal etteewffices of the Issuer or the Blackstone HotgirGeneral Partners, as applicable.

(b) As promptly as practicable following the sumlenfor exchange of Blackstone Holdings Partnerhijis in the manner provided
in this Article Il, the Issuer, in the case of arE&change, or the Blackstone Holdings Partnersimp$ie case of a B Exchange, shall deliver or
cause to be delivered at the principal executifiees of the Issuer or at the office of the Tranggent the number of Common Units issuable
upon such exchange, issued in the name of suctaeguty Blackstone Holdings Limited Partner.

(c) The Issuer, in the case of an A Exchange, ®Bllackstone Holdings Partnerships, in the caseBExchange, may adopt
reasonable procedures for the implementation oéfehange provisions set forth in this Articleitigluding, without limitation, procedures for
the giving of notice of an election for exchange.



SECTION 2.3._Blackout Periods and Ownership Ret#bns.

(a) Notwithstanding anything to the contrary, adkktone Holdings Limited Partner shall not be é&dito exchange Blackstone
Holdings Partnership Units, and the Issuer andlhekstone Holdings Partnerships shall have thet ttig refuse to honor any request for
exchange of Blackstone Holdings Partnership Ufitst any time or during any period if the Issoetthe Blackstone Holdings Partnerships ¢
determine, based on the advice of counsel (whichleanside counsel), that there may be materiatpublic information that may affect the
trading price per Common Unit at such time or dgisch period, (ii) if such exchange would be pbabd under applicable law or regulation,
or (iii) unless the general partner of the Issuewrjales its prior written consent, in the case @fedegory 1 Limited Partner, Category 2 Limited
Partner, Category 3 Limited Partner, Category 4itachPartner, or Category 5 Limited Partner (inreease as defined in the Blackstone
Holdings Partnership Agreements), if such BlackstBioldings Limited Partner, at the time of suchuesj for exchange, is, for U.S. federal
income tax purposes, a partner of the Issuer.

SECTION 2.4. Splits, Distributions and Reclassifions.

(a) The Exchange Rate shall be adjusted accordiftiigre is: (1) any subdivision (by split, di&wition, reclassification,
recapitalization or otherwise) or combination (byerse split, reclassification, recapitalizatiorotiterwise) of the Blackstone Holdings
Partnership Units that is not accompanied by antidal subdivision or combination of the Common tdnor (2) any subdivision (by split,
distribution, reclassification, recapitalizationatherwise) or combination (by reverse split, resification, recapitalization or otherwise) of the
Common Units that is not accompanied by an idehsichdivision or combination of the Blackstone Holgs Partnership Units. In the event ¢
reclassification or other similar transaction assult of which the Common Units are converted artother security, then a Blackstone Holdi
Limited Partner shall be entitled to receive upgohange the amount of such security that such Btadle Holdings Limited Partner would have
received if such exchange had occurred immedigtedy to the effective date of such reclassificatay other similar transaction. Except as may
be required in the immediately preceding sentemoe&djustments in respect of distributions shaliaele upon the exchange of any Blackstone
Holdings Partnership Unit.

SECTION 2.5. Common Units to be Issued.

(a) The Issuer covenants that if any Common Ueiglire registration with or approval of any goveemtal authority under any U.
federal or state law before such Common Units neisued upon exchange pursuant to this Articléndl Issuer shall use commercially
reasonable efforts to cause such Common Units thubyeregistered or approved, as the case mayteelssuer shall use commercially
reasonable efforts to list the Common Units requtoebe delivered upon exchange prior to such defiupon each national securities exchange
or inter-dealer quotation system upon which thetaunding Common Units may be listed or traded atithe of such delivery. Nothing
contained herein shall be construed to




preclude the Issuer or the Blackstone Holdingsreaship from satisfying their obligations in respefthe exchange of the Blackstone Holdings
Partnership Units by delivery of Common Units whaoke held in the treasury of the Issuer or the IBiEme Holdings Partnership or any of their
subsidiaries.

SECTION 2.6._Taxes.

(a) The delivery of Common Units upon exchange latBstone Holdings Partnership Units shall be maideout charge to the
Blackstone Holdings Limited Partners for any stasnpther similar tax in respect of such issuance.

SECTION 2.7. Restrictions.

(a) The provisions of Sections 8.02, 8.03 (othantparagraphs (a), (b) and (d)), 8.04 and 8.06eBlackstone Holdings Partners
Agreements shall apply, mutatis mutandis any Common Units issued upon exchange of Blacle Holdings Partnership Units; and the
provisions of paragraphs (b) and (d) of Sectior8&pthe Blackstone Holdings Partnership Agreemshgl permit Transfers of Common Units
issued upon exchange of Blackstone Holdings PattietJnits to the same extent as Exchange Traosectas defined in the Blackstone
Holdings Partnership Agreements) with respect sicB$tone Holdings Partnership Units may be perthitteder such provisions. In each case,
the provisions of Sections 8.03 and 8.04 of theBitone Holdings Partnership Agreements shall ajppilye aggregate to Blackstone Holdings
Partnership Units and Common Units received in arge for Blackstone Holdings Partnership Units tgl@éach Blackstone Holdings Limited
Partner or Limited Partner (as defined in the Is§tatnership Agreement) of the Issuer.

SECTION 2.8. Disposition of Common Units Issued.

(a) A Blackstone Holdings Limited Partner requegtam exchange under this Agreement covenants teeasenable best efforts to
sell or otherwise dispose of any Common Units resgtin such an exchange within ten (10) days ofé¢leeipt thereof or any other specified
period as the general partner of the Issuer detasrto be in the best interests of the Issuertlaatcho other Common Units will be acquired or
held by such Blackstone Holdings Limited Partnetirtyisuch period. Any Blackstone Holdings Limitedrther holding any Common Units on
the last day of such period shall cause all suami@on Units to be transferred immediately to a paship, trust or other entity (other than an
entity disregarded as an entity separate fromatsmt for United States federal income tax purposes

SECTION 2.9._Subsequent Offerings.

(a) The Issuer may from time to time provide theanunity for Blackstone Holdings Limited Partnéossell their Blackstone
Holdings Partnership Units to the Issuer, the Bs&mhke Holdings Partnerships or any of their subsiels (a “ Sale Transactid)y provided
that no Sale Transaction shall occur unless thestssancels the nearest Quarterly Exchange Dasglat#d to occur in the same fiscal year
of the Issuer as such Sale Transaction. A Blackstomited Partner selling Blackstone Holdings Parship Units in connection with a
Sale Transaction must provide notice to Issuegadtlthirty (30) days prior to the cash settlenoéistich Sale Transaction in respect of the
Blackstone Holdings Partnership Units to be




sold, in each case delivered during normal busihesss at the principal executive offices of theulsr. For the avoidance of doubt, the total
aggregate number of Quarterly Exchange Dates aledT®ansactions occurring during any fiscal yeathef Issuer shall not exceed four (4).

ARTICLE Il
GENERAL PROVISIONS

SECTION 3.1._Amendment(a) The provisions of this Agreement may be aredry the affirmative vote or written consent of:
(i) in the case of matters relating solely to A Banges, the Issuer and each of the Blackstone iggdd?artnerships and, after a Change of
Control (as such term as defined in the Blackstéolkelings Partnership Agreements), the holders tdadt a majority of the Vested Percentage
Interests (as such term as defined in the Blacksktoidings Partnership Agreements) of the holdéBlackstone Holdings Partnership Units
(excluding Blackstone Holdings Partnership Unitkil®y the Issuer and the Blackstone Holdings Gdrgaeners), and (ii) for all other matters,
each of the Blackstone Holdings Partnerships dftel, a Change of Control (as such term as defingteé Blackstone Holdings Partnership
Agreements), the holders of at least a majoritthefVested Percentage Interests (as such ternfiasdién the Blackstone Holdings Partnership
Agreements) of the Blackstone Holdings PartnerEhijis (excluding Blackstone Holdings Partnershipts/held by the Issuer and the
Blackstone Holdings General Partners).

(b) Each Blackstone Holdings Limited Partner herekgressly consents and agrees that, wheneveisiAgineement it is specified
that an action may be taken upon the affirmativie wo written consent of less than all of the Bioke Holdings Limited Partners, such action
may be so taken upon the concurrence of less thahthe Blackstone Holdings Limited Partners a@th Blackstone Holdings Limited Partner
shall be bound by the results of such action.

SECTION 3.2._Addresses and Noticesl notices, requests, claims, demands and atbermunications hereunder shall be in
writing and shall be given (and shall be deemeubtee been duly given upon receipt) by deliveryanspn, by courier service, by fax, by
electronic mail (delivery receipt requested) orrbgistered or certified mail (postage prepaid,meteceipt requested) to the respective parties at
the following addresses (or at such other addi@sa party as shall be as specified in a noticergin accordance with this Section 3.2):

(a) If to the Issuer, to:

345 Park Avenue

New York, New York 10154

Attention: Chief Legal Officer

Fax: (212) 583-5660

Electronic Mail: john.finley@blackstone.com

(b) If to Blackstone Holdings | L.P.
Blackstone Holdings Il L.P.
Blackstone Holdings Il L.P.



Blackstone Holdings IV L.P., to:

345 Park Avenue

New York, New York, 10154

Attention: Chief Legal Officer

Fax: (212) 583-5660

Electronic Mail: john.finley@blackstone.com

(c) If to any Blackstone Holdings Limited Partnter,

c/o The Blackstone Group L.P.

345 Park Avenue New York,

New York 10154

Attention: Chief Legal Officer

Fax: (212) 583-5660

Electronic Mail: john.finley@blackstone.com

SECTION 3.3._Further ActionThe parties shall execute and deliver all documeovide all information and take or refrainrfro
taking action as may be necessary or appropriadehieve the purposes of this Agreement.

SECTION 3.4._Binding EffectThis Agreement shall be binding upon and inurth&éobenefit of all of the parties and, to the akte
permitted by this Agreement, their successors, @oes, administrators, heirs, legal representatarasassigns.

SECTION 3.5._Severabilitylf any term or other provision of this Agreeménheld to be invalid, illegal or incapable of bgin
enforced by any rule of law, or public policy, ather conditions and provisions of this Agreemédrallsnevertheless remain in full force and
effect so long as the economic or legal substahteedransactions is not affected in any manneenwdly adverse to any party. Upon a
determination that any term or other provisiomigilid, illegal or incapable of being enforced, fiaaties hereto shall negotiate in good faith to
modify this Agreement so as to effect the originént of the parties as closely as possible irugually acceptable manner in order that the
transactions contemplated hereby be consummatedgasally contemplated to the fullest extent potesi

SECTION 3.6._IntegrationThis Agreement constitutes the entire agreemmoing the parties hereto pertaining to the subjextten
hereof and supersedes all prior agreements andstaddings pertaining thereto.

SECTION 3.7._Waiver No failure by any party to insist upon the stpetformance of any covenant, duty, agreement odition of
this Agreement or to exercise any right or remealysequent upon a breach thereof shall constituiteewaf any such breach of any other
covenant, duty, agreement or condition.



SECTION 3.8._Submission to Jurisdiction; Waivedofy Trial.

(a) Any and all disputes which cannot be settleitably, including any ancillary claims of any paréyrising out of, relating to or in
connection with the validity, negotiation, execuatiinterpretation, performance or non-performarfahis Agreement (including the validity,
scope and enforceability of this arbitration prasig shall be finally settled by arbitration conteat by a single arbitrator in New York in
accordance with the then-existing Rules of Arbigraiof the International Chamber of Commerce. & farties to the dispute fail to agree on the
selection of an arbitrator within thirty (30) daykthe receipt of the request for arbitration, bthiernational Chamber of Commerce shall make
the appointment. The arbitrator shall be a lawyef shall conduct the proceedings in the Englisguage. Performance under this Agreement
shall continue if reasonably possible during amjteation proceedings.

(b) Notwithstanding the provisions of paragraph {@}the case of matters relating to an A Exchattge)ssuer may bring, and in the
case of matters relating to a B Exchange, the Blacle Holdings Partnerships may cause any Black&dtimidings Partnership to bring, on
behalf of the Issuer or such Blackstone Holdingdreaship or on behalf of one or more Blackstonddihgs Limited Partners, an action or
special proceeding in any court of competent juctszh for the purpose of compelling a party toitieie, seeking temporary or preliminary
relief in aid of an arbitration hereunder, and/efogcing an arbitration award and, for the purpasfethis paragraph (b), each Blackstone
Holdings Limited Partner (i) expressly consentghm application of paragraph (c) of this Sectidht®.any such action or proceeding, (ii) agrees
that proof shall not be required that monetary dgasdor breach of the provisions of this Agreenveotild be difficult to calculate and that
remedies at law would be inadequate, and (iiivomably appoints the Issuer, in the case of mattdating to an A Exchange, or the Blackstone
Holdings Partnerships, in the case of mattersinglab a B Exchange, as such Blackstone Holdingsted Partner’'s agents for service of
process in connection with any such action or pedtey and agrees that service of process uponagertt, who shall promptly advise such
Blackstone Holdings Limited Partner of any suclvieer of process, shall be deemed in every resgixitive service of process upon the
Blackstone Holdings Limited Partner in any suchaacor proceeding.

(c) (i) EACH BLACKSTONE HOLDINGS LIMITED PARTNER HREBY IRREVOCABLY SUBMITS TO THE JURISDICTION
OF COURTS LOCATED IN NEW YORK, NEW YORK FOR THE PB®SE OF ANY JUDICIAL PROCEEDING BROUGHT IN
ACCORDANCE WITH THE PROVISIONS OF THIS SECTION 3@R ANY JUDICIAL PROCEEDING ANCILLARY TO AN
ARBITRATION OR CONTEMPLATED ARBITRATION ARISING OUTOF OR RELATING TO OR CONCERNING THIS AGREEMENT.
Such ancillary judicial proceedings include anyt,sattion or proceeding to compel arbitration, ldain temporary or preliminary judicial relief
in aid of arbitration, or to confirm an arbitratiaward. The parties acknowledge that the fora desggl by this paragraph (c) have a reasonable
relation to this Agreement, and to the partiesatiehship with one another.

(i) The parties hereby waive, to the fullest extparmitted by applicable law, any objection whibky now or hereafter may
have to personal



jurisdiction or to the laying of venue of any swatcillary suit, action or proceeding brought in &awrt referred to in the preceding
paragraph of this Section 3.8 and such partiesagpéeto plead or claim the same.

(d) Notwithstanding any provision of this Agreemémthe contrary, this Section 3.8 shall be corestrio the maximum extent
possible to comply with the laws of the State ofdbare, including the Delaware Uniform Arbitratidwet (10 Del. C. 8§ 5701 et seq.) (the “
Delaware Arbitration Act). If, nevertheless, it shall be determined byoart of competent jurisdiction that any provisiarmmrding of this
Section 3.8, including any rules of the InternaticBhamber of Commerce, shall be invalid or uneséable under the Delaware Arbitration Act,
or other applicable law, such invalidity shall motalidate all of this Section 3.8. In that cases tSection 3.8 shall be construed so as to limjt a
term or provision so as to make it valid or enfatde within the requirements of the Delaware Adiion Act or other applicable law, and, in-
event such term or provision cannot be so limitki, Section 3.8 shall be construed to omit suehlid or unenforceable provision.

SECTION 3.9._Counterpartshis Agreement may be executed and deliveredu@iig by facsimile transmission) in one or more
counterparts, and by the different parties henetgeparate counterparts, each of which when exg¢eung delivered shall be deemed to be an
original but all of which taken together shall ctitude one and the same agreement. Copies of ee@cotunterparts transmitted by telecopy or
other electronic transmission service shall be idemed original executed counterparts for purpasekis Section 3.9.

SECTION 3.10._Tax Treatment o the extent this Agreement imposes obligatigmen a particular Blackstone Holdings Partner
or a Blackstone Holdings General Partner, this Agrent shall be treated as part of the relevantiBtaoe Holdings Partnership Agreement as
described in Section 761(c) of the Code and Sestlon04-1(b)(2)(ii)(h) and 1.761(c) of the Treasury Regulations. As required l&y@ode an
the Treasury Regulations, the parties shall reaytB Exchange consummated hereunder as a taxablefBlackstone Holdings Partnership
Units by a Blackstone Holdings Limited Partner fadkstone Holdings I/1l General Partner, Blackstétwdings 11l General Partner or
Blackstone Holdings IV General Partner, as the caa&g be, and no party shall take a contrary pasitio any income tax return, amendment
thereof or communication with a taxing authority.

SECTION 3.11._Applicable LawThis Agreement shall be governed by, and condtim@ccordance with, the law of the State of
Delaware.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF, the parties have caused thiseAgent to be duly executed and delivered, alf éiseodate first set forth above.

THE BLACKSTONE GROUP L.F
By: Blackstone Group Management L.L.C., its genpeatner

By: /s/ John G. Finley
Name: John G. Finle
Title: Chief Legal Officel

BLACKSTONE HOLDINGS | L.P.
By: Blackstone Holdings I/l GP Inc., its generalrmer

By: /s/ John G. Finley
Name: John G. Finle
Title: Chief Legal Officel

BLACKSTONE HOLDINGS Il L.P.
By: Blackstone Holdings I/l GP Inc., its generalrmer

By: /s/ John G. Finley
Name: John G. Finle
Title: Chief Legal Officel

BLACKSTONE HOLDINGS Il L.P.

By: Blackstone Holdings Il GP L.P., its generaftpar
By: Blackstone Holdings Ill GP Management
L.L.C., its general partne

By: /s/ John G. Finley
Name: John G. Finle
Title: Chief Legal Officel

[Amended and Restated Exchange Agreement]



BLACKSTONE HOLDINGS IV L.P.

By: Blackstone Holdings IV GP L.P., its generaltpar
By: Blackstone Holdings IV GP Management
(Delaware) L.P., its general partr

By: Blackstone Holdings IV GP Management
L.L.C., its general partne

By: /s/ John G. Finley

Name: John G. Finle
Title: Chief Legal Officel

[Amended and Restated Exchange Agreement]



EXHIBIT A

[FORM OF]
NOTICE OF A EXCHANGE

The Blackstone Group L.P.

345 Park Avenue

New York, New York 1015:

Attention: Chief Legal Officer

Fax: (212) 583-5660

Electronic Mail: john.finley@blackstone.com

Reference is hereby made to the Amended and Regatdhange Agreement, dated as of November 2, gb&0' Exchange
Agreement), among The Blackstone Group L.P., Blackstoneditas | L.P., Blackstone Holdings Il L.P., BlackséoHoldings Il L.P.,
Blackstone Holdings IV L.P., and the Blackstonedtads Limited Partners from time to time party #ter as amended from time to time.
Capitalized terms used but not defined herein steale the meanings given to them in the Exchangeeigent.

The undersigned Blackstone Holdings Limited Partfesires to exchange the number of Blackstone Hg¢dPartnership Units set
forth below in the form of exchange selected befowe issued in its name as set forth below.

Legal Name of Blackstone Holdings Limited Partner:

Address:

Number of Blackstone Holdings Partnership Unitbécexchangec

The undersigned (1) hereby represents that thek&iace Holdings Partnership Units set forth abaeecavned by the undersigned, (2) hereby
exchanges such Blackstone Holdings PartnershigfimitCommon Units as set forth in the Exchangee&grent, (3) hereby irrevocably
constitutes and appoints any officer of the BlaskstHoldings Partnerships, the Blackstone HoldiBgaeral Partners, the Issuer or Blackstone
Group Management L.L.C. as its attorney, with pdiver of substitution, to exchange said Blackstdaoklings Partnership Units on the books
of the Blackstone Holdings Partnerships for Comrdoits on the books of the Issuer, with full powésabstitution in the premises.



IN WITNESS WHEREOF the undersigned, by authoritfydiiven, has caused this Notice of Exchange texsxuted and delivered
by the undersigned or by its duly authorized aggrn

Name:

Dated




EXHIBIT B

[FORM OF]
NOTICE OF B EXCHANGE

Blackstone Holdings | L.P.

Blackstone Holdings Il L.P.

Blackstone Holdings Il L.P.

Blackstone Holdings IV L.P.

345 Park Avenue

New York, New York, 1015.

Attention: Chief Legal Officer

Fax: (212) 583-5660

Electronic Mail: john.finley@blackstone.com

Reference is hereby made to the Amended and Resfatthange Agreement, dated as of November 2, @gd&0' Exchange
Agreement), among The Blackstone Group L.P., Blackstoneditas | L.P., Blackstone Holdings Il L.P., BlackséoHoldings Il L.P.,
Blackstone Holdings IV L.P., and the Blackstonediads Limited Partners from time to time party #ter as amended from time to time.
Capitalized terms used but not defined herein steale the meanings given to them in the ExchangeeXgent.

The undersigned Blackstone Holdings Limited Parttesires to exchange the number of Blackstone Hg#dPartnership Units set
forth below in the form of exchange selected befowe issued in its name as set forth below.

Legal Name of Blackstone Holdings Limited Partner:

Address:

Number of Blackstone Holdings Partnership Unitbécexchangec

The undersigned (1) hereby represents that thek&iace Holdings Partnership Units set forth abaeecavned by the undersigned, (2) hereby
exchanges such Blackstone Holdings Partnershigs@mitCommon Units as set forth in the Exchangeegrent, (3) hereby irrevocably
constitutes and appoints any officer of the BlasketHoldings Partnerships, the Blackstone HoldiBgaeral Partners, the Issuer or Blackstone
Group Management L.L.C. as its attorney, with pdiver of substitution, to exchange said Blackstdoklings Partnership Units on the books
of the Blackstone Holdings Partnerships for Comrdoits on the books of the Issuer, with full powésabstitution in the premises.



IN WITNESS WHEREOF the undersigned, by authoritiydiiven, has caused this Notice of Exchange texszuted and delivered by the
undersigned or by its duly authorized attorney.

Name:

Dated




Exhibit 31.1
CHIEF EXECUTIVE OFFICER CERTIFICATION

I, Stephen A. Schwarzman, certify that:

1.
2.

I have reviewed this Quarterly Report on Forr-Q for the quarter ended September 30, 2010 of TaekBtone Group L.P

Based on my knowledge, this report does notatorny untrue statement of a material fact or aondtate a material fact necessary to
make the statements made, in light of the circuntets under which such statements were made, ntgtadisg with respect to the period
covered by this repor

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

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

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

b) Designed such internal control over financiglaring, or caused such internal control over foiahreporting to be designed under
our supervision, to provide reasonable assuramgardang the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip!

c) Evaluated the effectiveness of the Registratisslosure controls and procedures and presentisineport our conclusions about
the effectiveness of the disclosure controls amdguiures, as of the end of the period coveredibyéport based on such evaluation;
and

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

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

The Registrant’s other certifying officer ankddve disclosed, based on our most recent evaluetimrernal control over financial
reporting, to the Registrant’s auditors and theitazaimmittee of the Registrant’s board of direct@@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the Regig’s ability to record, process, summarize and refprahcial information; ant

b)  Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the Registrant’s
internal control over financial reportin

Date: November 5, 2010

/s/ Stephen A. Schwarzmi

Stephen A. Schwarzmk

Chief Executive Officer

of Blackstone Group Management L.L.




Exhibit 31.2
CHIEF FINANCIAL OFFICER CERTIFICATION

I, Laurence A. Tosi, certify that:

1.
2.

I have reviewed this Quarterly Report on Forr-Q for the quarter ended September 30, 2010 of TaekBtone Group L.P

Based on my knowledge, this report does notatorny untrue statement of a material fact or aondtate a material fact necessary to
make the statements made, in light of the circuntets under which such statements were made, ntgtadisg with respect to the period
covered by this repor

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

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

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

b) Designed such internal control over financiglaring, or caused such internal control over foiahreporting to be designed under
our supervision, to provide reasonable assuramgardang the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip!

c) Evaluated the effectiveness of the Registratisslosure controls and procedures and presentisineport our conclusions about
the effectiveness of the disclosure controls amdguiures, as of the end of the period coveredibyéport based on such evaluation;
and

d) Disclosed in this report any change in the Regig's internal control over financial reportirttat occurred during the Registrant’s
most recent fiscal quarter (the Registrant’s foguhrter in the case of an annual report) thatteterially affected, or is reasonably
likely to materially affect, the Registré s internal control over financial reporting; a

The Registrant’s other certifying officer ankddve disclosed, based on our most recent evaluetimrernal control over financial

reporting, to the Registrant’s auditors and theitazaimmittee of the Registrant’s board of direct@@spersons performing the equivalent

functions):

a) All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the Regig’s ability to record, process, summarize and refprahcial information; ant

b)  Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the Registrant’s
internal control over financial reportin

Date: November 5, 2010

/s/ Laurence A. Tos

Laurence A. Tos

Chief Financial Office

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 Sarbané3xley Act of 2002

In connection with the Quarterly Report of The Bistone Group L.P. (the “Partnership”) on Form 1®8€Qthe quarter ended
September 30, 2010 as filed with the SecuritiesExchange Commission on the date hereof (the “R8pbrStephen A. Schwarzman, Chief
Executive Officer of Blackstone Group ManagememtC., the general partner of the Partnership, fsegiursuant to 18 U.S.C. § 1350, as
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, that, to my knowledge:

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

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

Date: November 5, 2010

/sl Stephen A. Schwarzmi

Stephen A. Schwarzmz

Chief Executive Office

of Blackstone Group Management L.L.

* The foregoing certification is being furnishededg pursuant to 18 U.S.C. Section 1350 and ishedrig 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 Quarterly Report of The Bistone Group L.P. (the “Partnership”) on Form 18€Qthe quarter ended
September 30, 2010 as filed with the SecuritiesExachange Commission on the date hereof (the “R8pérLaurence A. Tosi, Chief Financial
Officer of Blackstone Group Management L.L.C., tfemeral partner of the Partnership, certify, punst@ 18 U.S.C. § 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2062, that to my knowledge:

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

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

Date: November 5, 2010

/s/ Laurence A. Tos

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 ishedrig filed as part of the Report or as a
separate disclosure docume



