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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 JUNE 30, 2011

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

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

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

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

Indicate by check mark whether the Registrantskell company (as defined in Rule 12b-2 of the Bxrgfe Act). Yes[d No

The number of the Registrant’s voting common urgfgesenting limited partner interests outstandismof July 29, 2011 was
367,444,752. The number of the Registrant’s nomgatommon units representing limited partner iests outstanding as of July 29, 2011
was 109,083,468.
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Forward-Looking Statements

This report may contain forward-looking statemenithin the meaning of Section 27A of the Securitdes of 1933 and Section 21E of
the Securities Exchange Act of 1934 which reflagt@urrent views with respect to, among other thjrayir operations and financial
performance. You can identify these forward-lookatgtements by the use of words such as “outldtielieves,” “expects,” “potential,”
“continues,” “may,” “will,” “should,” “seeks,” “appoximately,” “predicts,” “intends,” “plans,” “estiates,” “anticipates” or the negative
version of these words or other comparable wordsh$orwardlooking statements are subject to various risksiaretrtainties. Accordingl!
there are or will be important factors that colddige actual outcomes or results to differ matgrfatim those indicated in these statements.
We believe these factors include but are not lichitethose described under the section entitledK'Riactors” in our annual report on Form
10K for the year ended December 31, 2010 and inréert, as such factors may be updated from tintien® in our periodic filings with th
SEC, which are accessible on the SEC’s websitenat.gec.gov. These factors should not be constraexlaustive and should be read in
conjunction with the other cautionary statemengs &éne included in this report and in our otheiquic filings. We undertake no obligation to
publicly update or review any forward-looking staent, whether as a result of new information, feitdevelopments or otherwise.

” o ” ou ” o " ou LIS ” o« ”ou




Table of Contents

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 requiedsrences in this report to the ownership of $tephen A. Schwarzman, our founder, and
other Blackstone personnel include the ownershipeo$onal planning vehicles and family membersieéé¢ individuals.

“Blackstone Funds,” “our funds” and “our investméumds” refer to the private equity funds, reabéstfunds, funds of hedge funds,
credit-oriented funds, collateralized loan obligat{*CLO") vehicles, and closed-end mutual fundd amnagement investment companies
that are managed by Blackstone. “Our carry fundfrrto the private equity funds, real estate fuamts certain of the credit-oriented funds
(with multi-year drawdown, commitment-based stroesuthat only pay carry on the realization of arestment) that are managed by
Blackstone. “Our hedge funds” refer to our fundfiefige funds, certain of our real estate debt tnverst funds and certain other credit-
oriented funds (including three publicly registesdased-end management investment companies), veniclanaged 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 aanrg funds plus the capital that we are entitledalh from investors in those funds
pursuant to the terms of their capital commitmeatdhose funds (plus the fair value of co-investtaemranged by us that were
made by limited partners of our funds in portfaimmpanies of such funds and on which we receive de@ carried interest
allocation);

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

(c) the fair value of assets we manage pursuant taaghamanaged accounts; ¢

(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.
Our hedge funds generally have structures thatéfin investor the right to withdraw or redeem tlivgierests on a periodic basis (e.g.,
annually or quarterly), in most cases upon advandéen notice, with the majority of our funds redag from 60 days up to 95 days’ notice,

depending on the fund and the liquidity profiletleé underlying assets. Investment advisory agretswelated to separately managed
accounts may generally be terminated by an invest@0 to 90 days’ notice.

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

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

(b) for our BCP and BREP funds where the investrpenibd has expired, the remaining amount of ireestpital plus binding
investment commitment

(c) for our real estate debt investment fur*BREDS"), the remaining amount of invested capi
(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 arraripeds that were made by limited partners of ondfuin portfolio companies of
such funds and on which we receive fe

(H the net asset value of our funds of hedge fuhddge funds (except our credit-oriented closatiregistered investment
companies) and our clos-end mutual funds

(9) the fair value of assets we manage pursuant toa@hamanaged accoun
(h) the gross amount of underlying assets of our CLi@®st; anc
(i) the gross amount of assets (including leverageydorcredi-oriented close-end registered investment compan

2
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Our calculations of assets under management arebfiedng assets under management may differ frencakculations of other asset
managers, and as a result this measure may nainlygacable to similar measures presented by otlset asanagers. In addition, our
calculation of assets under management includesnimnents to, and the fair value of, invested capitaur funds from Blackstone and our
personnel, regardless of whether such commitmerits/ested capital are subject to fees. Our déding of assets under management or fee-
earning assets under management are not based defamition of assets under management or feeheguassets under management that is
set forth in the agreements governing the investriwgnls that we manage.

For our carry funds, total assets under manageimelntes the fair value of the investments helderghas fee-earning assets under
management includes the amount of capital commitsn@nthe remaining amount of invested capitalost plus binding investment
commitments, generally depending on whether thestment period has or has not expired. As suckedeaing assets under management
may be greater than total assets under managerhenttive aggregate fair value of the remaining itnaents is less than the cost of those
investments.

This report does not constitute an offer of anycB&ione Fund.

3
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS
THE BLACKSTONE GROUP L.P.
Condensed Consolidated Statements of Financial Coitidn (Unaudited)
(Dollars in Thousands, Except Unit Data)
June 30, December 31,
2011 2010
Assets
Cash and Cash Equivalel $ 434,80 $ 588,62
Cash Held by Blackstone Funds and O 996,66¢ 790,39¢
Investments (including assets pledged of $76,997%62,670 at June 30, 2011 and December 31, 2010,
respectively’ 15,319,00 11,974,47
Accounts Receivabl 528,96( 495,89:
Reverse Repurchase Agreeme 93,97t 181,42!
Due from Affiliates 756,05t 795,39!
Intangible Assets, Ne 720,13: 779,31:
Goodwill 1,703,60; 1,703,60;
Other Asset: 339,98t 293,19:
Deferred Tax Assets 1,437,94 1,242,29.
Total Assets $22,331,13 $18,844,60
Liabilities and Partners’ Capital
Loans Payabl $ 9,300,114 $ 7,198,89
Due to Affiliates 1,881,29 1,762,28
Accrued Compensation and Bene 980,55 821,56¢
Securities Sold, Not Yet Purchas 74,89’ 116,68t
Repurchase Agreemer 77,19¢ 62,67:
Accounts Payable, Accrued Expenses and Other (tiabil 735,81« 629,13!
Total Liabilities 13,049,89 10,591,24
Commitments and Contingencies
Redeemable No-Controlling Interests in Consolidated Entities 775,18! 600,83t
Partners’ Capital
Partners’ Capital (common units: 478,349,193 isaredloutstanding as of June 30, 2011,

416,092,022 issued and outstanding as of Decenihe&03.0) 4,391,39 3,888,21.
Appropriated Partne’ Capital 211,75¢ 470,58:
Accumulated Other Comprehensive Inca 2,63( 4,30z
Non-Controlling Interests in Consolidated Entit 1,175,98. 870,90t
Non-Controlling Interests in Blackstone Holdings 2,724.27 2,418,51

Total Partners’ Capital 8,506,04 7,652,52.
Total Liabilities and Partners’ Capital $22,331,13 $18,844,60
continued...

See notes to condensed consolidated financiahstats.
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THE BLACKSTONE GROUP L.P.

Condensed Consolidated Statements of Financial Coitidn (Unaudited)
(Dollars in Thousands)

The following presents the portion of the consdkdsbalances presented above attributable to ddased Blackstone Funds which are
variable interest entities. The following assetymaly be used to settle obligations of these chdated Blackstone Funds and these
liabilities are only the obligations of these cdigated Blackstone Funds and they do not have rsedo the general credit of Blackstone.

December 31
June 30,

2011 2010
Assets
Cash Held by Blackstone Funds and Or $ 879,16t $ 707,62.
Investment: 9,181,08! 7,424,32!
Accounts Receivabl 40,96¢ 22,38(
Due from Affiliates 31,17 30,18:
Other Asset: 115,77 19,82
Total Assets $10,248,16 $8,204,33!
Liabilities
Loans Payabl $ 8,267,66. $6,154,17!
Due to Affiliates 327,87¢ 304,96¢
Accounts Payable, Accrued Expenses and C 388,90 330,67!
Total Liabilities $ 8,984,44: $6,789,82.

See notes to condensed consolidated financiahstats.
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THE BLACKSTONE GROUP L.P.

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

Revenues
Management and Advisory Fees
Performance Fee
Realizec
Unrealized
Total Performance Fees
Investment Income (Los!
Realizec
Unrealized
Total Investment Income (Loss)
Interest and Dividend Reven
Other
Total Revenues
Expenses
Compensation and Benef
Compensatiol
Performance Fee Compensat
Realizec
Unrealized
Total Compensation and Benel
General, Administrative and Oth
Interest Expens
Fund Expenses
Total Expenses
Other Income
Net Gains (Losses) from Fund Investment Activities
Income (Loss) Before Provision (Benefit) for Taxes
Provision for Taxes
Net Income (Loss)
Net Income (Loss) Attributable to Redeemable NonE€ontrolling Interests in Consolidated
Entities
Net Income (Loss) Attributable to Non-Controlling Interests in Consolidated Entities
Net Income (Loss) Attributable to Non-Controlling Interests in Blackstone Holdings
Net Income (Loss) Attributable to The Blackstone Goup L.P.

Net Income (Loss) Per Common Unit — Basic and Diled
Weighted-Average Common Units Outstanding — Basic and Dilwd
Weighted-Average Common Units Outstanding — Basic
Weighted-Average Common Units Outstanding — Diluted

Revenues Earned from Affiliates
Management and Advisory Fees

Three Months Ended

Six Months Ended

June 30, June 30,
2011 2010 2011 2010

$ 498,04 $  406,06. $ 910,77 $ 760,88.
61,76 51,75( 157,96t 105,79¢
610,48¢ (19,299 1,122,88! 112,48
672,25: 32,45. 1,280,85! 218,27¢
19,30: 10,22t 32,08¢ 15,95:
108,71: 95,04 216,10¢ 244,26.
128,01« 105,26¢ 248,19. 260,21«
8,84¢ 6,952 18,33¢ 15,847
1,12¢ (64E) 3,381 (3,895
1,308,28. 550,08t 2,461,55I 1,251,32'
699,43 967,71: 1,358,91! 1,892,66
27,71 22,87¢ 42,25¢ 30,62(
118,09¢ (892) 280,62: 53,70¢
845,24 989,69¢ 1,681,79: 1,976,98'
126,11¢ 121,18: 255,50: 227,56.
14,18t 7,68: 27,98¢ 14,86
(714) 9,20 10,41( 9,062
984,83: 1,127,761 1,975,69' 2,228,48
(74,659 (59,25() (119,84 112,55¢
248,79¢ (636,929) 366,01( (864,599
64,19¢ 19,39: 103,04¢ 29,027
184,59° (656,32() 262,96: (893,62f)
(140 (421) 21,88t 23,54¢
(92,409 (57,879 (185,489 78,09:
190,90¢ (404,70¢) 297,62« (680,57()
$ 86,23 $  (193,32( $ 128,94: $  (314,69)
$ 0.1€ $ (0.55) $ 0.2 $ (0.99)
354,399,78 344,084,39

476,289,64 462,094,87

483,643,64 468,618,73
$  118,91¢ $ 37,34, $ 188,95¢ $ 76,11«

See notes to condensed consolidated financiahstats.
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THE BLACKSTONE GROUP L.P.

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

Six Months Ended

June 30,
2011 2010
Operating Activities
Net Income (Loss $ 262,96: $ (893,62
Adjustments to Reconcile Net Income (Loss) to NasiCProvided by (Used in) Operating
Activities:
Blackstone Funds Relate
Unrealized Depreciation (Appreciation) on Investtseillocable to Non-
Controlling Interests in Consolidated Entit 7,59¢ (125,290
Net Realized Gains on Investme (296,43)) (99,565
Changes in Unrealized Gains on Investments Allac&i®Blackstone Grou (206,739 (234,01)
Unrealized Appreciation on Hedge Activiti (7,279 (2,172
Non-Cash Performance Fe (857,92) (92,21%)
Non-Cash Performance Fee Compensa 322,87t 84,32¢
Equity-Based Compensation Exper 834,92: 1,466,97
Amortization of Intangible: 82,42t 80,33¢
Other Nor-Cash Amounts Included in Net Incot 39,80 12,67¢
Cash Flows Due to Changes in Operating Assets aiillities:
Cash Held by Blackstone Funds and O 166,46« (61,739
Cash Relinquished with Continuing Liquidation oftRarship 96¢€ 2,46t
Accounts Receivabl 3,05¢ (25,845
Reverse Repurchase Agreeme 87,45( (20,03¢)
Due from Affiliates 60,66 (129,43)
Other Asset: 68,26¢ (69,119
Accrued Compensation and Bene (132,816 2,167
Securities Sold, Not Yet Purchas (43,309 1,27(C
Accounts Payable, Accrued Expenses and Other [tiabi (235,626 175,81!
Repurchase Agreemer 14,52° 45,16¢
Due to Affiliates (112,179 (17,285
Short Term Investments Purcha: (1,755,01) (722,887
Proceeds from Sale of Investme 1,733,10:i 448,34(
Blackstone Funds Relate
Investments Purchasi (4,378,27) (1,559,24)
Proceeds from Sale of Investme 4,712,16 1,759,75
Net Cash Provided by Operating Activiti 372,69: 26,84(
Investing Activities
Purchase of Furniture, Equipment and Leaseholddigments (17,270 (18,807
Net Cash Paid for Acquisition of Management Corig (23,24 (21,497
Changes in Restricted Ca 332 26
Net Cash Used in Investing Activitii (40,089 (40,279

continued...
See notes to condensed consolidated financiahsémes.
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THE BLACKSTONE GROUP L.P.

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

Financing Activities
Distributions to No-Controlling Interest Holders in Consolidated Ees
Contributions from No-Controlling Interest Holders in Consolidated Eeti
Purchase of Interests from Certain I-Controlling Interest Holder
Net Settlement of Vested Common Units and Repuecbh€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 Used in Financing Activiti
Effect of Exchange Rate Changes on Cash and Casheients

Net Decrease in Cash and Cash Equivalen
Cash and Cash Equivalents, Beginning of Pe

Cash and Cash Equivalents, End of Pe

Supplemental Disclosure of Cash Flows Informatiol
Payments for Intere:

Payments for Income Tax

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

Net Assets Related to the Consolidation of CLO Yielsi
Reclassification of Capital Due to N-Controlling Interest Holder
In-kind Redemption of Capiti

In-kind Contribution of Capite

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 Commanitt)

Exchange of Founde' and Noi-Controlling Interest Holde’ Interests in Blackstone Holding
Deferred Tax Asse

Due to Affiliates
Partner’ Capital

See notes to condensed consolidated financiahsémes.
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Six Months Ended

June 30,

2011 2010
(214,95) (71,320
488,09 89,93¢
$ (2239 $ (140
(31,390) (21,249
3,111 3,312
(22,445 (29,379
(482,24 (379,29,
404 —
(224,77) (23,804
(486,43Y) (431,92,
8 N
(153,819 (445,35)
588,62. 952,09t
$ 434,80: $ 506,73¢
$ 1,97(C $ 1,36¢
$ 26,69¢ $ 42,81
$ 5,15¢ $ 4,79
$ 86,13( $ 400,05¢
$  — $ (60,197
$ — $ (14,867
$ = $ 41,05!
$ 1,60C $ (16,679
$ (6,045 $ (5,399
$ 102,89 $116,61(
$ 208,25 $ 82,88
$(271,000  $(145,08()
$ 221,44! $ 119,86¢
$ 49,65¢ $ 25,21
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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 atkng global manager of private
capital and provider of financial advisory servicEle alternative asset management business irccthdenanagement of private equity
funds, real estate funds, funds of hedge fundsljiteogiented funds, collateralized loan obligatié@LO") vehicles, separately managed
accounts, publicly traded closed-end mutual fumikragistered investment companies (collectivefgrred to as the “Blackstone Funds”).
Blackstone also provides various financial advissegvices, including financial advisory, restruatgrand reorganization advisory and fund
placement services. Blackstone’s business is argdnnto five segments: private equity, real esta¢elge fund solutions, credit businesses,
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, w8ich is in turn wholly-owned and controlled byeoof Blackstone’s founders,
Stephen A. Schwarzman (the “Founder”), and Blagiestoother senior managing directors.

The activities of the Partnership are conductedudin its holding partnerships: Blackstone Holdihg<P.; Blackstone Holdings Il L.P.;
Blackstone Holdings Il L.P. and Blackstone Holdiny L.P. (collectively, “Blackstone Holdings”, “Btkstone Holdings Partnerships”the
“Holding Partnerships”). On June 18, 2007, in pragian for an initial public offering (“IPO”), thpredecessor owners (“Predecessor
Owners”) of the Blackstone business completed egeaozation (the “Reorganizationhereby, with certain limited exceptions, the ofieg
entities of the predecessor organization and tediéctual property rights associated with the R&ione name were contributedC@ntributec
Businesses”) to five holding partnerships (Blackstéloldings | L.P., Blackstone Holdings Il L.P.aBkstone Holdings Il L.P., Blackstone
Holdings IV L.P. and Blackstone Holdings V L.P dhair directly or indirectly via a sale to certaihally-owned subsidiaries of the
Partnership and then a contribution to the HoldPagtnerships. The Partnership, through its whollyred subsidiaries, is the sole general
partner in each of these Holding Partnerships.rébeganization was accounted for as an exchangatities under common control for the
component of interests contributed by the Foundedsthe other senior managing directors (collebtjwthe “Control Group”) and as an
acquisition of non-controlling interests using thechase method of accounting for all the predecessners other than the Control Group.

On January 1, 2009, the number of Holding Partimgssiias reduced from five to four through the tfansf assets and liabilities of
Blackstone Holdings Il L.P. to Blackstone HoldinysL.P. In connection therewith, Blackstone HolginlV L.P. was renamed Blackstone
Holdings Il L.P. and Blackstone Holdings V L.P.swu@&named Blackstone Holdings IV L.P. Blackstonddithgs refers to the five holding
partnerships prior to the January 2009 reorgamiaaid the four holding partnerships subsequethietdanuary 2009 reorganization.

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

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying unaudited condensed consolidetaddial statements of the Partnership have bespaped in accordance with
accounting principles generally accepted in thetdéhStates of America (“GAAP”) for interim finantiaformation and the instructions to
Form 10-Q. The condensed consolidated financial



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)

statements, including these notes, are unauditgexeiude some of the disclosures required in addihancial statements. Management
believes it has made all necessary adjustmentsi@org of only normal recurring items) so that tomdensed consolidated financial
statements are presented fairly and that estinmadele in preparing its condensed consolidated fiahstatements are reasonable and pru
The operating results presented for interim perar@snot necessarily indicative of the results thay be expected for any other interim
period or for the entire year. These condensedatiotaged financial statements should be read igjuraion with the audited consolidated
financial statements included in the Partnershiyrinual Report on Form 10-K for the year ended Ddmem31, 2010 filed with the Securities
and Exchange Commission.

The condensed consolidated financial statemenhsdadhe accounts of the Partnership, its whollyred or majority-owned
subsidiaries, the consolidated entities which aresitlered to be variable interest entities andviuich the Partnership is considered the
primary beneficiary, and certain partnerships onilsir entities which are not considered variabteriest entities but in which the general
partner is presumed to have control.

All intercompany balances and transactions hava béminated in consolidation.

Restructurings within consolidated CLOs are trea®thvestment purchases or sales, as applicaltlee iCondensed Consolidated
Statements of Cash Flows.

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

e InJanuary 2011, Blackstone separated its CreditMerketable Alternatives segment into two new sexgist Hedge Fund
Solutions and Credit Businesses. The Hedge FundiSao$ segment is comprised primarily of Blackstéternative Asset
Management, an institutional solutions providelizitig hedge funds across a variety of strategiad, the Indian-focused and
Asian-focused closed-end mutual funds. The CredgiBesses segment, which is comprised principaly0 Capital Partners
(“GS0"), manages credit-oriented funds, CLOs, dréatiused separately managed accounts and pubdigigtered debt-focused
investment companies. This change in Blackstoregjsnent reporting aligns it to its management répgnd organization
structure and is consistent with the manner in Wwingsource deployment and compensation decisiensade. Blackstone’s
segment results have been retrospectively presémted periods reportec

« Asof March 31, 2011, Blackstone elected to aggeeghanges in assets and liabilities relating tighey activities within
Unrealized Depreciation on Hedge Activities in @@endensed Consolidated Statements of Cash FlowsgioRsly, amounts
relating to changes in hedging instruments had pbeesented in Cash Flows Due to Changes in Opgrassets and Liabilities —
Other Assets. The reclassification of amounts ih®2Bad no impact on Net Cash Provided by Opera&tiiyities.

* Asof June 30, 2011, Blackstone elected to sefdgnatesent Repurchase Agreements in the Condensesoidated Statements
Financial Condition. Previously, these amounts vieckided in Accounts Payable, Accrued ExpensesQthdr Liabilities. The
reclassification had no impact on Total Liabiliti

« Asof June 30, 2011, Blackstone elected to sefgnatesent changes in operating assets and liasilielating to repurchase
agreements in the Condensed Consolidated Statewfe@tsh Flows. Previously, amounts relating tongjes in repurchase
agreements had been presented in Cash Flows Oleatges in Operating Assets and Liabilities — ActsiPayable, Accrued
Expenses and Other Liabilities. The reclassificatiad no impact on Net Cash Provided by Operatictiviies.
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THE BLACKSTONE GROUP L.P.

Notes to Condensed Consolidated Financial Statement-(Continued)
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Consolidation

The Partnership consolidates all entities thabiitols through a majority voting interest or othise, including those Blackstone Funds
in which the general partner is presumed to hamrob Although the Partnership has a non-contrglinterest in the Blackstone Holdings
partnerships, the limited partners do not haveitite to dissolve the partnerships or have substakick out rights or participating rights tt
would overcome the presumption of control by theraiship. Accordingly, the Partnership consoliddiackstone Holdings and records
non-controlling interests to reflect the economieiests of the limited partners of Blackstone hiwd.

In addition, the Partnership consolidates all y@danterest entities (“VIE”) in which it is the iprary beneficiary. An enterprise is
determined to be the primary beneficiary if it Foblcontrolling financial interest. A controllingéncial interest is defined as (a) the powe
direct the activities of a variable interest enttigit most significantly impact the entity’s ecorioiperformance and (b) the obligation to
absorb losses of the entity or the right to recéieefits from the entity that could potentially dignificant to the variable interest entity. The
consolidation guidance requires an analysis tadét8rmine whether an entity in which the Partn@rélolds a variable interest is a variable
interest entity and (b) whether the Partnershipi@ivement, through holding interests directlymdirectly in the entity or contractually
through other variable interests (e.g., manageiuetiperformance related fees), would give it aradliiig financial interest. Performance of
that analysis requires the exercise of judgmentiatfte interest entities qualify for the deferréklnis consolidation guidance if all of the
following conditions have been met:

(&) The entity has all of the attributes of an stweent company as defined under American Instafi@ertified Public Accountants
Accounting and Auditing Guidénvestment Compani€dnvestment Company Guide?)or does not have all the attributes of an
investment company but it is an entity for whicisiacceptable based on industry practice to apglgsurement principles that i
consistent with the Investment Company Gu

(b) The reporting entity does not have explicitroplicit obligations to fund any losses of the gnthat could potentially be
significant to the entity, an

(c) The entity is not a securitization or assetkealcfinancing entity or an entity that was formesnsidered a qualifying special
purpose entity

Where the VIEs have qualified for the deferrallaf turrent consolidation guidance, the analydimged on previous consolidation
guidance. This guidance requires an analysis &rehitie (a) whether an entity in which the Partnigrblolds a variable interest is a variable
interest entity and (b) whether the Partnershipi@ivement, through holding interests directly mdirectly in the entity or contractually
through other variable interests (e.g., managemethiperformance related fees), would be expectadigorb a majority of the variability of
the entity. Under both guidelines, the Partnersigif@rmines whether it is the primary beneficiana®IE at the time it becomes involved
with a variable interest entity and reconsiders doaclusion continuously. In evaluating whethex Bartnership is the primary beneficiary,
Blackstone evaluates its economic interests irettidy held either directly by the Partnership @&sdhffiliates or indirectly through
employees. The consolidation analysis can genebellyerformed qualitatively; however, if it is metdily apparent that the Partnership is
the primary beneficiary, a quantitative analysis/raBso be performed. Investments and redemptiatie(eby the Partnership, affiliates of t
Partnership or third parties) or amendments tagtherning documents of the respective BlackstomaBEweould affect an entity’s status as a
VIE or the determination of the primary beneficiaf each reporting date, the Partnership assegsether it is the primary beneficiary and
will consolidate or deconsolidate accordingly.
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Assets of consolidated variable interest entitieg €an only be used to settle obligations of thesolidated VIE and liabilities of a
consolidated VIE for which creditors (or benefidiatlerest holders) do not have recourse to thergéneedit of The Blackstone Group L.P.
are separately presented in the Condensed Consali8satements of Financial Condition.

Blackstone’s other disclosures regarding VIEs aseu$sed 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. Marice observability is affected by a numberaaftbrs, including the type of financial
instrument, the characteristics specific to tharficial instrument and the state of the marketpliactyding the existence and transparency of
transactions between market participants. Finaimtsailuments with readily available quoted priaeadctive markets generally will have a
higher degree of market price observability andssér degree of judgment used in measuring faieval

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

» Level | — Quoted prices are available in active kas for identical financial instruments as of thporting date. The type of
financial instruments in Level | include listed &éps, listed derivatives and mutual funds with tpgbprices. The Partnership does
not adjust the quoted price for these investma&wsn in situations where Blackstone holds a lamgitipn and a sale could
reasonably impact the quoted pri

» Level Il — Pricing inputs are other than quotedps in active markets, which are either directljndirectly observable as of the
reporting date, and fair value is determined thiotig use of models or other valuation methodokdtancial instruments
which are generally included in this category idewcorporate bonds and loans, government and agegcayities, less liquid and
restricted equity securities, certain over-the-¢euderivatives where the fair value is based aeolable inputs, and certain fund
of hedge funds investments in which Blackstonethasbility to redeem its investment at net asaktevat, or within three mont
of, the reporting date

» Level lll — Pricing inputs are unobservable for fireancial instruments and includes situations wttaere is little, if any, market
activity for the financial instrument. The inputda the determination of fair value require sigrafit management judgment or
estimation. Financial instruments that are inclutketthis category generally include general andtéchpartnership interests in
private equity and real estate funds, credit-oedritinds, distressed debt and non-investment gesildual interests in
securitizations, collateralized loan obligationsitain over the counter derivatives where thevalue is based on unobservable
inputs and certain funds of hedge funds which eteasset value per share to determine fair valwehioh Blackstone may not
have the ability to redeem its investment at ns¢tagalue at, or within three months of, the rapgrtiate. Blackstone may not
have the ability to redeem its investment at neétgalue at, or within three months of, the repgrdate if an investee fund
manager has the ability to limit the amount of ragéons, and/or the ability to side-pocket investiseirrespective of whether
such ability has been exercis

In certain cases, the inputs used to measuredhievmay 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 finangigtrument is based on the lowest level of
input that is significant to the fair value
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measurement. The Partnership’s assessment ofghiicance of a particular input to the fair valimeasurement in its entirety requires
judgment and considers factors specific to thenfina instrument

Transfers between levels of the fair value hierpi@fe recognized at the beginning of the reponiegod.

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

In the absence of observable market prices, Blaokstalues its investments using valuation mettagies applied on a consistent
basis. For some investments little market actimifgy exist; management’s determination of fair vasunen based on the best information
available in the circumstances, and may incorparsteagement’s own assumptions and involves a gignifdegree of judgment, taking into
consideration a combination of internal and extefactors, including the appropriate risk adjusttsdior nonperformance and liquidity risk
Investments for which market prices are not obddevanclude private investments in the equity ofigting companies, real estate properties
or certain funds of hedge funds. The valuation iéglne for each of these investments is describ&mhbe

Private Equity Investments Fhe fair values of private equity investments agtednined by reference to projected net earnings,
earnings before interest, taxes, depreciation amattization (“EBITDA”), the discounted cash flow thed, public market or private
transactions, valuations for comparable compameédsother measures which, in many cases, are uedualithe time received. Valuations
may be derived by reference to observable valuatieasures for comparable companies or transadgogs multiplying a key performance
metric of the investee company such as EBITDA bglevant valuation multiple observed in the ranfjeamnparable companies or
transactions), adjusted by management for diffexemetween the investment and the referenced cabipar and in some instances by
reference to option pricing models or other simiteathods. Private equity investments may also heedaat cost for a period of time after an
acquisition as the best indicator of fair value.

Real Estate Investments Fhe fair values of real estate investments arerohiried by considering projected operating cash $lasales
of comparable assets, if any, and replacement eost&g other measures. The methods used to estinesf@r value of real estate
investments include the discounted cash flow me#ratior capitalization rates (“cap rates”) analygluations may be derived by reference
to observable valuation measures for comparableaaias or assets (e.g., multiplying a key perforreanetric of the investee company or
asset, such as EBITDA, by a relevant valuation iplelbbserved in the range of comparable companiémnsactions), adjusted by
management for differences between the investmehttee referenced comparables, and in some ingdoyceeference to option pricing
models or other similar methods. Additionally, wéepplicable, projected distributable cash flovotiyh debt maturity will also be
considered in support of the investment’s carryialyie.

Funds of Hedge Funds Bfackstone Funds’ direct investments in funds afgeefunds (“Investee Funds”) are valued at nettasdee
(“NAV") per share of the Investee Fund. If the Parship determines, based on its own due diliganceinvestment procedures, that NAV
per share does not represent fair value, the Rahipewill estimate the fair value in good faithdain a manner that it reasonably chooses, in
accordance with its valuation policies.
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Credit-Oriented Investments- The fair values of credit-oriented investments generally determined on the basis of prices terwe
market participants provided by reputable dealefwicing services. In some instances, Blackstoag uatilize other valuation techniques,
including the discounted cash flow method.

Investments, at Fair Value

The Blackstone Funds are accounted for as investooempanies under the Investment Company Guidereftett their investments,
including majority-owned and controlled investmettke “Portfolio Companies”), at fair value. Blatdse has retained the specialized
accounting for the consolidated Blackstone FundsisT such consolidated funds’ investments areateftein Investments on the Condensed
Consolidated Statements of Financial Conditioraat\falue, with unrealized gains and losses remyftiom changes in fair value reflected as
a component of Net Gains from Fund Investment Ati¢is in the Condensed Consolidated Statementgpefaddions. Fair value is the amount
that would be received to sell an asset or patchitsfer a liability, in an orderly transactionWween market participants at the measurement
date (i.e., the exit price).

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

For certain instruments, the Partnership has algbgfair value option. Such election is irrevdeadnd is applied on an investment by
investment basis at initial recognition. The Pash@ has applied the fair value option for cerfagns and receivables and certain
investments in private debt and equity securities$ dtherwise would not have been carried at f@nes with gains and losses recorded in net
income. Fair valuing these investments is condistéth how the Partnership accounts for its othémgipal investments. Loans extended to
third parties are recorded within Accounts Recdatithin the Condensed Consolidated Statemenrancial Condition. Debt and equity
securities for which the fair value option has bektted are recorded within Investments. The nugttogy for measuring the fair value of
such investments is consistent with the methodofgaplied to private equity, real estate, credienoteéd and funds of hedge funds
investments. Changes in the fair value of suchrinsgnts are recognized in Investment Income (Liosg)e Condensed Consolidated
Statements of Operations. Interest income on istdérearing loans and receivables and debt secuoitievhich the fair value option has been
elected is based on stated coupon rates adjustéiefaccretion of purchase discounts and the @matidn of purchase premiums. This
interest income is recorded within Interest andiddnd Revenue.

In addition, the Partnership has elected the falme option for the assets and liabilities of daraLO vehicles that are consolidated as
of January 1, 2010, as a result of the initial ddopof variable interest entity consolidation gande. The Partnership has also elected the fair
value option for CLO vehicles consolidated as ofiAp, 2010, July 20, 2010 and May 16, 2011, assalt of the acquisitions of CLO
management contracts. The adjustment resulting fhendifference between the fair value of assedsliabilities for each of these events is
presented as a transition and acquisition adjudtinefppropriated Partners’ Capital. Assets of¢basolidated CLOs are presented within
Investments within the Consolidated Statementsrmdri€ial Condition and Liabilities within Loans Rdofe for the amounts due to
unaffiliated third parties and Due to Affiliatesrfihe amounts held by non-consolidated affiliatdse methodology for measuring the fair
value of such assets and liabilities is consistetiit the methodology applied to private equity,| estate, and credit-oriented investments.
Changes in the fair value of consolidated CLO asardl liabilities and related interest, dividend ather income subsequent to adoption and
acquisition are presented within Net Gains fromd-lnvestment Activities. Amounts attributable torNGontrolling Interests in Consolidat
Entities have a corresponding adjustment to Appatgd Partners’ Capital.
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Further disclosure on instruments for which the ¥alue option has been elected is presented ie KdtFair Value Option” to the
Condensed Consolidated Financial Statements.

Security and loan transactions are recorded oade tilate basis.

Equity Method Investments

Investments where the Partnership is deemed td siggificant influence, but not control, are acetad for using the equity method of
accounting. Under the equity method of accounting,Partnership’s share of earnings (losses) frguityemethod investments is included in
Investment Income (Loss) in the Condensed Condelid&tatements of Operations. The carrying amaafregguity method investments are
reflected in Investments in the Condensed Congeliti§tatements of Financial Condition. As the ulyileg investments of the Partnership’s
equity method investments in Blackstone Fundsepented at fair value, the carrying value of thetfRaship’s equity method investments
represents fair value. Other equity method investmare reviewed for impairment.

Repurchase and Reverse Repurchase Agreements

Securities purchased under agreement to resellgfse repurchase agreements”) and securities adier agreements to repurchase
(“repurchase agreements”), comprising primarily thSd non-U.S. government and agency securitissf-&scked securities and corporate
debt, represent collateralized financing transastiGuch transactions are recorded in the Condeébsesblidated Statements of Financial
Condition at their contractual amounts and incladerued interest.

The Partnership manages credit exposure arisimg fepurchase agreements and reverse repurchasengmts by, in appropriate
circumstances, entering into master netting agreésvand collateral arrangements with counterpattiasprovide the Partnership, in the
event of a customer default, the right to liquidedéateral and the right to offset a counterpatyghts and obligations.

The Partnership takes possession of securitiehased under reverse repurchase agreements amdnisige to repledge, deliver or
otherwise use such securities. The Partnershippdésiges its financial instruments to counterpartiecollateralize repurchase agreements.
Financial instruments pledged that can be repleddglivered or otherwise used by the counterpagy@corded in Investments on the
Condensed Consolidated Statements of Financial iGomd

Securities Sold, Not Yet Purchased

Securities Sold, Not Yet Purchased consist of gquitl debt securities that the Partnership hasWed and sold. The Partnership is
required to “cover” its short sale in the futurepayrchasing the security at prevailing market iaed delivering it to the counterparty from
which it borrowed the security. The Partnershipxposed to loss in the event that the price athvhisecurity may have to be purchased to
cover a short sale exceeds the price at whichdhewed security was sold short.

Securities Sold, Not Yet Purchased are recordémiratalue in the Condensed Consolidated StatenwriEsiancial Condition.
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Derivative Instruments

The Partnership recognizes all derivatives as sigsdiabilities on its Condensed Consolidatedestants of Financial Condition at fair
value. On the date the Partnership enters intgisadiwe contract, it designates and documents eacivative contract as one of the
following: (a) a hedge of a recognized asset duilligt (“fair value hedge”), (b) a hedge of a foested transaction or of the variability of cash
flows to be received or paid related to a recoghasset or liability (“cash flow hedge”))(a hedge of a net investment in a foreign opama
or (d) a derivative instrument not designated bsdging instrument (“freestanding derivative”). ofair value hedge, Blackstone records
changes in the fair value of the derivative andh®extent that it is highly effective, changeshia fair value of the hedged asset or liability
attributable to the hedged risk, in current pegadnings in the same caption in the Condensed Gdatxd Statements of Operations as the
hedged item. Changes in the fair value of derietigesignated as hedging instruments caused lyySather than changes in the risk being
hedged, which are excluded from the assessmemtdufeheffectiveness, are recognized in current ge@onings. For freestanding derivative
contracts, the Partnership presents changes iadhie in current period earnings.

The Partnership formally documents at inceptiomé@dge relationships, including identification leéthedging instruments and the
hedged items, its risk management objectives egyaor undertaking the hedge transaction and #nnBrship’s evaluation of effectiveness
of its hedged transaction. At least monthly, theraship also formally assesses whether the deréva designated in each hedging
relationship is expected to be, and has been,yhafféctive in offsetting changes in estimated failues or cash flows of the hedged items
using either the regression analysis or the doffset method. If it is determined that a derivatis not highly effective at hedging the
designated exposure, hedge accounting is discatinu

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

Affiliates

Blackstone considers its founder, senior managiregtbrs, employees, the Blackstone Funds and ahtfofo Companies to be
affiliates.

Distributions
Distributions are reflected in the condensed cadat#d financial statements when paid.

Recent Accounting Developments

In January 2010, the FASB issued guidance on impgodisclosures about fair value measurements.gliance requires additional
disclosure on transfers in and out of Levels | Bridir value measurements in the fair value hiehgrand the reasons for such transfers. In
addition, for fair value measurements using sigaifit unobservable inputs (Level Ill), the recomtitin of beginning and ending balances
shall be presented on a gross basis, with sepdislesure of gross purchases, sales, issuancese#iteimnents and transfers in and transfers
out of Level Ill. The new guidance also requirebamced disclosures on the fair value hierarchyisagregate disclosures by each class of
assets and liabilities. In addition, an entityaguired to provide further disclosures on valuaterhniques and inputs used to measure fair
value for fair value measurements that fall in@ithevel 1l or Level lll. The guidance is effectif@r interim and annual periods beginning
after December 15, 2009, except for the disclosabesit purchases, sales, issuances, and settleimémésroll forward of activity
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in Level Il fair value measurements, which aresefive for fiscal years beginning after December2l80. Adoption of the guidance,
including the gross presentation of activity in eelll, did not have a material impact on the Parship’s financial statements.

In December 2010, the FASB issued enhanced guidamegéhen to perform step two of the goodwill impaént test for reporting units
with zero or negative carrying amounts. The updgtgdance modifies existing requirements under stepof the goodwill impairment test
for reporting units with zero or negative carrymgounts and requires step two to be performedsfritore likely than not that a goodwill
impairment exists. The guidance is effective faeirm and annual reporting periods beginning ditecember 15, 2010. Adoption did not
have a material impact on the Partnership’s fir@ratatements.

In December 2010, the FASB issued guidance onatigobs around business combinations for publitiesithat present comparative
financial statements. The guidance specifies thardity should disclose revenue and earningsettmbined entity as though the business
combination(s) that occurred during the current yeal occurred as of the beginning of the comparpbbr annual reporting period. The
guidance is effective prospectively for businessloimations for which the acquisition date is orafter the beginning of the first annual
reporting period beginning on or after December2ld,0. As the Partnership has not had any busgwsbinations since January 2011,
adoption did not have a material impact on therfeaship’s financial statements.

In April 2011, the FASB amended existing guidanmeagreements to transfer financial assets thét énatitle and obligate the transfe
to repurchase or redeem the financial assets bifeitematurity. The amendments remove from thesssent of effective control (a) the
criterion requiring the transferor to have the ipib repurchase or redeem the financial assewubstantially the agreed terms, even in the
event of default by the transferee and (b) theatethl maintenance implementation guidance rekatéoat criterion. The guidance is effect
for the first interim or annual period beginning @mafter December 15, 2011. Blackstone entersrgfiarchase agreements that are currently
accounted for as collateralized financing transasti Adoption is not expected to have a materighkich on the Partnership’s financial
statements.

In May 2011, the FASB issued amended guidance iondiue measurements to achieve common fair viedeasurement and disclosi
requirements in GAAP and International Financigp&#ng Standards. The amended guidance spedifé¢ste concepts of highest and best
use and valuation premise in a fair value measuneare relevant only when measuring the fair valieonfinancial assets and are not
relevant when measuring the fair value of finanagdets or of liabilities. The amendments includpiirements specific to measuring the fair
value of those instruments, such as equity intenestd as consideration in a business combinaioentity should measure the fair value of
its own equity instrument from the perspective ofiaket participant that holds the instrument aasset. With respect to financial
instruments that are managed as part of a portfatieexception to fair value requirements is predidlhat exception permits a reporting
entity to measure the fair value of such finanaggets and financial liabilities at the price thatld be received to sell a net asset position for
a particular risk or to transfer a net liabilitygition for a particular risk in an orderly trangaotbetween market participants at the
measurement date. The amendments also clarifptbatiums and discounts should only be applied iketgparticipants would do so when
pricing the asset or liability. Premiums and distsurelated to the size of an entity’s holding @aample, a blockage factor) rather than as a
characteristic of the asset or liability (for exdem control premium) is not permitted in a failiue measurement.

The guidance also requires enhanced disclosureg f&hovalue measurements, including, among dtfiegs, (a) for fair value
measurements categorized within Level Il of thie ¥alue hierarchy, (1) a quantitative
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disclosure of the unobservable inputs and assumgptised in the measurement, (2) the valuation psoaged by the reporting entity, and

(3) a narrative description of the sensitivity lo¢ ffair value measurement to changes in unobservalits and the interrelationships between
those unobservable inputs, if any, and (b) thegmateation by level of the fair value hierarchy ftams that are not measured at fair value in
the statement of financial position but for whitle fair value is required to be disclosed (for eplamna financial instrument that is measured
at amortized cost in the statement of financialtmosbut for which fair value is disclosed). Theidance also amends disclosure requirern
for significant transfers between Level | and LeNand now requires disclosure of all transfersaaen Levels | and Il in the fair value
hierarchy.

The amended guidance is effective for interim amuual periods beginning after December 15, 2011thAsmpact of the guidance is
primarily limited to enhanced disclosures, adopt®not expected to have a material impact on drénBrship’s financial statements.

In June 2011, the FASB issued amended guidandeeoprésentation of comprehensive income. The amentnprovide an entity with
an option to present the total of comprehensiverimg, the components of net income and the compséather comprehensive income
either in a single continuous statement of comprsive income or in two separate but consecutivierstants. In both choices, an entity is
required to present each component of net incoorakith total net income, each component of otleenprehensive income along with a
total for other comprehensive income, and a tatadant for comprehensive income. The guidance ecéffe for fiscal years, and interim
periods within those years beginning after Decenibe2011 and should be applied on a retrospebtges. As the amendments are limite
presentation only, adoption is not expected to far®terial impact on the Partnership’s finandiatesnents.

3. ACQUISITION, GOODWILL AND INTANGIBLE ASSETS
Acquisition

On May 16, 2011, the Partnership, through GSO, detagp the acquisition of management agreementsmgho four collateralized
loan obligation vehicles previously managed bye&llirish Bank for net consideration of $22.9 millidhe assets acquired are finite-lived
contractual rights.

Goodwill and Intangible Assets

In January 2011, Blackstone separated its CreditMarketable Alternatives segment into two new sexgist Goodwill previously
allocated to the Credit and Marketable Alternatisegment has been reallocated to the Hedge Funti®a and Credit Businesses segme
Goodwill has been allocated to each of the Partigssfive segments as follows: Private Equity ($&®million), Real Estate
($421.7 million), Hedge Fund Solutions ($172.1 ioil), Credit Businesses ($346.4 million) and Finah&dvisory ($68.9 million).

The carrying value of goodwill was $1.7 billion@sJune 30, 2011 and December 31, 2010. As of 30n2011 and December 31,
2010, the fair value of the Partnership’s operatiegments substantially exceeded their respedinging values.

Intangible Assets, Net consists of the following:

December 31

i 2010
Finite-Lived Intangible Assets / Contractual Rights $1,393,50: $1,370,25!
Accumulated Amortization (673,369 (590,94
Intangible Assets, Net $ 720,13 $ 779,31
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Amortization expense associated with Blackstorngarigible assets was $41.6 million and $82.4 mnilfar the three and six month
periods ended June 30, 2011, respectively, an@d$dllion and $80.3 million for the three and sixonth periods ended June 30, 2010,
respectively. Amortization expense is included wmitBeneral, Administrative and Other in the acconyirdqg Condensed Consolidated
Statements of Operations.

Amortization of Intangible Assets held at June3M 1 is expected to be $167.1 million, $114.5 oml)i$62.9 million, $58.0 million,
and $52.0 million for each of the years ending Dawer 31, 2011, 2012, 2013, 2014, and 2015, resdygti

4. INVESTMENTS
Investments
Investments consists of the following:

June 30, December 31,
2011 2010

Investments of Consolidated Blackstone Funds $10,292,00 $ 8,192,322
Equity Method Investmen 2,109,23: 1,921,66!
Blackston’s Treasury Cash Management Strate 930,07 896,36
Performance Fee 1,956,04 937,22
Other Investments 31,64: 26,88¢
$15,319,00 $11,974,47

Blackstone’s share of Investments of Consolidatiedtone Funds totaled $542.8 million and $500I#am at June 30, 2011 and
December 31, 2010, respectively.

At June 30, 2011 and December 31, 2010, consideratas given as to whether any individual investimiesluding derivative
instruments, had a fair value which exceeded 58lafkstone’s net assets. At June 30, 2011 and Deee81, 2010, no investments
exceeded the 5% threshold.

Investments of Consolidated Blackstone Funds

Net Gains from Fund Investment Activities on then@ensed Consolidated Statements of Operationsdaciat realized gains (losses)
from realizations and sales of investments anchétehange in unrealized gains (losses) resultimg thanges in the fair value of the
consolidated Blackstone Funds’ investments. Thewahg table presents the realized and net chamgaiiealized gains (losses) on
investments held by the consolidated Blackstonalsun

Three Months Ended June 30, Six Months Ended June 30,

2011 2010 2011 2010
Realized Gains (Losses) $ 36,65¢ $ 3,081 $ 106,75! $(20,43))
Net Change in Unrealized Gains (Loss (142,94) (93,167 (277,83) 91,52:
$ (106,28) $ (90,079 $(171,076 $ 71,08t
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The following reconciles the Realized and Net CleaimgUnrealized Gains (Losses) from Blackstone Biprésented above to Other
Income (Loss) — Net Gains (Losses) from Fund Inmesit Activities in the Condensed Consolidated &tatgs of Operations:

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 2011 2010

Realized and Net Change in Unrealized Gains (Ly$sa®

Blackstone Fund $ (106,28) $ (90,07%) $(171,07¢) $ 71,08t
Reclassification to Investment Income (Loss) anlde@Attributable

to Blackstone Sic-by-Side Investment Vehicle — 17,45: — —
Interest, Dividend and Other Revenue Attributabl€bnsolidated

Blackstone Fund 31,63 27,79: 51,23 41,46¢
Investment Income Attributable to Non-Controllingdrest Holders — (14,42) — —
Other Income —Net Gains (Losses) from Fund Investment Activ $ (74,659 $ (59,250 $(119,84%) $112,55¢

Equity Method Investments

The Partnership recognized net gains related ity method investments of $183.6 million an@%2 million for the six months
ended June 30, 2011 and 2010, respectively.

Blackstone’s equity method investments includéntestments in private equity funds, real estatel§) funds of hedge funds and
credit-oriented funds and other proprietary invesita, which are not consolidated but in which therrship exerts significant influence.

Blackstone’s Treasury Cash Management Strategies

The portion of Blackstone’s Treasury cash managéstestegies included in Investments represent® éitnershigs liquid investment
in government and other investment and non-investigeade securities. These strategies are managgdrdh-party institutions. The
Partnership has managed its credit risk throughrdification of its investments among major finahanstitutions, all of which have
investment grade ratings. The following table pnesé¢he realized and net change in unrealized gainsvestments held by Blackstone’s
Treasury cash management strategies:

Three Months Ended June 30, Six Months Ended June 30,

2011 2010 2011 2010
Realized Gains $ 1,321 $ 284 $ 1,02 $ 1,723
Net Change in Unrealized Gai 1,592 3,84¢ 2,221 6,60¢
$ 291c $ 4,13C $ 3,241 $ 8,33
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Performance Fees

Performance Fees allocated to the general parimespect of performance of certain Carry Fundsj$uwf hedge funds and credit-
oriented funds were as follows:

Hedge Func
Private Real Credit
Equity Estate Solutions Businesse:! Total
Performance Fees, December 31, 2010 $573,04: $ 65,47: $ 9,53 $289,17: $ 937,22
Change in Fair Value of Fun 292,45! 778,02( 8,171 121,83t 1,200,48.
Foreign Exchange Gail — 862 — — 862
Fund Cash Distributions (85,357 (21,22%) (5,91)) (70,035 (182,52)
Performance Fees, June 30, 2011 $780,14: $823,13: $ 11,79 $340,97" $1,956,04
Other Investments
Other Investments consist primarily of investmesdwities held by Blackstone for its own accourite Tollowing table presents
Blackstone’s realized and net change in unrealigeds in other investments:
Three Months Ended June 30, Six Months Ended June 30,
2011 2010 2011 2010
Realized Gains (Losses) $ 39¢ $ (237) $ 39¢ $ 94z
Net Change in Unrealized Gai 343 457 1,29 927
$ 742 $ 22C $ 1,691 $ 1,86¢

5.  NET ASSET VALUE AS FAIR VALUE

Certain of the consolidated Blackstone Funds ofjeddnds and credit-oriented funds measure the@sitments in underlying funds at
fair value using NAV per share without adjustmd8rite terms of the investee’s investment generalbyigie for minimum holding periods or
lock-ups, the institution of gates on redemptionthe suspension of redemptions or an ability de-giocket investments, at the discretion of
the investees fund manager, and as a result, investments mayen@deemable at, or within three months ofréperting date. A side pock
is used by hedge funds and funds of hedge fungsgarate investments that may lack a readily asnatile value, are illiquid or are subject
to liquidity restriction. Redemptions are generalbt permitted until the investments within a gmeket are liquidated or it is deemed that
conditions existing at the time that required tivestment to be included in the side pocket nodorgist. As the timing of either of these
events is uncertain, the timing at which the Pastnip may redeem an investment held in a side pagdnot be estimated. A summary of
value by strategy type alongside the consolidated$ of hedge funds’ remaining unfunded commitmantsability to redeem such
investments as of June 30, 2011 is presented below:

Redemption Redemptior
Frequency
Unfunded (if Notice
Strategy Fair Value Commitments currently eligible) Period
Diversified Instruments $219,85:. $ 3,44 ©) @
Credit Driven 208,54( 3,871 (b) (b)
Event Driven 107,14( — (c) (c)
Equity 282,34: — (d) (d)
Commodities 52,24( — (e) (e)

$870,11! $ 7,31
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(a) Diversified Instruments includes investmentléage funds that invest across multiple strate¢ieestments representing 98% of the
value of the investments in this category are sligeredemption restrictions at the discretiothaf investee fund manager who may
choose (but may not have exercised such abilitg)jdepocket such investments. As of the reporting dagejnvestee fund manager |
elected to side-pocket 18% of Blackstone’s investimerhe time at which this redemption restrictioay lapse cannot be estimated.
The remaining 2% of investments within this catggepresent investments in hedge funds that atteeiprocess of liquidating.
Distributions from these funds will be receiveduaslerlying investments are liquidats

(b) The Credit Driven category includes investmantsedge funds that invest primarily in domestid énternational bonds. Investments
representing 60% of the value of the investmenthigicategory may not be redeemed at, or withieglmonths of, the reporting date.
Investments representing 22% of the value in teditdriven category are subject to redemptiorriaiins at the discretion of the
investee fund manager who may choose (but mayawa Bxercised such ability) to side-pocket suckstments. Investments
representing 3% of the value within this categ@presents an investment in a fund of hedge furatsghn the process of liquidation.
Distributions from this fund will be received asdanmlying investments are liquidated. The remairiiBgb of investments within this
category are redeemable as of the reporting

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

(d) The Equity category includes investments in hedgel$ that invest primarily in domestic and inteioradl equity securities. Investme
representing 80% of the total value of investménthis category may not be redeemed at, or withiee months of, the reporting date.
The remaining 20% are subject to redemption rd&tris at the discretion of the investee fund manad may choose (but may not
have elected such ability) to side-pocket suchstments. As of the reporting date, the invested faanager had not elected to side-
pocket Blackstor’'s investments

(e) The Commodities category includes investmentoimmodities-focused hedge funds that primariyest in futures and physical-based
commodity driven strategies. Withdrawals are notpited in this category. Distributions will be s#eed as the underlying investments
are liquidated

6. DERIVATIVE FINANCIAL INSTRUMENTS

Blackstone enters into derivative contracts in btdehedge its interest rate risk exposure agdlireseffects 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 investmempbgas. 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 Funtds @rto contracts with certain major financialtingions, all of which have investment
grade ratings. Counterparty credit risk is evaldatedetermining the fair value of derivative instrents.

Fair Value Hedges

The Partnership uses interest rate swaps to hepggsian of the interest rate risk associated \tgHixed rate borrowings. The
Partnership has designated these financial insttsvas fair value hedges. Changes in fair valubeflerivative and, to the extent that it is
highly effective, changes in the fair value of tiezlged liability, are recorded within General, Adisirative and Other in the Condensed
Consolidated Statements of Operations. The fairevaf the derivative instrument is reflected witfither Assets in the Condensed
Consolidated Statements of Financial Condition.
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Freestanding Derivatives

Freestanding derivatives are instruments that Bkacle and certain of the consolidated Blackstomel&ave entered into as part of
their overall risk management and investment sjiase These derivative contracts are not desigresdtedging instruments for accounting
purposes. Such contracts may include foreign exghaontracts, equity swaps, options, futures ahdraterivative contracts. Changes in the
fair value of derivative instruments held by coidated Blackstone Funds are reflected in Net Glaom Funds Investment Activities or,
where derivative instruments are held by the Pestig, within Investment Income (Loss), in the Censed Consolidated Statements of
Operations. The fair value of freestanding derix@tissets are recorded within Investments andtéregisg derivative liabilities are recorded
within Accounts Payable, Accrued Expenses and Qttadailities in the Condensed Consolidated StatdmehFinancial Condition.

The table below summarizes the aggregate notionaliat and fair value of the derivative financiatiuments:

June 30, 2011 December 31, 2010
Assets Liabilities Assets Liabilities
Fair Fair Fair Fair
Notional Value Notional Value Notional Value Notional Value

Fair Value Hedges
Interest Rate Sway $ 450,000 $32,26¢ $§ — $ — $450,00( $26,19: $§ — $—
Freestanding Derivatives
Blackstone— Other

Interest Rate Contrac 276,25( 2,00¢  409,56! 1,11¢ 57,20( 56 366,857 927
Foreign Exchange Contrac 24,22¢ 42E 14,68¢ 327 10,08¢ 283 13,221 74
Investments of Consolidated Blackstor
Funds
Foreign Currency Sway 428,417  48,98( — — — — — —
Interest Rate Sway — — 162,50( 14,10( — — — —
Other — — 31z 53 40¢ 2 212 2
Freestanding Derivative 728,887 51,41. 587,060 15,59t 67,697 341 380,29( 99¢
Total $1,178,88° $83,68( $587,06. $15,59: $517,69° $26,53! $380,29( $99¢

The table below summarizes the impact to the Cosetb€onsolidated Statements of Operations fronvatére financial instruments:

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 2011 2010
Fair Value Hedges— Interest Rate Swaps
Hedge Ineffectivenes $ 1,16« $ 3,71 $ 597 $ 4,63¢
Excluded from Assessment of Effectiven 7,04¢ 4,91¢ (374 (2,109
Freestanding Derivatives
Realized Gains (Losse (2,079 (15¢) (1,849 (457)
Net Change in Unrealized Gain (Lo 7,60z (1,609 6,15¢ (1,730
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As of June 30, 2011 and December 31, 2010, theétattip had not designated any derivatives asftmsthedges 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 beentelc

Assets

Loans and Receivabl

Assets of Consolidated CLO Vehicl
Corporate Loan
Corporate Bond
Other

Liabilities

Liabilities of Consolidated CLO Vehicle
Senior Secured Nott
Subordinated Notes

December 31

June 30,
2011 2010

$ 127,10¢ $ 131,29(
7,980,89: 6,351,961
142,38 157,99
37,38 12,07¢
$8,287,77. $6,653,32!
$7,859,52 $5,877,95
706,64 555,63:
$8,566,17! $6,433,58

The following table presents the realized and hahge in unrealized gains (losses) on financiatunsents on which the fair value
option was elected:

Assets

Loans and Receivabl

Debt Securitie!

Equity Securities

Assets of Consolidated CLO Vehicl

Corporate Loan
Corporate Bond
Other

Liabilities
Liabilities of Consolidated CLO Vehicle

Senior Secured Not¢
Subordinated Notes

24

Six Months Ended June 30,

2011 2010

Realized Net Change Realized Net Change
Gains in Unrealized Gains in Unrealized
(Losses) Gains (Losses (Losses) Gains (Losses
$ — $ (287) $ 38t $ 1,767
— . (16) —

— — — 501
65,11 (33,72) (6,807) 61,28¢
2,14¢ (1,329 — (6,441
48C 4,126 702 (29¢)
$67,74: $ (31,209 $(5,732) $ 56,81
$(7,719  $ (332,47)  $(1.37) $ (1,519
— (67,709 — (87,156
$(7,719 $ (400,18) $(1,379) $ (88,670
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The following table presents for those financiatinments on which the fair value option was elctiee uncollected principal balance
on the financial instruments that exceeded thevilire and the fair value and principal balancéhafinancial instruments that were past

As of June 30, 2011 As of December 31, 2010
For Financial Assets For Financial Assets
Past Due (a) Past Due (a)
Excess Excess Excess Excess
(Deficiency) (Deficiency) (Deficiency) (Deficiency)
of Fair Value Fair of Fair Value of Fair Value Fair of Fair Value
Over Principal Value Over Principal Over Principal Value Over Principal
Loans and Receivables $ 92¢ $ — $ — $ 1,391 $ — $ —
Assets of Consolidated CLO Vehicl
Corporate Loan (356,77) 15,81¢ (21,445 (244,23)) 5,39: (2,169
Corporate Bond (1,500 13,96t (3,919 (1,549 5,63( (2,087)

$ (357,34)  $29,78° $ (2536 $ (244,38)  $11,020 B (4,246

(a) Past due Corporate Loans and Corporate Borthgw@LO assets are classified as past due if aotual payments are more than one
day past due

As of June 30, 2011 and December 31, 2010, no LaadRkeceivables on which the fair value option elasted were past due or in
non-accrual status.
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8. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS

The following tables summarize the valuation of Batnership’s financial assets and liabilitieshy fair value hierarchy as of June 30,

2011 and December 31, 2010, respectively:

Assets
Investments of Consolidated Blackstone Fund:
Investment Fund
Equity Securities
Partnership and LLC Interes
Debt Instrument
Assets of Consolidated CLO Vehicl
Corporate Loan
Corporate Bond
Freestanding Derivative— Foreign Currency Swaj
Other
Total Investments of Blackstone Consolidated Fu
Blackston’s Treasury Cash Management Strate
Money Market Fund
Freestanding Derivative
Interest Rate Contrac
Foreign Exchange Contrac
Derivative Instruments Used as Fair Value Hec
Loans and Receivabl
Other Investment

Liabilities
Liabilities of Consolidated CLO Vehicles (
Senior Secured Not¢
Subordinated Note
Freestanding Derivative— Interest Rate Sway
Freestanding Derivative
Interest Rate Contrac
Foreign Exchange Contrac
Securities Sold, Not Yet Purchas

June 30, 2011

Level |

Level Il

Level Il

Total

$ — $ 1,45( $ 868,66! $ 870,11
177,19 24,23 107,90! 309,33(
49,73 — 573,90 623,63

11¢ 268,69! 10,467 279,28:
— 7,714,021 271,93. 7,985,95!
— 142,38¢ — 142,38
— 48,98( — 48,98(
— 27,33¢ 4,97 32,31¢

227,04 8,227,11i 1,837,85 10,292,00
301,78 510,86: 117,42t 930,07
73,52 — — 73,52

89 1,915 — 2,00¢

— 42¢ — 42~

— 32,26¢ — 32,26¢

— — 127,10t 127,10t
9,71¢ 64z 21,28¢ 31,64
$612,15° $8,773,22! $2,103,67: $11,489,05

$ — $ — $7,859,52 $ 7,859,52

— — 706,64¢ 706,64

— 14,10( — 14,10(

692 422 — 1,11¢

— 327 — 327
1,09( 73,80" — 74,89"

$ 1,78% $ 88,65¢ $8,566,17! $ 8,656,61!
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December 31, 2010

Level | Level Il Level llI Total
Assets
Investments of Consolidated Blackstone Fund:
Investment Fund $ — $ 2,33 $ 723,58 $ 725,91¢
Equity Securities 133,48: 24,00 136,61« 294,10:
Partnership and LLC Interes — — 500,16: 500,16:
Debt Instrument 107 138,51¢ 11,48: 150,10t
Assets of Consolidated CLO Vehicl
Corporate Loan — 6,131,101 220,86( 6,351,961
Corporate Bond — 157,99° — 157,99°
Other — 2,40¢F 9,671 12,07¢
Total Investments of Blackstone Consolidated Ft 133,59( 6,456,36! 1,602,37. 8,192,322
Blackston’s Treasury Cash Management Strate 442,70( 453,66’ — 896,36
Money Market Fund 165,95 — — 165,95
Freestanding Derivative
Interest Rate Contrac 13 43 — 56
Foreign Exchange Contrac — 28¢ — 28¢
Derivative Instruments Used as Fair Value Hec — 26,19:¢ — 26,19:
Loans and Receivabl — — 131,29( 131,29(
Other Investment 6,852 362 19,67 26,88¢
$749,11. $6,936,91. $1,753,33: $9,439,35!
Liabilities
Liabilities of Consolidated CLO Vehicles (
Senior Secured Nott $ — $ — $5,877,95 $5,877,95
Subordinated Note — — 555,63: 555,63:
Freestanding Derivative
Interest Rate Contrac 19 90:S — 922
Foreign Exchange Contrac — 74 — 74
Securities Sold, Not Yet Purchas 531 116,15 — 116,68t

$  55C $ 117,13 $6,433,58 $6,551,27:

(&) Pursuantto GAAP consolidation guidance, theneeship is required to consolidate all VIEs inigbhit has been identified as the
primary beneficiary, including its investments ih@ vehicles and other funds in which a consolidaetity of the Partnership, as the
general partner of the fund, is presumed to hawéralo While the Partnership is required to corgatié certain funds, including CLO
vehicles, for GAAP purposes, the Partnership haahility to utilize the assets of these funds draté is no recourse to the Partnership
for their liabilities since these are client assetd liabilities.

During the quarter ended June 30, 2011, the Patigereclassified $27.1 million of Investments afrSolidated Blackstone Funds —
Partnership and LLC Interests from Level Il to LieNé his occurred when a restriction discount wadonger applied to a quoted price
obtained in an active market.
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The following table summarizes the valuation metiogy used in the determination of the fair val@iéimancial instruments for which
Level lll inputs were used as of June 30, 2011:

Private Hedge Financial
Real Fund Credit
Valuation Methodology Equity Estate Solutions Businesse Advisory Total
Third-Party Fund Managers — — 39% — — 39%
Specific Valuation Metrics 17% 25% 2% 16% 1% 61%
17% 250 419% 16% 1% 10Cos

The following tables summarize the changes in fingrassets and liabilities measured at fair vétuevhich the Partnership has used
Level Ill inputs to determine fair value and does imclude gains or losses that were reported ireL#l in prior years or for instruments that
were transferred out of Level Ill prior to the enfcthe current reporting period. Total realized amdealized gains and losses recorded for
Level lll investments are reported in Investmermoime (Loss) and Net Gains from Fund InvestmentuitiEs in the Condensed Consolida
Statements of Operations.

Level lll Financial Assets at Fair Value
Three Months Ended June 30,

2011 2010
Investments o Investments o
Consolidated Loans and Other Consolidated Loans and Other
Funds Receivable Investments Total Funds Receivable Investments Total
Balance, Beginning of Period $  1,741,69 $ 14,03 $ 20,97( $1,776,69! $ 1,371,70: $ 6597 $ 18,207 $1,455,88!
Transfer In Due to Consolidation and
Acquisition (a) 9,57( — — 9,57( 61,107 — — 61,107
Transfer In to Level 1l (b 4,607 — — 4,607 15€ — — 15€
Transfer Out of Level llI (b (112,78() — — (112,78() (183 — — (183)
Purchase 308,43( 119,86: 117,20( 545,49: N/A N/A N/A N/A
Sales (154,86.) (7,719 (531) (163,11) N/A N/A N/A N/A
Settlement: 4,93:¢ (71) — 4,86 N/A N/A N/A N/A
Purchases (Sales), N N/A N/A N/A N/A (46,347 (42,549 (252) (89,13))
Realized Gains (Losses), N (3,769 — 531 (3,239 (18,36() 304 501 (17,55%)
Changes in Unrealized Gains (Losses)
Included in Earnings Related to
Investments Still Held at the Reporting
Date 40,02¢ 1,00¢ 543 41,57 46,527 3,111 41¢ 50,05
Balance, End of Period $ 1,837,85: $ 127,10¢ $ 138,71: $2,103,67: $ 1,414,601 $ 26,84+« $ 18,87¢ $1,460,32!
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Level lll Financial Assets at Fair Value
Six Months Ended June 30,

2011 2010
Investments o Investments o
Consolidated Loans and Other Consolidated Loans and Other
Funds Receivable Investments Total Funds Receivable Investments Total
Balance, Beginning of Period $ 1,602,337 $ 131,29( $ 19,67: $1,753,33. $ 1,192,46. $  68,54¢ $  46,57¢ $1,307,59
Transfer In Due to Consolidation and
Acquisition (a) 9,57( — — 9,57( 227,59 — — 227,59
Transfer In to Level Il (b 11,16: — — 11,16: 18C — — 18C
Transfer Out of Level llI (b (134,24)) — — (134,24)) (20,547 — — (20,547
Purchase 436,52¢ 126,09( 117,20( 679,81¢ N/A N/A N/A N/A
Sales (217,82f) (129,901) (531) (348,25) N/A N/A N/A N/A
Settlement: — (1,447 — (1,447 N/A N/A N/A N/A
Purchases (Sales), N N/A N/A N/A N/A (85,569) (45,119 (29,469) (160,15()
Realized Gains (Losses), N 4,081 — 531 4,61¢ (17,399 38E 95E (16,057
Changes in Unrealized Gains (Losses)
Included in Earnings Related to
Investments Still Held at the Reporting
Date 126,20: 1,06¢ 1,841 129,11 117,87 3,02¢ 81C 121,711
Balance, End of Peric $ 1,837,855 $ 127,10¢ $ 138,71:  $2,10367- $ 1414600 $ 26,84 $ 18,87F  $1,460,32!
Level lll Financial Liabilities at Fair Value
Three Months Ended June 30,
2011 2010
Collateralized Collateralized
Collateralized Collateralized
Loan Loan
Loan Obligations Loan Obligations
Obligations Subordinated Obligations Subordinated
Senior Senior
Notes Notes Total Notes Notes Total
Balance, Beginning of Period $6,023,89: $ 567,43t $6,591,32i $3,254,54. $ 281,14t $3,535,68
Transfer In Due to Consolidation and Acquisition
€)) 1,829,89! 95,56 1,925,46! 2,377,94 103,28! 2,481,23:
Issuance: 204 — 204 N/A N/A N/A
Settlement: (73,830) (22¢) (74,059 N/A N/A N/A
Purchases (Sales), N N/A N/A N/A (23,210 — (23,210
Realized Gains (Losses), N 2,31¢ — 2,31¢ — — —
Changes in Unrealized Gains (Losses) Included
Earnings Related to Investments Still Held at
Reporting Date 77,04 43,87¢ 120,91° (125,79) 59,41¢ (66,387
Balance, End of Peric $7,859,52° $ 706,64¢ $8,566,171 $5,483,48. $ 443,84 $5,927,33
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Level lll Financial Liabilities at Fair Value
Six Months Ended June 30,

2011 2010
Collateralized Collateralized
Collateralized Collateralized
Loan Loan
Loan Obligations Loan Obligations
Obligations Subordinated Obligations Subordinated
Senior Senior
Notes Notes Total Notes Notes Total
Balance, Beginning of Period $5,877,95 $ 555,63: $6,433,58! $ — $ — $ —
Transfer In Due to Consolidation and
Acquisition (a) 1,829,89! 95,56 1,925,46! 5,649,17! 364,82¢ 6,014,00.
Issuance: 404 — 404 N/A N/A N/A
Settlement: (235,27)) (12,487 (247,75¢) N/A N/A N/A
Purchases (Sales), N N/A N/A N/A (23,210 — (23,210
Realized Gains (Losses), N 7,71¢ — 7,71¢F — — —
Changes in Unrealized Gains (Losses)
Included in Earnings Related to
Investments Still Held at the Reportii
Date 378,82! 67,93 446,75¢ (142,48 79,01¢ (63,46¢)
Balance, End of Peric $7,859,52 $ 706,64¢ $8,566,17! $5,483,48: $ 443,84’ $5,927,33!

N/A Not applicable

(@) Represents the transfer into Level Il of finih assets and liabilities held by CLO vehiclesassult of the application of consolidation
guidance effective January 1, 2010 and as a rektlie acquisition of management contracts on Apr2010 and May 16, 201
(b) Transfers in and out of Level Il financial assand liabilities were due to changes in the addlity of inputs used in the valuation of

such assets and liabilitie

9. VARIABLE INTEREST ENTITIES

Pursuant to GAAP consolidation guidance, the Peship consolidates certain VIEs in which it is detaed that the Partnership is the
primary beneficiary either directly or indirectijirough a consolidated entity or affiliate. VIEslide certain private equity, real estate,
credit-oriented or funds of hedge funds entitied @O vehicles. The purpose of such VIEs is to fmewstrategy specific investment
opportunities for investors in exchange for managerand performance based fees. The investmetegitra of the Blackstone Funds differ
by product; however, the fundamental risks of thecBstone Funds have similar characteristics, tholyloss of invested capital and loss of
management fees and performance based fees. IksBlae’s role as general partner or investmentsadyit generally considers itself the
sponsor of the applicable Blackstone Fund. ThenBeship does not provide performance guaranteebasdo other financial obligation to

provide funding to consolidated VIEs other tharoiten capital commitments.
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The assets and liabilities of the consolidated \itfetuded in the Condensed Consolidated Statemuéiimancial Condition were as
follows:

June 30, 2011 December 31, 2010
All Other
All Other Consolidated
Consolidated Consolidated Consolidated
CLO Blackstone CLO Blackstone
Vehicles Funds Total Vehicles Funds Total
Assets
Cash Held by Blackstone Funds and Or $ 833,760 $ 4540¢ $ 879,16t $ 662,77t $ 44,84¢ $ 707,62
Investment: 8,209,64: 971,44 9,181,08! 6,522,03! 902,29: 7,424,32!
Accounts Receivabl 38,88( 2,08t 40,96¢ 21,66¢ 711 22,38(
Due from Affiliates — 31,17¢ 31,17t — 30,18: 30,18:
Other Asset: 113,92 1,84¢ 115,77 17,65 2,172 19,82
Total Assets $9,196,21:  $1,051,95 $10,248,16  $7,224,13 $ 980,20:  $8,204,33
Liabilities
Loans Payabl $8,258,95' $ 8,706 $ 8,267,66. $6,144490 $ 9,68¢ $6,154,17
Due to Affiliates 307,22( 20,65¢ 327,87¢ 289,09¢ 15,87( 304,96
Accounts Payable, Accrued Expenses and C 381,84t 7,06: 388,90 311,96! 18,71( 330,67!
Total Liabilities $8,948,02 $ 36,427 $ 8,984,444 $6,74555 $ 44,26¢ $6,789,82:

There is no recourse to the Partnership for theaarated VIES’ liabilities including the liabiléts of the consolidated CLO vehicles.
The assets and liabilities of consolidated VIEs pase primarily investments and notes payable aadreluded within Investments, Loans
Payable and Due to Affiliates, respectively, in @@ndensed Consolidated Statements of FinanciadliGom.

The Partnership holds variable interests in ceNdliifs which are not consolidated as it is determiitieat the Partnership is not the
primary beneficiary. The Partnership’s involvemenith such entities is in the form of direct equityerests and fee arrangements. The
maximum exposure to loss represents the loss efsasscognized by Blackstone relating to non-cadat#d entities, any amounts due to non-
consolidated entities and any clawback obligatelating to previously distributed Carried Interddte assets and liabilities recognized in the
Partnership’s Condensed Consolidated Statemeimancial Condition related to the Partnershipteiiest in these non-consolidated VIEs
and the Partnership’s maximum exposure to lossimglto non-consolidated VIEs were as follows:

December 31

June 30,
2011 2010
Investments $182,74. $ 89,74
Receivable: 81,29; 178,71
Total VIE Assets 264,04: 268,46.
VIE Liabilities — 16¢
Potential Clawback Obligatic 8,61¢ 4,71
Maximum Exposure to Los $272,65¢ $ 273,34
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10. REVERSE REPURCHASE AND REPURCHASE AGREEMENTS

At June 30, 2011, the Partnership received seesyitirimarily U.S. and non-U.S. government and egsecurities, asset-backed
securities and corporate debt, with a fair valug38.3 million and cash as collateral for reveeqaurchase agreements that could be
repledged, delivered or otherwise used. Secusitifsa fair value of $73.8 million were repledgelelivered or used to settle Securities Sold,
Not Yet Purchased. The Partnership also pledgedtities with a carrying value of $77.0 million andsh to collateralize its repurche
agreements. Such securities can be repledgededsdiwr otherwise used by the counterparty.

11. BORROWINGS

On April 8, 2011, indirect subsidiaries of Blackstoentered into an amendment to the $1.02 bileeolving credit facility (the “Credit
Facility”) with Citibank, N.A., as Administrative Agent. Thenandment extended the maturity date of the Creatitliey from March 23, 201
to April 8, 2016. As of June 30, 2011, Blackstomad no outstanding borrowings under the Credit Fgcil

The fair value of the Blackstone issued notes akiné 30, 2011 and December 31, 2010 was:

Fair Value
December 31
June 30,
2011 2010
Blackstone Issued 5.875%, $400 Million Par, Notes B/15/2021 $407,72( $ 398,09°
Blackstone Issued 6.625%, $600 Million Par, Note® B/15/201¢ $643,14( $ 612,81«

Included within Loans Payable and Due to Affiliatge amounts due to holders of debt securitiegtsby Blackstone’s consolidated
CLO vehicles. At June 30, 2011 and December 3102 Partnership’s borrowings through consolid&@&O vehicles consisted of the
following:

June 30, 2011 December 31, 2010
Weighted Weighted
Weighted Average Weighted Average
Remaining Remaining
Average Maturity in Average Maturity in
Borrowing Interest Borrowing Interest
Outstanding Rate Years Outstanding Rate Years
Senior Secured Notes $8,275,35. 1.56% 4.4 $6,466,79: 1.3%% 5.2
Subordinated Note 1,133,52! €)] 7.C 895,30 @ 7.7
$9,408,88. $7,362,09

(&) The Subordinated Notes do not have contraagiteslest rates but instead receive distributionmfthe excess cash flows of the CLO
vehicles.

Included within Senior Secured Notes and Subordih&lotes are amounts due to non-consolidatedaaéfdiof $104.6 million and
$298.3 million, respectively. The fair value of 8rSecured and Subordinated Notes as of June(3d, &as $7.9 billion and $715.6 million,
respectively, of which $110.4 million and $196.8lioin represents the amounts Due to Affiliates.

The Loans Payable of the consolidated CLO vehatesollateralized by assets held by each resgeCivD vehicle and assets of one
vehicle may not be used to satisfy the liabilitésnother. As of June 30, 2011, the fair valuthefCLO assets was $9.2 billion. This
collateral consisted of Cash, Corporate Loans, @atp Bonds and other securities.
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Scheduled principal payments for borrowings asuoeJ30, 2011 were as follows:

Blackstone Func

Operating Facilities / CLO Total

Borrowings Vehicles Borrowings
2011 $ 594 $ — $ 594
2012 7,91z 8,70¢ 16,61¢
2013 1,92: 78,13¢ 80,06:
2014 5,04( 430,86¢ 435,90¢
2015 — 737,72t 737,72t
Thereafter 1,000,001 8,162,15; 9,162,15;
Total $1,015,46! $ 9,417,58: $10,433,05

12. INCOME TAXES

Blackstone’s effective tax rate was 25.80% and4(8®for the three months ended June 30, 2011 ab@d, 28spectively, and 28.16%
and (3.36)% for the six months ended June 30, 20812010, respectively. Blackstone’s income tawigion was $64.2 million and
$19.4 million for the three months ended June 8Q12and 2010, respectively, and $103.0 million $28.0 million for the six months ended
June 30, 2011 and 2010, respectively.

Blackstone’s effective tax rate for the three amchsonths ended June 30, 2011 and 2010 was suiadiadue to the following:
(a) certain corporate subsidiaries are subjectderfal, state, local and foreign income taxes pBcale and other subsidiaries are subject to
New York City unincorporated business taxes, afd (portion of compensation charges are not dededir tax purpose:

13. NET INCOME (LOSS) PER COMMON UNIT

Basic and diluted net income (loss) per commonfanithe three and six months ended June 30, 26d Dane 30, 2010 was calculated
as follows:

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 2011 2010

Net Income (Loss) Attributable to The Blackstc
Group L.P. $ 86,23 $ (193,32 $ 128,94 $ (314,69)
Basic Net Income (Loss) Per Common Unit
Weighted-Average Common Units

Outstanding 476,289,64 354,399,78 462,094,87 344,084,39
Basic Net Income (Loss) Per Common Unit $ 0.1€ $ (0.55) $ 0.2¢ $ (0.97)

Diluted Net Income (Loss) Per Common Unit
Weighted-Average Common Units

Outstanding 476,289,64 354,399,78 462,094,87 344,084,39
Weighted-Average Unvested Deferred

Restricted Common Uni 7,353,99! — 6,523,85! —
Weighted-Average Diluted Common Units

Outstanding 483,643,64 354,399,78 468,618,73 344,084,39
Diluted Net Income (Loss) Per Common U $ 0.1¢ $ (0.5Y $ 0.2¢ $ (0.97)
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The following table summarizes the anti-dilutiveseties for the three and six months ended Jun@@D1 and 2010:

Three Months Ended June 30, Six Months Ended June 30,

2011 2010 2011 2010
Weighted-Average Unvested Deferred Restricted Combiuits @) 27,418,93 @) 28,019,29
Weightec-Average Blackstone Holdings Partnership U 625,526,08 743,034,05 641,817,87 753,889,71

(&) These units were dilutive and are included in tii@ed per common unit calculation for the applieaperiod.

Unit Repurchase Program

In January 2008, Blackstone announced that thedBafaDirectors of its general partner, Blackstonmep Management L.L.C., had
authorized the repurchase by Blackstone of up @®@$billion of Blackstone Common Units and Blacksdtoldings Partnership Units.
Under this unit repurchase program, units may banghased from time to time in open market trarieast in privately negotiated
transactions or otherwise. The timing and the dctumber of Blackstone Common Units and Blackstdo#lings Partnership Units
repurchased will depend on a variety of factorsluiding legal requirements, price and economicraadket conditions. This unit repurchase
program may be suspended or discontinued at argyaimd does not have a specified expiration date.

During the six months ended June 30, 2011, Blaokstepurchased 116,270 vested Blackstone Holdiagsdtship Units as part of the
unit repurchase program for a total cost of $2.liani The repurchase resulted in a decrease inkBtane’s ownership interest in Blackstone
Holdings equity of $1.7 million. As of June 30, 20the amount remaining available for repurchasefeuthis program was $335.8 million.

During the six months ended June 30, 2010, Blacdkstepurchased 84,888 vested Blackstone Commos bsipart of the unit
repurchase program for a total cost of $1.2 million

14. EQUITY -BASED COMPENSATION

The Partnership has granted equity-based compensatiards to Blackstone’s senior managing directars-partner professionals,
non-professionals and selected external advisatenthe Partnership’s 2007 Equity Incentive Plae (Equity Plan”), the majority of which
to date were granted in connection with the IPGe EQuity Plan allows for the granting of optionsitappreciation rights or other unit-based
awards (units, restricted units, restricted commoits, deferred restricted common units, phantastricded common units or other utigsec
awards based in whole or in part on the fair vaiuthe Blackstone Common Units or Blackstone HajdifPartnership Units) which may
contain certain service or performance requiremexgf January 1, 2011, the Partnership had thiyato grant 162,380,981 units under |
Equity Plan.

For the three and six months ended June 30, 2B& Rdrtnership recorded compensation expense 8fé4dllion and $834.9 million,
respectively, in relation to its equity-based avsanith corresponding tax benefits of $4.5 milliorda$8.7 million, respectively. For the three
and six months ended June 30, 2010, the Partneestopded compensation expense of $743.8 milli@h$dn5 billion, respectively, in
relation to its equity-based awards with corresjogntbax benefits of $3.0 million and $4.6 milliarespectively. As of
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June 30, 2011, there was $3.0 billion of estimate@cognized compensation expense related to wi/aestards. This cost is expected to be
recognized over a weighted-average period of 3a8sye

Total vested and unvested outstanding units, ifetuBlackstone Common Units, Blackstone Holdinggigaship Units and deferred
restricted common units, were 1,123,396,542 asioé B0, 2011. Total outstanding unvested phantdts were 223,531 as of June 30, 2011.

A summary of the status of the Partnership’s uregesjuity-based awards as of June 30, 2011 anchmary of changes during the
period January 1, 2011 through June 30, 2011 =epted below:

Blackstone Holdings The Blackstone Group L.P.

Equity Settled Awards Cash Settled Awards
Weighted- Deferred Weighted-
Average Restricted Weighted- Average

Grant Common Average Grant
Partnership Date Fair Units and Grant Date Phantom Date Fair

Unvested Units Units Value Options Fair Value Units Value
Balance, December 31, 2010 149,225,31 $ 30.5¢ 19,118,94 $ 21.0C 225,84: $ 13.9¢
Granted 3,032,01! 14.4¢ 2,650,90:! 14.1¢ 532 14.8¢
Vested (49,576,03) 30.7C  (4,009,91) 25.6¢ (2,847) 13.9¢

Forfeited (9,141,12) 30.5¢ (799,55() 22.5¢ — —
Balance, June 30, 2011 93,540,18 $ 30.0C 16,960,39 $ 18.7¢ 223,53: $ 16.17

Units Expected to Vest

The following unvested units, after expected fatfieds, as of June 30, 2011, are expected to vest:

Weighted-

Average

Service

Period in

Units Years

Blackstone Holdings Partnership Units 86,462,15 3.8
Deferred Restricted Blackstone Common Units andddpt 13,967,99 3.C
Total Equity-Based Awards 100,430,14 3.7
Phantom Units 203,02 3.¢
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15. RELATED PARTY TRANSACTIONS
Affiliate Receivables and Payables
As of June 30, 2011 and December 31, 2010, Due Affiliates and Due to Affiliates comprised the lfmhing:

December 31
June 30,

2011 2010
Due from Affiliates
Accrual for Potential Clawback of Previously Dibtited Carried Intere: $ 144,78. $ 180,67.
Primarily Interest Bearing Advances Made on BebéalEertain Non-Controlling Interest Holders and
Blackstone Employees for Investments in Blackstemeds 166,64 169,41:
Amounts Due from Portfolio Companies and Fu 192,14( 175,87.
Investments Redeemed in MConsolidated Funds of Fun 57,17 43,79(
Management and Performance Fees Due fron-Consolidated Funds of Fun 77,90¢ 107,54
Payments Made on Behalf of N-Consolidated Entitie 110,63! 81,68¢
Advances Made to Certain N-Controlling Interest Holders and Blackstone Empés 6,76¢ 36,41:

$ 756,05¢ $ 795,39

December 31

June 30,
2011 2010
Due to Affiliates
Due to Certain Nc-Controlling Interest Holders in Connection with fhax Receivable Agreemer $1,287,09' $1,114,60'
Accrual for Potential Repayment of Previously ReediPerformance Fe: 228,68: 273,82¢
Due to Not-Holders of Consolidated CLO Vehicl 307,22( 274,02(
Distributions Received on Behalf of Certain I-Controlling Interest Holders and Blackstone Empés 25,19¢ 77,36
Distributions Received on Behalf of N-Consolidated Entitie 23,53t 15,97(
Payments Made by N-Consolidated Entitie 9,557 6,497

$1,881,29 $1,762,28

Interests of the Founder, Senior Managing Directorand Employees

The founder, senior managing directors and empky®ast on a discretionary basis in the Blacksteumgds both directly and through
consolidated entities. Their investments may béesuitho preferential management fee and performéearrangements. As of June 30, 2
and December 31, 2010, the founder’s, other sen@raging directors’ and employees’ investmentsegaed $942.1 million and
$832.8 million, respectively, and the founder'$ietsenior managing directors’ and employees’ sbbtiee Net Income Attributable to
Redeemable Non-Controlling and Non-Controlling tasts in Consolidated Entities aggregated $61.llomiand $24.9 million for the three
months ended June 30, 2011 and 2010, respectaaty$131.9 million and $81.7 million for the six ntles ended June 30, 2011 and 2010,
respectively.
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Revenues Earned from Affiliates

Management and Advisory Fees earned from affilitatded $118.9 million and $37.3 million for tHe¢e months ended June 30, 2
and 2010, respectively. Management and Advisong leaened from affiliates totaled $189.0 million &v6.1 million for the six months
ended June 30, 2011 and 2010, respectively. Fiae mrimarily to transaction and monitoring fedsieth are made in the ordinary course of
business and under terms that would have beemebtfiom unaffiliated third parties.

Loans to Affiliates

Loans to affiliates consist of interds¢aring advances to certain Blackstone individt@mfance their investments in certain Blackst
Funds. These loans earn interest at Blackstonstsoédorrowing and such interest totaled $0.6igmliand $0.4 million for the three months
ended June 30, 2011 and 2010, respectively, a®dn$illion and $1.1 million for the six months endahe 30, 2011 and 2010, respectively.
No such loans to any director or executive officeBlackstone have been made or were outstandiug $¥larch 22, 2007, the date
Blackstone’s initial filing with the Securities alitkchange Commission of a registration statemdatimg to its initial public offering.

Contingent Repayment Guarantee

Blackstone and its personnel who have receivedéthimterest distributions have guaranteed paymera several basis (subject to a
cap) to the Carry Funds of any clawback obligatidth respect to the excess Carried Interest alkmttd the general partners of such funds
and indirectly received thereby to the extent #ititer Blackstone or its personnel fails to fuliil clawback obligation, if any. The Accrual
for Possible Repayment of Previously Received Perdoce Fees represents amounts previously paithtik®&one Holdings and non-
controlling interest holders that would need tadygaid to the Blackstone Funds if the Carry Fundeevto be liquidated based on the fair
value of their underlying investments as of Jung2B1.1. See Note 16. “Commitments and Contingeneigdontingencies — Contingent
Obligations (Clawback)”.

Aircraft and Other Services

In the normal course of business, Blackstone peridmve made use of aircraft owned as personelsalsg 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 purchasebheircraft himself and bears all operating,
personnel and maintenance costs associated withofieration. In addition, Mr. Schwarzman is chakfer his and his family’s personal use
of Blackstone assets based on market rates and.u3agment by Blackstone for the use of the Petgaraaft by other Blackstone
employees are made at market rates. Personal Baakstone resources are also reimbursed to Biae&sat market rates. The transactions
described herein are not material to the Conde@sedolidated Financial Statements.

Tax Receivable Agreements

Blackstone used a portion of the proceeds froniRiieand the sale of non-voting common units toiBgijNonderful Investments to
purchase interests in the predecessor businesseste predecessor owners. In addition, holdeBlafkstone Holdings Partnership Units
may exchange their Blackstone Holdings Partnershis for Blackstone Common Units on a one-éme basis. The purchase and subses
exchanges are expected to result in increaseg itathbasis of the tangible and intangible asde®azkstone Holdings and therefore reduce
the amount of tax that Blackstone’s wholly-ownetisidiaries would otherwise be required to pay @nfikture.
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One of the subsidiaries of the Partnership whichésrporate taxpayer has entered into tax recleihagreements with each of the
predecessor owners and additional tax receivalskeatents have been executed, and will continue &xbcuted, with newlgdmitted senic
managing directors and others who acquire Blackskwidings Partnership Units. The agreements peofadthe payment by the corporate
taxpayer to such owners of 85% of the amount dfl sasings, if any, in U.S. federal, state and la@oedme tax that the corporate taxpayers
actually realize as a result of the aforementidneteases in tax basis and of certain other tarfitsrrelated to entering into these tax
receivable agreements. For purposes of the taxvadide agreements, cash savings in income taxb@itomputed by comparing the actual
income tax liability of the corporate taxpayerghe amount of such taxes that the corporate taxpayeuld have been required to pay had
there been no increase to the tax basis of théllenand intangible assets of Blackstone Holdirnga aesult of the exchanges and had the
corporate taxpayers not entered into the tax rabdédvagreements.

Assuming no material changes in the relevant taxdad that the corporate taxpayers earn suffid¢eerable income to realize the full
tax benefit of the increased amortization of theets the expected future payments under the takvable agreements (which are taxable to
the recipients) will aggregate $1,287.0 million pthee next 15 years. The after-tax net presentevafihese estimated payments totals
$352.7 million assuming a 15% discount rate andgiBlackstone’s most recent projections relatinthestimated timing of the benefit to
be received. Future payments under the tax receizgveements in respect of subsequent exchangdd e in addition to these amounts.
The payments under the tax receivable agreemestsoaiconditioned upon continued ownership of Bsaoke equity interests by the gRO
owners and the others mentioned above.

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

16. COMMITMENTS AND CONTINGENCIES
Commitments
I nvestment Commitments

Blackstone had $1.2 hillion of investment commithsess of June 30, 2011 representing general parapgial funding commitments to
the Blackstone Funds, limited partner capital fagdio other funds and Blackstone principal investnoemmitments. The consolidated
Blackstone Funds had signed investment commitmar$23.3 million as of June 30, 2011 which inclu@€s9 million of signed investment
commitments for portfolio company acquisitionstie fprocess of closing.

Contingencies
Guarantees

Certain of Blackstone’s consolidated real estatel$uiguarantee payments to third parties in conmegtith the on-going business
activities and/or acquisitions of their Portfoli@@panies. There is no direct recourse to the Patiipeto fulfill such obligations. To the
extent that underlying funds are required to futfilarantee obligations, the Partnership’s investggital in such funds is at risk. Total
investments at risk in respect of guarantees egtébg consolidated real estate funds was $5.2amidls of June 30, 2011.
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Contingent Performance Fees

There were $166.3 million of segment level PerfaroeaFees related to the hedge funds in the Hedge Salutions, Credit Businesses
and Real Estate segments through the period enaed3D, 2011 attributable to arrangements wherenfesurement period had not ended.
Measurement periods may be greater than the cuepatting period. On a consolidated basis, afterigations, such Performance Fees v
$164.4 million for the six months ended June 301,120

Litigation
From time to time, Blackstone is named as a defariddegal actions relating to transactions coneddn the ordinary course of
business. Although there can be no assurance afutiteme of such legal actions, in the opinion ahagement, Blackstone does not have a

potential liability related to any current legabpeeding or claim that would individually or in taggregate materially adversely affect its
results of operations, financial position or caskvé.

Contingent Obligations (Clawback)

Carried Interest earned by Blackstone is subjectawback to the extent that the Carried Interesgéived to date exceeds the amount
due to Blackstone based on cumulative results.atheal clawback liability, however, does not becarsdized until the end of a fund’s life
except for Blackstone's real estate funds which heaye an interim clawback liability come due afieralized loss is incurred, depending on
the fund. The lives of the carry funds with a peigrclawback obligation, including available comiglated extensions, are currently
anticipated to expire at various points beginnmgédrd the end of 2012 and extending through 20a&hEr extensions of such terms may be
implemented under given circumstances.

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

The following table presents the clawback obligagiby segment:

June 30, 2011 December 31, 2010
Blackstone Blackstone
Current and Current and
Segment Holdings Former Personne Total Holdings Former Personne Total
Private Equity $53,271 $ 117,07- $170,35: $62,53¢ $ 118,84! $181,37¢
Real Estate 30,62¢ 27,70¢ 58,33 30,62 61,827 92,45(
Total $ 83,90 $ 144,78 $228,68: $93,15° $ 180,67: $273,82¢

A portion of the Carried Interest paid to currentl dormer Blackstone personnel is held in segrebateounts in the event of a cash
clawback obligation. These segregated accountsanecluded in the Condensed Consolidated FindSta@ements of the Partnership,
except to the extent a portion of the assets mellde segregated accounts may be allocated tosmlidated Blackstone fund of hedge funds.
At June 30, 2011, $492.8 million was held in segted accounts for the purpose of meeting any clekvbhligations of current and former
personnel if such payments are required.
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17. SEGMENT REPORTING
Blackstone transacts its primary business in thigeldrStates and substantially all of its revenuesygnerated domestically.

As described in Note 2. “Summary of Significant Aaating Policies — Basis of Presentation”, in Jap®11, Blackstone separated
its Credit and Marketable Alternatives segment tmto new segments: Hedge Fund Solutions and CBediinesses.

Blackstone conducts its alternative asset manageaneifinancial advisory businesses through fivgrsents:
» Private Equity— Blackston’s Private Equity segment comprises its managenigtvate equity funds

* Real Estate — Blackstone’s Real Estate segmengpitintomprises its management of general oppostimieal estate funds and
internationally focused opportunistic real estateds. In addition, the segment has debt investfo@ais targeting non-controlling
real estate de-related investment opportunities in the public pridate markets, primarily in the United States &udlope.

* Hedge Fund Solutions — Blackstone’s Hedge Fundtolsi segment is comprised of Blackstone Alterafigset Management
(“BAAM™), an institutional solutions provider utiting hedge funds across a variety of strategiegtamnthdian-focused and Asian-
focused close-end mutual funds

» Credit Businesses — Blackstone’s Credit Businesegment is comprised principally of GSO and managedit-oriented funds,
CLOs, credi-focused separately managed accounts and publigisteeed del-focused investment compani

» Financial Advisory — Blackstone’s Financial Advigaegment comprises its financial advisory servioestructuring and
reorganization advisory services and Park Hill Grouhich provides fund placement services for aliive investment fund

These business segments are differentiated bywheous sources of income. The Private Equity,| BEstate, Hedge Fund Solutions
and Credit Businesses segments primarily earn ith@me from management fees and investment retrr@ssets under management, while
the Financial Advisory segment primarily earndntsome from fees related to investment bankingisesvand advice and fund placement
services.

Blackstone uses Economic Net Income (“ENI”) as akeasure of value creation, a benchmark of ittopmance and in making
resource deployment and compensation decisionsaiteofive segments. ENI represents segment oetria before taxes excluding
transaction-related charges. Transaction-relatadyels arise from Blackstone’s IPO and other cotpaaetions, including acquisitions.
Transaction-related charges include equity-basetpemsation charges, the amortization of intangiskets and contingent consideration
associated with acquisitions. ENI presents reveandsexpenses on a basis that deconsolidatesvibstiiment funds Blackstone manages.

Management makes operating decisions and assessgsrformance of each of Blackstone’s businessierts based on financial and
operating metrics and data that is presented witth@uiconsolidation of any of the Blackstone Futhdd are consolidated into the
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 five segments for the three montitedrdune 30, 2011 and 2010:

Segment Revenut
Management and Advisory Fe
Base Management Fe
Advisory Fees
Transaction and Other Fees, |
Management Fee Offsets

Total Management and Advisory Fees

Performance Fee
Realized
Unrealized
Total Performance Fees
Investment Income (Los:
Realized
Unrealized
Total Investment Income (Los
Interest and Dividend Reven
Other
Total Revenues
Expense!
Compensation and Benef
Compensatiol
Performance Fee Compensat
Realized
Unrealized
Total Compensation and Benel
Other Operating Expenses
Total Expenses
Economic Net Income

Three Months Ended June 30, 2011

Hedge Func
Private Real Credit Financial Total

Equity Estate Solutions Businesse Advisory Segments
$ 82,297 $ 97,467 $ 79,29( $57,42( $ — $ 316,47
— — — — 102,24 102,24.
52,35 49,28¢ 861 84¢ 21C 103,56:
(7,629 (745) (19€) (105) — (8,675
127,02: 146,01( 79,95 58,16 102,45: 513,60:
1,362 20,83: 667 37,35¢ — 60,21¢
187,19( 429,45¢ 3,441 (7,246 — 612,84.
188,55: 450,29( 4,10¢ 30,10¢ — 673,05¢
3,021 11,39« 12,85t 3,23¢ 22€ 30,73:
76,94 37,33: (12,869 5,437 (15) 106,83
79,96¢ 48,72¢ ) 8,67< 211 137,56
3,19 2,98¢ 472 902 1,72% 9,28:
665 51E (38) (47) 33 1,12¢
399,40: 648,53( 84,48¢ 97,80( 104,42( 1,334,64.
66,69 71,61¢ 32,28¢ 34,17( 73,96¢ 278,73t
49 9,38 258 18,027 — 27,71
29,30¢ 91,02! 2,95¢ (5,189 — 118,09°
96,05 172,02: 35,49¢ 47,00¢ 73,96¢ 424 54¢
30,124 22,97 16,07¢ 10,22¢ 19,961 99,36:
126,17¢ 194,99: 51,57 57,23 93,93t 523,90!
$273,22° $453,53¢ $ 32,91% $40,56¢ $ 10,48t $ 810,73.
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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)

Segment Revenut
Management and Advisory Fe
Base Management Fe
Advisory Fees
Transaction and Other Fees, |
Management Fee Offsets
Total Management and Advisory Fees
Performance Fee
Realized
Unrealized
Total Performance Fees
Investment Income (Los:
Realized
Unrealized
Total Investment Income (Los
Interest and Dividend Reven
Other
Total Revenues

Expense!
Compensation and Benef
Compensatiol
Performance Fee Compensat
Realized
Unrealized
Total Compensation and Benel
Other Operating Expenses
Total Expenses
Economic Net Income

Three Months Ended June 30, 2010

Hedge Func

Private Real Credit Financial Total
Equity Estate Solutions Businesse Advisory Segments
$66,798 $8291¢ $ 65537 $4767C $ — $262,91-
— — — — 134,09¢ 134,09¢
16,36 2,97¢ 87C 29¢ 10z 20,61
— (110 (72) 3 — (179
83,16: 85,78t 66,33 47,97 134,20: 417,45.
1,10¢ 16,31¢ 1,021 27,92¢ — 46,37+
(24,020) 21,117 (2,596 (15,239 — (20,739
(22,914 37,43¢ (1,57  12,68¢ - 25,63¢
3,141 3,90¢ 5,43¢ 3,291 (49) 15,72:
17,27¢ 79,54: (6,749 (3,444 561 87,18¢
20,41¢ 83,44 (1,319 (159) 51z  102,90°
2,72¢ 2,17¢ 358 40z 1,26¢ 6,93(
46C (390 (40 (332 (342) (644
83,85 208,45 63,75¢ 60,57¢ 135,63¢ 552,28
46,61: 44 52¢ 26,38¢ 26,98: 76,152 220,66:
12¢ 8,89¢ 35€ 13,50¢( — 22,87¢
(10,29¢) 15,99¢ (977) (5,618 — (892)
36,44 69,42: 25,765 34,86¢ 76,152 242,64
28,67, 17,64, 12,35: 12,167 17,31¢ 88,16(
65,12! 87,06¢ 38,12( 47,03 93,46¢ 330,80¢
$18,73: $121,38. $ 25,63¢ $1354¢ $ 42,17, $221,47.
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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)

The following table reconciles the Total SegmeatBlackstone’s Income (Loss) Before Provision fax@&s for the three months ended
June 30, 2011 and 2010:

Three Months Ended June 30, 2011
Consolidation
Adjustments
and Reconciling

Three Months Ended June 30, 2010
Consolidation
Adjustments
and Reconciling

Total Blackstone Total Blackstone
Segments Iltems Consolidated Segments Iltems Consolidated
Revenues $1,33464 $ (26,36()(a) $1,308,28 $552,28( $  (2,199(@) $ 550,08t
Expense: $ 523,90¢ $ 460,922(b) $ 984,83 $330,80¢ $ 796,957(b)  $1,127,76
Other Income $ — $ (74,659(c) $ (74,659 $ — $  (59,250(c) $ (59,250
Economic Net Income (Los $ 810,73. $ (561,93¢)(d) $ 248,79t $221,47: $ (858,399(d) $ (636,929

(@) The Revenues adjustment principally represents geanant and performance fees earned from Black&tonds which were eliminat
in consolidation to arrive at Blackstone consokdatevenues

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

(c) The Other Income adjustment results from the fahamw

Three Months Ended June 30,

(d)

2011 2010
Fund Management Fees and Performance Fees Elimiima@onsolidation $ 24,41¢ $ (8,429
Fund Expenses Added in Consolidat 402 10,07:
Non-Controlling Interests in Income (Loss) of ConsolethEntities (92,549 (58,29/)
Transaction-Related Other Income (6,925 (2,600
Total Consolidation Adjustments and Reconcilingnise $ (74,659 $ (59,25()

The reconciliation of Economic Net Income todme (Loss) Before Provision (Benefit) for Taxesegsorted in the Condensed
Consolidated Statements of Operations consistseofallowing:

Three Months Ended June 30,

2011 2010

Economic Net Income $ 810,73. $ 221.,47:
Adjustments

Amortization of Intangible: (44,90 (40,827)

IPO and Acquisitio-Related Charge (424,48)) (749,93()

Non-Controlling Interests in Income (Loss) of Caidated Entities (92,549 (67,647

Total Consolidation Adjustments and Reconcilingrise (561,930 (858,399

Income (Loss) Before Provision (Benefit) for Taxes $ 248,79t $ (636,929
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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)

The following table presents financial data fordkstone's five segments for the six months endee B0, 2011 and 2010:

Six Months Ended June 30, 2011

Hedge Func
Private Credit Financial Total
Equity Real Estate Solutions Businesses Advisory Segments
Segment Revenut
Management and Advisory Fe
Base Management Fe $ 162,23: $ 192,90t $154,90. $ 112,022 $ — $ 622,06:
Advisory Fees — — — — 172,49! 172,49
Transaction and Other Fees, | 87,69¢ 70,83: 1,58¢ 1,59/ 21€ 161,92
Management Fee Offsets (15,51%) (1,250 (320 (123) — (17,217
Total Management and Advisory Fees 234,40¢ 262,48 156,17( 113,49. 172,71. 939,26
Performance Fee
Realized 83,75 23,42¢ 1,56( 47,07¢ — 155,81!
Unrealized 219,72 797,56. 22,69¢ 78,057 — 1,118,041
Total Performance Fees 303,47¢ 820,98 24,25¢ 125,13t — 1,273,85!
Investment Income (Los:
Realized 20,92¢ 14,31 14,19¢ 4,471 32¢ 54,23:
Unrealized 106,07: 98,73¢ (5,749 9,96¢ 37¢ 209,41
Total Investment Income (Los 127,00: 113,05: 8,452 14,44( 701 263,64!
Interest and Dividend Reven 6,70z 6,271 98¢ 1,35¢ 3,40¢ 18,73:
Other 1,47¢ 1,37¢ 66 51 41¢€ 3,38
Total Revenues 673,06¢ 1,204,17 189,93( 254,47 177,24 2,498,88
Expense!
Compensation and Benef
Compensatiol 122,94¢ 130,11¢ 60,94t 64,49t 130,12¢ 508,63t
Performance Fee Compensat
Realized 7,761 10,61 553 23,32 — 42,25
Unrealized 34,77 197,52: 8,31: 40,01« — 280,62:
Total Compensation and Benel 165,48t 338,25: 69,81 127,83: 130,12¢ 831,51:
Other Operating Expenses 58,83’ 51,33’ 29,08: 25,58 37,49¢ 202,33t
Total Expenses 224,32! 389,59( 98,89 153,41« 167,62° 1,033,85!
Economic Net Income $ 448,74. $ 81458 $ 91,03¢ $ 101,06( $ 9,61: $ 1,465,03
Segment Assets as of June 30, 2011 $4,374,920 $4,026,62 $802,62: $1,663,68. $662,38: $11,530,23
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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)

Six Months Ended June 30, 2010

Hedge
Private Real Fun% Credit Financial Total
Equity Estate Solutions Businesse:! Advisory Segments
Segment Revenut
Management and Advisory Fe
Base Management Fe $132,22° $165,97¢ $129,39¢ $ 87,28 $ — $ 514,88!
Advisory Fees — — — — 210,66 210,66
Transaction and Other Fees, | 48,33¢ 4,921 1,67¢ 83t 108 55,87
Management Fee Offsets — (599 (72 (68€) — (1,357
Total Management and Advisory Fees 180,56¢ 170,29¢ 131,00¢ 87,43: 210,77( 780,07.
Performance Fee
Realized 47,28: 22,26 3,13¢ 27,56¢ — 100,25!
Unrealized 21,52¢ 32,50¢ 7,817 49,74 — 111,59!
Total Performance Fees 68,81( 54,77¢ 10,95¢ 77,31( — 211,85(
Investment Incom
Realized 2,64¢ 6,53: 5,18¢ 6,52¢ 13¢€ 21,02¢
Unrealized 101,95¢ 126,43! 5,131 4,391 791 238,70°
Total Investment Incom 104,60! 132,96 10,31¢ 10,91¢ 92¢ 259,73!
Interest and Dividend Reven 6,15¢ 4,89¢ 82¢ 1,07¢ 2,664 15,62(
Other 56( (2,26¢€) (129 (797 (1,274 (3,899
Total Revenues 360,69 360,67( 152,98! 175,94. 213,08¢ 1,263,38.
Expense!
Compensation and Benef
Compensatiol 93,52: 84,67¢ 47,13( 55,32¢ 130,64« 411,29¢
Performance Fee Compensat
Realized 6,13: 10,41¢ 1,127 12,94: — 30,62(
Unrealized (3,957) 22,93t 2,80¢ 31,91¢ — 53,70¢
Total Compensation and Benel 95,70: 118,03: 51,06: 100,18« 130,64« 495,62
Other Operating Expenses 53,10¢ 31,931 23,63¢ 20,45 32,04 161,18:
Total Expenses 148,81. 149,97( 74,70: 120,64 162,68 656,81(
Economic Net Income $211,88t¢ $210,70( $ 78,28¢ $ 55,30: $ 50,40: $ 606,57

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

the six months ended June 30, 2011 and 2010:

June 30, 2011 and the Six Months Then Ended

Six Months Ended June 30, 2010

Consolidation Consolidation

Adjustments Adjustments
and Reconciling and Reconciling
Total Blackstone Total
Segments Iltems Consolidated Segments Iltems
Revenues $ 2,498,88 $ (37,33)(a) $ 2,461,55 $1,263,38: $ (12,05¢(a)
Expense: $ 1,033,851 $ 941,84b) $ 1,975,69! $ 656,81 $ 1,571,67I(b)
Other Income $ — $ (119,84Y(c) $ (119,84) $ — $ 112,55¢c)
Economic Net Income
(Loss) $ 1,465,03 $(1,099,02)(d) $ 366,01 $ 606,57 $ (1,471,17)(d)

Total Assets $11,530,23 $10,800,89(e) $22,331,13
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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)

The Revenues adjustment principally represents geanant and performance fees earned from Black$tonds which were eliminat
in consolidation to arrive at Blackstone consokdbatevenues

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

The Other Income adjustment results from the fahaw

Six Months Ended

June 30,
2011 2010
Fund Management Fees and Performance Fees Elimima@onsolidation $ 33,51¢ $ (5,66¢€)
Fund Expenses Added in Consolidat 12,61¢ 10,78(
Non-Controlling Interests in Income (Loss) of ConsalethEntities (163,60:) 101,64:
Transactional Other Income (2,376 5,79¢
Total Consolidation Adjustments and Reconcilingrise $(119,84%) $112,55-

The reconciliation of Economic Net Income todme (Loss) Before Provision (Benefit) for Taxesegsorted in the Condensed
Consolidated Statements of Operations consistseofdllowing:

Six Months Ended

June 30,
2011 2010

Economic Net Income $ 1,465,03 $ 606,57:
Adjustments

Amortization of Intangible: (89,079 (80,339

IPO and Acquisitio-Related Charge (846,34 (1,476,65)

Non-Controlling Interests in Income (Loss) of Colidated Entities (163,609 85,81«
Total Consolidation Adjustments and Reconcilingnise (1,099,02) (1,471,17)
Income (Loss) Before Provision for Taxes $ 366,01( $ (864,59

The Total Assets adjustment represents thdiaddif assets of the consolidated Blackstone fuadbke Blackstone unconsolidated
assets to arrive at Blackstone consolidated as

SUBSEQUENT EVENTS
There have been no events since June 30, 201fethate recognition or disclosure in the ConderSedsolidated Financial

Statements.
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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 O
Investments’

Accounts Receivabl

Reverse Repurchase Agreeme
Due from Affiliates

Intangible Assets, N¢

Goodwill

Other Asset:

Deferred Tax Assets

Total Assets

Liabilities and Partners’ Capital
Loans Payabl
Due to Affiliates
Accrued Compensation and Bene
Securities Sold, Not Yet Purchas
Repurchase Agreemer
Accounts Payable, Accrued Expenses and Other [tiabil
Total Liabilities
Redeemable Non-Controlling Interests in Consolidat Entities
Partners’ Capital
Partner’ Capital
Appropriated Partne’ Capital
Accumulated Other Comprehensive Inca
Non-Controlling Interests in Consolidated Entit
Non-Controlling Interests in Blackstone Holdings
Total Partners’ Capital
Total Liabilities and Partners’ Capital

UNAUDITED SUPPLEMENTAL PRESENTATION OF STATEMENTS O F FINANCIAL CONDITION

June 30, 2011

Consolidated

Consolidated

Reclasses an

Operating Blackstone
Partnerships Funds (a) Eliminations Consolidated
$ 434,80: $ — $ — $ 434,80:
67,82¢ 928,83 — 996,66t
5,594,20 10,252,56 (527,76¢) 15,319,00
463,49: 65,46¢ — 528,96(
93,97¢ — — 93,97¢
741,67: 90,21 (75,829 756,05t
720,13: — — 720,13:
1,703,60: — — 1,703,60:
272,57: 69,53¢ (2,127 339,98t
1,437,94 — — 1,437,94
$11,530,23 $11,406,61 $ (605,716 $22,331,13
$ 1,032,48 $ 8,267,66. $ — $ 9,300,14
1,558,45! 376,99¢ (54,16)) 1,881,29
980,55¢ — — 980,55¢
73,79 1,10z — 74,89
77,19¢ — — 77,19¢
305,23 485,16. (54,577 735,81
4,027,71 9,130,92 (108,739 13,049,89
— 775,18! — 775,18!
4,391,44! 498,92¢ (498,979 4,391,39!
— 211,75¢ — 211,75¢
2,642 (14) — 2,63(
384,14¢ 789,83: 2,001 1,175,98.
2,7124,27! — — 2,724,227
7,502,51! 1,500,50 (496,979 8,506,04
$11,530,23  $11,406,61  $(605,71f)  $22,331,13

T Included within Investments of the Consolidatgzeting Partnerships is $1.9 billion represenBegiormance Fees due from the

Blackstone Funds
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THE BLACKSTONE GROUP L.P.

Unaudited Consolidating Statements of Financial Codition—(Continued)

(Dollars in Thousands)

Assets

Cash and Cash Equivalel
Cash Held by Blackstone Funds and O
Investment:

Accounts Receivabl

Reverse Repurchase Agreeme
Due from Affiliates

Intangible Assets, Ne

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
Repurchase Agreemer
Accounts Payable, Accrued Expenses and Other [tiabi
Total Liabilities
Redeemable No-Controlling Interests in Consolidated Entities
Partners’ Capital
Partner’ Capital
Appropriated Partne’ Capital
Accumulated Other Comprehensive Inca
Non-Controlling Interests in Consolidated Entit
Non-Controlling Interests in Blackstone Holdin
Total Partners’ Capital
Total Liabilities and Partners’ Capital

(@) The Consolidated Blackstone Funds consisted ofaff@ving:

Blackstone Distressed Securities Fund L.P.
Blackstone Market Opportunities Fund L.P.
Blackstone Strategic Alliance Fund L.P.
Blackstone Strategic Alliance Fund Il L.P.*
Blackstone Strategic Equity Fund L.P.

Blackstone Value Recovery Fund L.P.
Blackstone/GSO Market Neutral Credit Fund L.P.*
Blackstone/GSO Secured Trust Ltd
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December 31, 2010

Consolidated

Consolidated

Reclasses an

Operating Blackstone
Partnerships Funds (a) Eliminations Consolidated
$ 588,62 $ — $ — $ 588,62
57,94t 732,45¢ — 790,39¢
4,301,90! 8,141,96! (469,399 11,974,47
454,75: 41,14¢ 8 495,89:
181,42! — — 181,42!
753,05t 66,62’ (24,28%) 795,39
779,31: — — 779,31:
1,703,60: — — 1,703,60:
275,02: 18,17: — 293,19
1,242,29. — — 1,242,29.
$10,337,93 $9,000,36: $ (493,699 $18,844,60
$ 1,044,71 $6,154,17 $ — $ 7,198,89:
1,470,88. 330,77 (39,36) 1,762,28
819,92! 1,64: — 821,56¢
116,15: 53t — 116,68t
62,67 — — 62,67
251,35:; 377,79: (8 629,13!
3,765,70, 6,864,92; (39,37)  10,591,24
- 600,83t - 600,83t
3,888,21. 458,01: (458,017 3,888,21.
— 470,58: — 470,58
4,30z — — 4,30z
261,20( 606,01! 3,69¢ 870,90¢
2,418,51 — — 2,418,51
6,572,23I 1,534,61 (454,319 7,652,52
$10,337,93 $9,000, 36! $ (493,699 $18,844,60
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BTD CP Holdings, LP

GSO Co-Investment Partners LLC

GSO Legacy Associates Il LLC

GSO Legacy Associates LLC

Shanghai Blackstone Equity Investment Partnerstip*L
The Asia Opportunities Fund L.P.

Private equity side-by-side investment vehicles

Real estate side-by-side investment vehicles
Mezzanine side-by-side investment vehicles
Collateralized loan obligation vehicles

* Consolidated as of June 30, 2011 o
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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 bel i@econjunction with The Blackstone Group L.P.&n@ensed Consolidated
Financial Statements and the related notes includebis Quarterly Report on Form -Q.

Our Business

Blackstone is one of the largest independent managerivate capital in the world. We also provaleide range of financial advisory
services, including financial advisory, restruatgrand reorganization advisory and fund placememnices.

In January 2011, Blackstone separated its CreditMarketable Alternatives segment into two new sexgtist Hedge Fund Solutions ¢
Credit Businesses. Please see “Part . Item 1nEiabStatements — Note 2. Summary of Significaot@unting Policies — Basis of
Presentation” for additional information.

Our business is organized into five business setgnen

« Private Equity. We are a world leader in private equity investingying managed five general private equity fundsyall as twc
sector focused funds and a regionally focused faimte we established this business in 1987. Inala2011, we commenced |
investment period on our sixth general private ggfuind. Through our private equity funds we purtaasactions throughout the
world, including leveraged buyout acquisitions eAsoned companies, transactions involving growtiityqr start-up businesses
in established industries, minority investmentspooate partnerships, distressed debt, structwgedriies and industry
consolidations, in all cases in strictly friendfgrisactions

* Real Estate.We are a world leader in real estate investing wittassortment of real estate funds that are dliieglgeographicall
and across a variety of sectors. We launched mirréal estate fund in 1994 and have managedpgigrtunistic real estate funds,
three European focused real estate funds, and berusfireal estate debt investment funds. In aatdiih November 2010, we
commenced our management of the Bank of AmericaiMieynch Asia real estate platform. Our real éstlunds have made
significant investments in lodging, major urbaniaéfbuildings and a variety of real estate opegatiompanies. In addition, our
debt investment funds target high yield real eddets related investment opportunities in the muhlid private markets, primarily
in the United States and Euro|

» Hedge Fund SolutionsBlackstone’s Hedge Fund Solutions segment is caagrof Blackstone Alternative Asset Management
(“BAAM™) and the Indian-focused and Asian-focusddsed-end mutual funds. BAAM was organized in 1886 has developed
into a leading institutional solutions providerliatng hedge funds across a wide variety of stria®dBAAM is the world’s largest
discretionary allocator to hedge fun

» Credit BusinessesOur Credit Businesses segment is comprised pritigipehGSO Capital Partners (“GSQO”). GSO manages a
variety of credit-oriented funds including senioedit-oriented funds, distressed debt funds, meénmeannds and general credit-
oriented funds. GSO is a wo-wide leader in credit oriented produc

» Financial Advisory . Our Financial Advisory segment serves a diversegdobal group of clients with financial advis@grvices,
restructuring and reorganization advisory servares fund placement services for alternative investnfunds

We generate our revenue from fees earned pursuaonntractual arrangements with funds, fund invasamd fund portfolio companies
(including management, transaction and monitor@es§, and from financial advisory services, restmirtg and reorganization advisory
services and fund placement services for alteraeativestment funds. We invest in the funds we maraagl, in most cases, receive a
preferred allocation of income
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(i.e., a “Carried Interest”) or an incentive feerfr an investment fund in the event that specifigduative investment returns are achieved.
The composition of our revenues will vary basedrarket conditions and the cyclicality of the diffat businesses in which we operate. Net
investment gains and investment income generatebebBlackstone Funds, principally private equitg aeal estate funds, are driven by
value created by our operating and strategic ihita as well as overall market conditions. Ourdgimitially record fund investments at cost
and then such investments are subsequently recatdait value. Fair values are affected by changeise fundamentals of the portfolio
company, the portfolio company’s industry, the @ieeconomy and other market conditions.

Business Environment

Global equity markets were mixed in the second tguaf 2011. Equity indices in developed marketdeehthe quarter mostly flat, wh
indices in emerging markets declined 5-10%. Cnexditkets were more resilient than equities, althchigh yield spreads moderately
widened. Market volatility increased late in theager as investor optimism, following a strongtfigeiarter corporate earnings season, was
supplanted by renewed European sovereign conoastaility in commodities and concerns over emeggimarket inflation. In the U.S.
specifically, markets continue to be impacted bgartainty around economic growth and employment.

The operating and investment environment for retdte remained favorable during the second quaft2011. The slowly improving
U.S. economy has resulted in modest increasesamtelemand, while new supply has been limitedtdule financial infeasibility of
development and the continued lack of construdiimencing. The strengthening fundamentals as veellawly recovering debt markets for
stabilized assets have resulted in growing demaomd institutional investors for high quality leageperties, which in turn has led to
improving valuations. Notwithstanding the demanddiabilized properties, significant distress raman the sector, with overleveraged
assets and impaired loans providing attractivestment opportunities. Our primary investment fo@mains on bankruptcies,
recapitalizations and debt acquisitions.

In the office sector, increased tenant activity ledsto the strongest occupancy gains across tBerblarket in nearly four years, with
some markets seeing sharp increases in asking pamtularly for Class A space. The hospitaliggter continued to realize steady growth
during the second quarter of 2011, with U.S. RevfRBvenue Per Available Room) growing 8.1%, resglth part from improving group
demand and an increase in ADRs (Average Daily Ratdbe luxury and upscale segments.

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

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

Revenues

Revenues primarily consist of management and agvises, performance fees, investment income,ésteand dividend revenue and
other. Please refer to “Part I. Item 1. Businestneentive Arrangements / Fee Structure” and “Pdtem 7. Management’s Discussion and
Analysis of Financial Condition and Results of Ggiems — Critical Accounting Policies — Revenue &gaition” in our 2010 Annual
Report on Form 10-K for additional information redjag the manner in which Base Management Fee®arfdrmance Fees are generated.

Management and Advisory FeesManagement and Advisory Fees are comprised ofgement fees, including base management
fees, transaction and other fees, managementdeetrens and offsets, and advisory fees.
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The Partnership earns base management fees fraredipartners of funds in each of its managed fuatda fixed percentage of assets
under management, net asset value, total assetsjitted capital or invested capital. Base manageffiees are based on contractual terms
specified in the underlying investment advisoryesgnents.

Transaction and other fees (including monitoringsheare fees charged directly to funds and poetfmdimpanies. The investment
advisory agreements generally require that thesimrent advisor reduce the amount of managemenp#ggsble by the limited partners to
Partnership (“management fee reductions”) by anuarnequal to a portion of the transaction and otbes directly paid to the Partnership by
the portfolio companies. The amount of the reductiaries by fund, the type of fee paid by the mdidfcompany and the previously incurred
expenses of the fund.

Management fee offsets are reductions to manageieemnpayable by our limited partners, which aentgd based on the amount they
reimburse Blackstone for placement fees.

Advisory fees consist of advisory retainer and deartion-based fee arrangements related to memmrisition, restructuring and
divestiture activities and fund placement serviceslternative investment funds. Advisory retaifesgs are recognized when services for the
transactions are complete, in accordance with teehforth in individual agreements. Transactioedubfees are recognized when (a) there is
evidence of an arrangement with a client, (b) adjrg®on services have been provided, (c) fees xed fir determinable and (d) collection is
reasonably assured. Fund placement fees are reealgas earned upon the acceptance by a fund aékapcapital commitments.

Accrued but unpaid Management and Advisory Fedspfraanagement fee reductions and managemenffietsy as of the reporting
date, are included in Accounts Receivable or DugrFAffiliates in the Condensed Consolidated Statemef Financial Condition.

Performance Fees -Performance Fees earned on the performance of 8tawk's hedge fund structures are recognized baséehd
performance during the period, subject to the agmeent of minimum return levels, or high water nsaiik accordance with the respective
terms set out in each hedge fund’s governing ageatsnAccrued but unpaid performance fees chargedtly to investors in Blackstone’s
offshore hedge funds as of the reporting dateemerded within Due from Affiliates in the Condengeohsolidated Statements of Financial
Condition. Performance fees arising on Blackstemelishore hedge funds are allocated to the gepartaler. Accrued but unpaid performa
fees on onshore funds as of the reporting dateeflected in Investments in the Condensed Congelil§tatements of Financial Condition.

In certain fund structures, specifically in privaiguity, real estate and certain credit-orientewifu(“Carry Funds”), performance fees
(“Carried Interest”) are allocated to the geneatiper based on cumulative fund performance to, datgect to a preferred return to limited
partners. At the end of each reporting period Rhgnership calculates the Carried Interest thatdvbe 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 dédying investments varies between reporting pisid is necessary to make adjustments
to amounts recorded as Carried Interest to rediglcer (a) positive performance resulting in arréase in the Carried Interest allocated to the
general partner or (b) negative performance thatidvoause the amount due to the Partnership tedsethan the amount previously
recognized as revenue, resulting in a negativestdignt to Carried Interest allocated to the genmagher. In each scenario, it is necessary to
calculate the Carried Interest on cumulative restdimpared to the Carried Interest recorded toatedemake the required positive or nege
adjustments. The Partnership ceases to recordime@zrried Interest allocations once previoustognized Carried Interest allocations for
such fund have been fully reversed. The Partneishipt obligated to pay guaranteed returns orlearénd therefore, cannot have negative
Carried Interest over the life of a fund. Accrued bnpaid Carried Interest as of the reporting dateflected in Investments in the Conder
Consolidated Statements of Financial Condition.
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Carried Interest is realized when an underlyingstment is profitably disposed of and the fund’'sialative returns are in excess of the
preferred return. Performance fees earned on Hedglestructures are realized at the end of eacti' fumeasurement 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, which is a
component of Due to Affiliates, represents all amtsipreviously distributed to Blackstone Holdingsl @on-controlling interest holders that
would need to be repaid to the Blackstone FuntteiBlackstone Carry Funds were to be liquidatestdan the current fair value of the
underlying funds’ investments as of the reportiaged Generally, the actual clawback liability does 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 unrehhnel realized gains and losses on the Partnesship’
principal investments, including its investment®8iackstone Funds that are not consolidated, itggethod investments, and other
principal investments. Investment Income (Losseaized when the Partnership redeems all or agmoof its investment or when the
Partnership receives cash income, such as dividandistributions, from its non-consolidated fundsirealized Investment Income (Loss)
results from changes in the fair value of the ulyileg investment as well as the reversal of uneealigain (loss) at the time an investment is
realized.

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

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

Expenses

Compensation and Benefits — Compensatio@ompensation and Benefits consists of (a) emgapenpensation, comprising salary
and bonus, and benefits paid and payable to emgdgoyecluding senior managing directors and (bjtgépased compensation associated
with the grants of equity-based awards to employieeiiding senior managing directors.

Equity-Based Compensation Eempensation cost relating to the issuance of shased awards to employees, including senior
managing directors, is measured at fair valueagthnt date, taking into consideration expecte@itores, and expensed over the vesting
period on a straight line basis. Equity-based awéndt do not require future service are expensatkidiately. Cash settled equity-based
awards are classified as liabilities and are resuesl at the end of each reporting period.

Compensation and Benefits — Performance-~eBerformance Fee Compensation and Benefits ceredig€arried Interest and
performance fee allocations to employees, includiglgor managing directors, participating in cerfaiofit sharing initiatives. Such
compensation expense is subject to both positidenagative adjustments. Unlike Carried Interestgerormance fees, compensation
expense is based on the performance of individwalstments held by a fund rather than on a funfiibg basis.

Other Operating Expenses ©ther operating expenses represent general anchisthaiive expenses including interest expense,
occupancy and equipment expenses and other exp&rtgel consist principally of professional feeabfic company costs, travel and rela
expenses, communications and information servindslapreciation and amortization.

Fund Expenses -Fhe expenses of our consolidated Blackstone Fumiisist primarily of interest expense, professidaas and other
third-party expenses.
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Non-Controlling I nterests in Consolidated Entities

Non-Controlling Interests in Consolidated Entitiepresent the component of Partners’ Capital irsclidated entities held by third
party investors. Such interests are adjusted foeige partner allocations and by subscriptionsradeémptions in funds of hedge funds and
certain credit-oriented funds which occur during teporting period. Non-controlling interests rethto funds of hedge funds and certain
other credit-oriented funds are subject to anraeahi-annual or quarterly redemption by investorthése funds following the expiration of a
specified period of time (typically between one éimete years), or may be withdrawn subject to amgation fee in the funds of hedge funds
and certain credit-oriented funds during the perviben capital may not be withdrawn. As limited pars in these types of funds have been
granted redemption rights, amounts relating taltparty interests in such consolidated funds aesemted as Redeemable Non-Controlling
Interests in Consolidated Entities within the Camsll Consolidated Statements of Financial Conditdimen redeemable amounts become
legally payable to investors, they are classifie@ diability and included in Accounts Payable, Amd Expenses and Other in the Condensed
Consolidated Statements of Financial Condition.d&bconsolidated funds in which redemption righése not been granted, non-controlling
interests are presented within Partners’ CapitéhénCondensed Consolidated Statements of FinaBoiadlition as Non-Controlling Interests
in Consolidated Entities.

Income Taxes

The Blackstone Holdings partnerships and certath&if subsidiaries operate in the U.S. as partigsdor U.S. federal income tax
purposes and generally as corporate entities inth&n jurisdictions. Accordingly, these entitiessiome cases are subject to New York City
unincorporated business taxes or non-U.S. incomesstdn addition, certain of the wholly-owned sulisiies of the Partnership and the
Blackstone Holdings partnerships will be subjedetieral, state and local corporate income taxéseagntity level and the related tax
provision attributable to the Partnership’s shdrthis income tax is reflected in the Condensed€otidated Financial Statements.

Income taxes are accounted for using the liahiligthod of accounting. Under this method, deferagdassets and liabilities are
recognized for the expected future tax consequenfcdifferences between the carrying amounts oftasand liabilities and their respective
tax basis, using currently enacted tax rates. Tleeteon deferred assets and liabilities of a clesimgtax rates is recognized in income in the
period when the change is enacted. Deferred tatsaage reduced by a valuation allowance whemitaee likely than not that some portion
or all of the deferred tax assets will not be madi Deferred tax liabilities are recorded withiocAunts Payable, Accrued Expenses and Othe
Liabilities in the Condensed Consolidated Statesieffinancial Position.

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

Blackstone analyzes its tax filing positions inaflthe U.S. federal, state, local and foreignjtaisdictions where it is required to file
income tax returns, as well as for all open taxy@athese jurisdictions. If, based on this analythe Partnership determines that
uncertainties in tax positions exist, a reservestablished. Blackstone recognizes accrued intanespenalties related to uncertain tax
positions in General, Administrative, and Otherenges within the Condensed Consolidated Stateroé@perations.

There remains some uncertainty regarding Black&dn&ure taxation levels. In 2007, Congress comi®d legislation that would have
taxed as corporations publicly traded partnerstiipsdirectly or indirectly derived income from estment adviser or asset management
services.
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In 2008, the U.S. House of Representatives pasbdbthat would have generally (a) treated Cartlieigtrest as non-qualifying income
under the tax rules applicable to publicly tradadmmerships, which would have generally requiretbusold interests in entities earning such
income through taxable subsidiary corporationsheyeind of 2010, and (b) taxed Carried Interestdisary income for U.S. federal income
tax purposes, rather than in accordance with theacier of income derived by the underlying funtijol is in many cases capital gain,
starting with our 2008 taxable year.

In December 2009, the U.S. House of Representap@ssed substantially similar legislation. Suclislagion would have taxed Carried
Interest as ordinary income starting in 2010. Hosveunder a transition rule, the portion of sualidiation treating Carried Interest as non-
qualifying income under the tax rules applicabl@ublicly traded partnerships would not have ampliatil our first taxable year beginning
ten years after the date of the enactment of tjsléion.

In May 2010, the U.S. House of Representativesgubsinilar legislation that would have generallyeid, after 2010, income and gai
including gain on sale, attributable to an interestn investment services partnership interestiS®1”, as income subject to a new blended
tax rate that is higher than the capital gains agfgicable to such income under current law, ettefhe extent an ISPl would have been
considered to be a qualified capital interest urnidedegislation. The interests we hold in entitiest are entitled to receive Carried Interest
would have likely been classified as ISPIs for msgs of this legislation. The legislation providledt, for taxable years beginning ten years
after the date of enactment, income derived wisipeet to an ISPI that is not a qualified capitédiiest and that is treated as ordinary income
under this legislation would not be qualifying imee under the tax rules applicable to publicly tchdartnerships. Therefore, if similar
legislation were to be enacted, we generally whldequired to hold interests in entities earnimgpme from Carried Interest through taxe
subsidiary corporations following such ten-yeariqubr

The Obama administration has indicated that it sughe adoption of the May 2010 legislation @iséation that similarly changes the
treatment of Carried Interest for U.S. federal meatax purposes. In its published revenue prodos@012, the Obama administration
proposed that the current law regarding the treatmfCarried Interest be changed to subject sacbme to ordinary income tax (which
would be taxed at a higher rate than the propoksdibd rate under the House legislation). Presitéatma reiterated his support for such a
change during the course of the deficit reductielibérations among the President and Congressieadérs from April through July 2011.
The Obama administration proposed similar changés published revenue proposals for 2010 and 2Bildune 2010, the U.S. Senate
considered but did not pass legislation that isegaly similar to the legislation passed by the UH8use of Representatives in May 2010. In
September 2010, this previously considered legislatas reintroduced in the U.S. Senate. It is emrcwhether or when the U.S. Congress
will reconsider similar legislation or if enactedhat provision will be included in any final legasion.

If we were taxed as a corporation or were forcelddiol interests in entities earning income fromr{@alr Interest through taxable
subsidiary corporations, our effective tax rateldancrease significantly. The federal statutorierfor corporations is currently 35%, and the
state and local tax rates, net of the federal ligregfgregate approximately 10%. If a variatiortte above described legislation or any other
change in the tax laws, rules, regulations or prations preclude us from qualifying for treatin@s a partnership for U.S. federal income
tax purposes under the publicly traded partnensiigs or force us to hold interests in entitiesyaay income from Carried Interest through
taxable subsidiary corporations, this could maligriacrease our tax liability, and could well rdisin a reduction in the market price of our
common units.

It is not possible at this time to meaningfully qtiey the potential impact on Blackstone of thiggattial future legislation or any similar
legislation. Multiple versions of legislation inisharea have been proposed over the last few yfearbave included significantly different
provisions regarding effective dates and the treatrof invested capital, tiered entities and clossler operations, among other matters.
Depending upon what version of the legislatiomniy, were enacted, the potential impact on a publiapany such as Blackstone in a given
year could differ dramatically and could be matetiaaddition, these legislative proposals would themselves impose a tax on a publ
traded partnership such as Blackstone. Rather,ablgl force Blackstone
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and other publicly traded partnerships to restmectiieir operations so as to prevent disqualifyimapme from reaching the publicly traded
partnership in amounts that would disqualify theipership from treatment as a partnership for fe8eral income tax purposes. Such a
restructuring could result in more income beinghedrin corporate subsidiaries, thereby increasimgarate income tax liability indirectly
borne by the publicly traded partnership. The reatifrany such restructuring would depend on theigpegorovisions of the legislation that
was ultimately enacted, as well as the particudatsf and circumstances of Blacksta@perations at the time any such legislation wetake
effect, making the task of predicting the amounadaditional tax highly speculative.

Economic Net Income

Blackstone uses Economic Net Income (“ENI”) as ahkeasure of value creation, a benchmark of itfopmance and in making
resource deployment and compensation decisionsaisofive segments. ENI represents segment oetria before taxes excluding
transaction-related charges. Transaction-relatacgels arise from Blackstone’s initial public offegi(“IPO”) and other corporate actions,
including acquisitions. Transaction-related chaigehkide equity-based compensation charges, thetaauion of intangible assets and
contingent consideration associated with acquissti@NI presents revenues and expenses on a haisdetonsolidates the investment funds
we manage. (See Note 17. “Segment Reporting” irfhleees to Condensed Consolidated Financial Statéshén Part I. Item 1. Financial
Statements.)

Distributable Earnings

Distributable Earnings, which is derived from oagment reported results, is a supplemental metsassess performance and
amounts available for distributions to Blackstonéholders, including Blackstone personnel and @theho are limited partners of the
Blackstone Holdings partnerships. Distributableriiags, which is a non-GAAP measure, is intendeshimv the amount of net realized
earnings without the effects of the consolidatibthe Blackstone Funds. Distributable Earningseswkd from, but not equivalent to, its m
directly comparable GAAP measure of Income (LossfpBe Provision for Taxes. See “— Liquidity and @alpResources — Liquidity and
Capital Resources” below for our detailed discussibDistributable Earnings.

Distributable Earnings, which is a component of imnic Net Income, is the sum across all segment@pT otal Management and
Advisory Fees, (b) Interest and Dividend RevenapQOther Revenue, (d) Realized Performance Fedsi@Realized Investment Income
(Loss); less (a) Compensation, (b) Realized Pedioma Fee Compensation, (c) Other Operating Expemskéd) Cash Taxes and Payables
Under the Tax Receivable Agreement. Distributatdenifigs is reconciled to Blackstone’s CondensedsGlatated Statement of Operations.
It is Blackstone’s current intention that on anaeirbasis it will distribute to unitholders all ib$ Distributable Earnings, less realized
investment gains, in excess of amounts determigets lyeneral partner to be necessary or appreptieprovide for the conduct of its
business, to make appropriate investments in g&legs and funds, to comply with applicable lawy, ahits debt instruments or other
agreements, or to provide for future distributibméts unitholders for any ensuing quarter.

Net Fee Related Earnings from Operations

Blackstone uses Net Fee Related Earnings from @pessas a measure to highlight earnings from djpersiexcluding: (a) the income
related to performance fees and related performigeompensation costs, (b) income earned frorokBtane’s investments in the
Blackstone Funds, and (c) realized and unrealizéasglosses) from other investments except foh giains (losses) from Blackstone’s
Treasury cash management strategies. ManagemeniNes&ee Related Earnings from Operations as aure#o assess whether recurring
revenue from our businesses is sufficient to adedyuaover all of our operating expenses and geeqnafits. Net Fee Related Earnings fr
Operations equals contractual fee revenues, inezgtmcome from Blackstone’s Treasury cash managestetegies and interest income,
less (a) compensation expenses (which includestamaton of non-IPO and non-acquisition-relatediggbased awards, but excludes
amortization of IPO and acquisition-related equitised awards, Carried Interest and incentive fee
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compensation), (b) other operating expenses anchét) taxes due on earnings from operations aslatdd using a similar methodology as
applied in calculating the current tax provisioergbfit) for The Blackstone Group L.P. See “— Liqgtyicand Capital Resources — Liquidity
and Capital Resources” below for a detailed disonssf Net Fee Related Earnings from Operations.

Operating Metrics

The alternative asset management business is deotmgsiness that is primarily based on managiirg tharty capital and does not
require substantial capital investment to suppapid growth. However, there also can be volatédisgociated with its earnings and cash flc
Since our inception, we have developed and usédusakey operating metrics to assess and monitoprerating performance of our various
alternative asset management businesses in ordegriitor the effectiveness of our value creatimgtsgies.

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

(@) the fair value of the investments held by aurg funds plus the capital that we are entitledal from investors in those funds
pursuant to the terms of their capital commitmeathose funds (plus the fair value of co-investteemranged by us that were
made by limited partners of our funds in portfaimmpanies of such funds and on which we receive de@ Carried Interest
allocation);

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

(c) the fair value of assets we manage pursuant taaghamanaged accounts; ¢

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

Our carry funds are commitment-based drawdown t&tred funds that do not permit investors to redéesir interests at their election.
Interests related to our funds of hedge funds antin of our credit-oriented funds are generalllgjsct to annual, semi-annual or quarterly
withdrawal or redemption by investors upon advamdéen notice, with the majority of our funds rexong from 60 days up to 95 days’

notice, depending on the fund and the liquidityfiaf the underlying assets. Investment advismgyeements related to separately managed
accounts may generally be terminated by an invest@0 to 90 days’ notice.

Fee-Earning Assets Under ManagemelRee-Earning Assets Under Management refers tasbets we manage on which we derive
management and / or incentive fees. Our Fee-Eakdsgts Under Management generally equal the sum of

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

(b) for our BCP and BREP funds where the investrpenibd has expired, the remaining amount of iregstpital plus binding
investment commitment:

(c) for our real estate debt investment fur*BREDS"), the remaining amount of invested capi
(d) for our credi-oriented carry funds, the amount of invested chapithich may be calculated to include leverageherasset value

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

() the net asset value of our funds of hedge fuhddge funds (except our credit-oriented closatiregistered investment
companies) and our clos-end mutual funds

(9) the fair value of assets we manage pursuant toa@hamanaged accoun
(h) the gross amount of underlying assets of our CLi@®st; anc
(i) the gross amount of assets (including leverageddorcredi-oriented close-end registered investment compan
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Our calculations of assets under management arebfiedng assets under management may differ frencakculations of other asset
managers, and as a result this measure may nainlygacable to similar measures presented by otlset asanagers. In addition, our
calculation of assets under management includesnimnents to, and the fair value of, invested capitaur funds from Blackstone and our
personnel, regardless of whether such commitmerits/ested capital are subject to fees. Our déding of assets under management or fee-
earning assets under management are not based defamition of assets under management or feeheguassets under management that is
set forth in the agreements governing the investriwgnls that we manage.

For our carry funds, total assets under manageimelntes the fair value of the investments helderghas fee-earning assets under
management includes the amount of capital commitsn@nthe remaining amount of invested capitalost plus binding investment
commitments, depending on whether the investmeatdgbéas or has not expired. As such, fee-earngsgta under management may be
greater than total assets under management wheggnegate fair value of the remaining investmenksss than the cost of those
investments.

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

We manage our business using traditional finamodsures and our key operating metrics since weveethat these metrics measure
the productivity of our investment activities.

Consolidated Results of Operations

Following is a discussion of our consolidated ressaf operations for the three and six months elddee 30, 2011 and 2010. Foran
detailed discussion of the factors that affectedrésults of our five business segments (whictpegsented on a basis that deconsolidates the
investment funds we manage) in these periods,-se8égment Analysis” below.
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The following table sets forth information regamgliour consolidated results of operations and aekey operating metrics for the three
and six months ended June 30, 2011 and 2010:

Three Months Ended Six Months Ended
June 30, 2011 vs. 2010 June 30, 2011 vs. 2010
2011 2010 $ % 2011 2010 $ %
(Dollars in Thousands)

Revenues
Management and Advisory Fee$ 498,04( $ 406,06: $ 91,97¢ 23% $ 910,77¢ $ 760,88.: $ 149,89 20%

Performance Fee

Realized 61,76: 51,75( 10,01 19% 157,96t 105,79¢ 52,167 49%
Unrealized 610,48¢ (19,299 629,78 N/M 1,122,88! 112,48( 1,010,400 N/M
Total Performance
Fees 672,25: 32,45 639,80( N/M 1,280,85! 218,27¢ 1,062,571 N/M
Investment Income (Los:
Realized 19,30: 10,22¢ 9,07¢ 89% 32,08¢ 15,95 16,13¢ 101%
Unrealized 108,71: 95,04 13,66¢ 14% 216,10t 244,26: (28,157 -12%
Total Investment
Income (Loss 128,01 105,26t 22,74¢ 22% 248,19. 260,21« (12,029 -5%
Interest and Dividend Reven 8,84¢ 6,952 1,89¢ 27% 18,33¢ 15,84% 2,491 16%
Other 1,12¢ (645) 1,77: N/M 3,387 (3,895 7,282  N/M
Total Revenues 1,308,28: 550,08t 758,19: 138% 2,461,551 1,251,32° 1,210,22 97%
Expenses
Compensation and Benef
Compensatiol 699,43. 967,71. (268,279) -28% 1,358,91! 1,892,66. (633,74  -28%

Performance Fee
Compensatiol

Realized 27,71 22,87¢ 4,83: 21% 42,25¢ 30,62( 11,63t 38%
Unrealized 118,09¢ (892 118,99( N/M 280,62: 53,70¢ 226,91 N/M
Total
Compensatic
and
Benefits 845,24. 989,69¢ (144,45¢) -15% 1,681,79: 1,976,98! (295,196 -15%
General, Administrative and
Other 126,11¢ 121,18 4,93¢ 4% 255,50: 227,56: 27,94: 12%
Interest Expens 14,18¢ 7,682 6,50¢ 85% 27,98¢ 14,867 13,12 88%
Fund Expenses (7149) 9,20¢ (9,919 N/M 10,41( 9,06 1,34¢ 15%
Total Expenses 984,83: 1,127,76! (142,93 -13% 1,975,69! 2,228,48I (252,78 -11%

Other Income
Net Gains from Fund Investms

Activities (74,654 (59,250 (15,4049  -26%  (119,84) 112 55: (232,399 N/M
Income (Loss) Before Provision fol
Taxes 248,79t (636,92Y) 885,72: N/M 366,01( (864,599 1,230,60' N/M
Provision for Taxes 64,19¢ 19,39: 44,807 N/M 103,04¢ 29,027 74,02: N/M
Net Income (Loss) 184,59° (656,32() 840,91° N/M 262,96 (893,62 1,156,58 N/M

Net Income Attributable to

Redeemable Non-Controlling

Interests in Consolidated Entities (140 (427) 281 67% 21,88t 23,54¢ (1,669 -7%
Net Income (Loss) Attributable to

Non- Controlling Interests in

Consolidated Entities (92,409 (57,877 (34,53Y) -60% (185,48 78,09: (263,58) N/M
Net Income (Loss) Attributable to

Non- Controlling Interests in

Blackstone Holdings 190,90¢ (404,700  595,61: N/M 297,62 (680,570 978,19 N/M
Net Income (Loss) Attributable to
The Blackstone Group L.P. $ 86,237 $(193,320) $27955 N/M $ 128,94. $ (314,69) $ 443,63t N/M

N/M = not meaningful.
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Revenues

Total Revenues were $1.3 billion for the three rher@nded June 30, 2011, an increase of $758.2mdbmpared to Total Revenues
for the three months ended June 30, 2010 of $580libn. The increase in revenues was primarilyilatitable to an increase of
$639.8 million in Performance Fees, an increask9af0 million in Management and Advisory Fees amiharease of $22.7 million in
Investment Income. The increase in Performance Waedargely driven by the appreciation in fairuebf the investments in our BREP V
and BREP VI carry funds in our Real Estate segn@end,the positive performance of our BCP IV Priviatriity fund. The increase in
Management and Advisory Fees was primarily atteblet to (a) increases in transaction fees in oal Bstate segment, due to the continued
increase in investment activity in our BREP fungi$émarily as a result of BREP VI's acquisition dktU.S. assets of Centro in the second
quarter of 2011, and management fees earned fremémagement of the Bank of America Merrill Lynctigireal estate platform,
(b) increases in management fees in our Privaté¥segment, driven by fees generated from BCPmich had its investment period
commence during the first quarter of 2011, andtone fees earned from the termination of manageméwisory service agreements related
to portfolio companies that completed initial paldifferings, and (c) increases in management feesri Credit Businesses and Hedge Fund
Solutions segments due to higher Fee-Earning Asseder Management.

Total Revenues were $2.5 billion for the six morghded June 30, 2011, an increase of $1.2 billmnpared to Total Revenues for the
six months ended June 30, 2010 of $1.3 billion. ikkeease in revenues was primarily attributablartancrease of $1.1 billion in
Performance Fees and an increase of $149.9 mitlidanagement and Advisory Fees. The increaserifoPeance Fees across all segments
was due to improved operating performance and giejecash flows resulting in the appreciation in¥alue of the investments across our
Real Estate carry fundaivestments, positive changes in the BCP portfdfieen by increases in value of the public holdiags appreciatio
in the energy industry, and the strong performamress the Credit Businesses’ strategies. Thedrerim Management and Advisory Fees
was attributed to (a) increases in transaction ifeesir Real Estate segment, driven by the continmerease in investment activity in our
BREP funds, primarily as a result of BREP VI's ais@iion of the U.S. assets of Centro in the seaqumatter of 2011, and management fees
earned from the management of the Bank of AmerieariMLynch Asia real estate platform, (b) increasn management fees in our Private
Equity segment driven by fees generated from BCRWilch commenced its investment period durindfitts¢ quarter of 2011, and one time
fees earned from the termination of managemensadyiservice agreements related to portfolio corgzatihat completed initial public
offerings, and (c) increases in management feesrirCredit Businesses and Hedge Fund Solutionsessismue to higher Fdgarning Assel
Under Management.

Expenses

Expenses were $984.8 million for the three monttaed June 30, 2011, a decrease of $142.9 millioh3%, compared to $1.1 billion
for the three months ended June 30, 2010. The aeergas primarily attributable to a decrease oft&Laillion in Compensation and
Benefits driven by a decrease in Compensationigligroffset by an increase in Performance Fee Gamsption due to improved performai
in our Real Estate and Private Equity segments.gemisation decreased $268.3 million from the prearyperiod to $699.4 million. This
decrease was primarily attributed to a decreasgity-based compensation as a result of the abs#rexpense related to certain of our
equity-based compensation awards that vested afnithef the second quarter of 2010. Interest Expangeased $6.5 million in the current
year quarter due to Blackst('s issuance of its $400 million of senior notesSeptember 2010. General, Administrative and Otkperses
were $126.1 million for the current year, an inseeaf $4.9 million, driven primarily by the leval§business activity, revenue growth and
headcount.

Expenses were $2.0 billion for the six months entlete 30, 2011, a decrease of $252.8 million, &6,ldompared to $2.2 billion for
the six months ended June 30, 2010. The decreaspnmaarily attributable to a decrease of $295.laniin Compensation and Benefits
driven by a decrease in Compensation, partiallgatfby an increase in Performance Fee Compenght®to improved performance in our
Real Estate, Private
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Equity and Credit Businesses segments. Compenségineased $533.7 million from the prior year petm$1.4 billion. This decrease was
primarily attributed to a decrease in equity-basathpensation as a result of the absence of expeladed to certain of our equity-based
compensation awards that vested at the end ofttend quarter of 2010. General, Administrative @tiger expenses were $255.5 million for
the current year, an increase of $27.9 million eliby the same factors as for the quarterly peraidd above. Interest Expense was

$28.0 million for the current year, an increas&b3.1 million from 2010, due to the senior notesice noted above.

Other Income

Other Income was $(74.7) million for the three nienénded June 30, 2011, a decrease of $15.4 niltiopared to $(59.3) million for
the three months ended June 30, 2010. Other Intoat&ibutable to the non-controlling interestdeis of the consolidated Blackstone
Funds. The change was principally attributablerténarease in certain liabilities of the consolathCLO vehicles resulting from the general
improvement in the CLO vehicles market.

Other Income was $(119.8) million for the six man#nded June 30, 2011, a decrease of $232.4 nillimpared to $112.6 million for
the six months ended June 30, 2010. Other Incomattributable to the non-controlling interest hoklef the consolidated Blackstone Funds.
The change was principally driven by the same faaléscussed above for the three month period.

Operating Metrics

The following table presents certain operating rogtior the three and six months ended June 30, 2a6d 2010. For a description of
how Assets Under Management and Fee-Earning Assetsr Management are determined, please see “—FiK@ycial Measures and
Indicators — Operating Metrics — Assets Under Mamagnt and Fee-Earning Assets Under Management.”

Fee-Earning Assets Under Management Assets Under Management

June 30, June 30,
2011 2010 2011 2010
(Dollars in Thousands)
Private Equity $ 35,778,24 $ 25,190,19 $ 46,728,30 $ 28,360,28
Real Estatt 27,919,00 23,841,36 37,605,56 23,922,58
Hedge Fund Solutior 37,244,50 28,832,31 40,578,21 30,176,93
Credit Businesse 28,059,45 23,556,10 33,791,09 28,688,60
Balance, End of Period ( $129,001,20 $101,419,98 $158,703,17 $111,148,41

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 2011 2010
(Dollars in Thousands)

Fee-Earning Assets Under Managem

Balance, Beginning of Peric $124,032,69 $ 98,070,17 $109,500,22 $ 96,096,99
Inflows, including Commitments (k 7,172,63! 6,282,53 25,211,29 8,783,15!
Outflows, including Distributions (¢ (2,221,019 (1,966,89) (7,037,71)) (2,931,23)
Market Appreciation (Depreciation) ( 16,89( (965,826 1,327,40. (528,93)
Balance, End of Period ( $129,001,20 $101,419,98 $129,001,20 $101,419,98
Increase $ 4,968,51 $ 3,349,80! $ 19,500,98 $ 5,322,98
Increase 4% 3% 18% 6%
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Three Months Ended June 30, Six Months Ended June 30,
2011 2010 2011 2010
(Dollars in Thousands)

Assets Under Manageme

Balance, Beginning of Peric $149,963,46 $104,515,84 $128,123,92 $ 98,183,12
Inflows, including Commitments (k 7,370,93i 7,673,06: 28,576,66 10,415,25
Outflows, including Distributions (¢ (3,001,19) (2,581,279 (7,273,63i) (4,017,23))
Market Appreciation (Depreciation) ( 4,369,97. 1,540,77: 9,276,22! 6,567,25!
Balance, End of Period ( $158,703,17 $111,148,41 $158,703,17 $111,148,41
Increase $ 8,739,70 $ 6,632,56: $ 30,579,25 $ 12,965,28
Increase 6% 6% 24% 13%

Three Months Ended Six Months Ended

June 30, 2011 vs. 2010 June 30, 2011 vs. 2010
2011 2010 $ % 2011 2010 $ %
(Dollars in Thousands) (Dollars in Thousands)

Capital Deployec
Limited Partner Capital Investe $3,605,41. $1,377,71 $2,227,69: 162% $5,067,08: $2,347,54. $2,719,54. 11€%

(a) Fee-Earning Assets Under Management and Asiseter Management as of June 30, 2011 include $568i6n from a joint venture
in which we are the minority interest hold

(b) Inflows represent contributions in our hedgeds and closed-end mutual funds, increases inadtaitapital for our carry funds (capital
raises, recallable capital and increased sidey-@@mmitments) and CLOs and increases in theatapét manage pursuant to
separately managed account progre

(c) Outflows represent redemptions in our hedgel$iand closed-end mutual funds, client withdravirals our separately managed
account programs, decreases in available capitauiocarry funds (expired capital, expense drawtoand decreased side-by-side
commitments) and realizations from the dispositibassets by our carry funds. Also included isdistribution of funds associated w
the discontinuation of our proprietary single masragedge funds

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

Fee-Earning Assets Under Management

Fee-Earning Assets Under Management were $123i6nbélt June 30, 2011, an increase of $5.0 billmm%, compared to
$124.0 billion at March 31, 2011. Inflows of $7.@ibn were primarily related to (a) inflows andadvdowns of $3.5 billion in our Credit
Businesses segment principally due to the acquiisdf $2.2 billion of CLO vehicles during the quert(b) inflows of $2.2 billion in our
Hedge Fund Solutions segment primarily due to gndwits commingled and customized investment petgland long only solutions
business, and (c) inflows of $1.5 billion in ourdRE&state segment primarily related to the deplaymoé additional co-investment capital,
which included $1.1 billion of fee-earning co-intregnt capital related to the acquisition of the &Ssets of Centro in the second quarter of
2011. Outflows of $2.2 billion were primarily atititable to (a) outflows of $1.3 billion in our CieBusinesses segment, due for the most
part to deleveraging of certain CLO vehicles pbsirtreinvestment periods and realizations in ttaavdown funds, and (b) outflows of
$585.4 million in our Hedge Fund Solutions segnana result of, in general, the liquidity need§rofted partners.

Fee-Earning Assets Under Management were $123iénbéit June 30, 2011, an increase of $19.5 bill@ml8%, compared to
$109.5 billion at December 31, 2010. Inflows of &billion were primarily related to inflows of $3billion in our Private Equity segment
primarily due to the commencement of BCP VI's inwesnt period, inflows of $4.7 billion in our Hedgend Solutions segment primarily
due to growth in its
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commingled and customized investment products ang only solutions business, and inflows and drawdoof $4.5 billion in our Credit
Businesses segment primarily due to the acquisitfé®.2 billion of CLO vehicles in the second geaiof 2011. Outflows of $7.0 billion

were primarily attributable to (a) reductions of BBillion in our Private Equity segment’s Fee-EagnAssets Under Management due for the
most part to the end of BCP V’s investment periadrdy the first quarter of 2011 and disposition$unds which earn fees based on
remaining invested capital, and (b) outflows of3illion in our Credit Businesses segment subitiyndue to deleveraging of certain CLO
vehicles post their reinvestment periods and ratitins in the drawdown funds.

Assets Under Management

Assets Under Management were $158.7 billion at 3&011, an increase of $8.7 billion, or 6%, careg to $150.0 billion at
March 31, 2011. Inflows of $7.4 billion were printarelated to (a) inflows of $3.7 billion in ourr€dit Businesses segment driven by the
acquisition of $2.3 billion of CLO vehicles in teecond quarter of 2011, (b) inflows of $1.9 billimnour Hedge Fund Solutions segment due
to growth in the long only solutions business @adommingled and customized investment produats (@) inflows of $1.5 billion in our
Real Estate segment mostly due to the deploymeaddifional co-investment capital related to ouguasition of the U.S. assets of Centro in
the second quarter of 2011. Outflows of $3.0 hillprincipally from our Credit Businesses and HeBged Solutions segments for the same
reasons noted in Fee-Earning Assets Under Manadeahene, were more than offset by market apprexiaif $4.4 billion resulting from
increases in the carrying values of the existingfplos.

Assets Under Management were $158.7 billion at 3n&011, an increase of $30.6 billion, or 24%mpared to $128.1 billion at
December 31, 2010. Inflows of $28.6 billion werenarily related to (a) inflows of $15.1 billion wur Private Equity segment driven by the
commencement of BCP VI's investment period, (bjowk of $6.6 billion in our Hedge Fund Solutiongsent due to growth in the hedge
fund manager seeding platform, long only solutibasiness and its commingled and customized invegtpreducts, and (c) inflows of
$4.5 billion in our Credit Businesses segment ppalty due to the acquisition of $2.3 billion of CLvehicles. Outflows of $7.3 billion,
principally from our Credit Businesses and Hedged-8olutions segments for the same reasons nofegkeifEarning Assets Under
Management above, were more than offset by mapgreaiation of $9.3 billion.

Limited Partner Capital Invested

Limited Partner Capital Invested was $3.6 billion the three months ended June 30, 2011, an irecé&k2.2 billion, or 162%, from
$1.4 billion for the three months ended June 3Q02Qimited Partner Capital Invested was $5.1 dmillfor the six months ended June 30,
2011, an increase of $2.7 billion, or 116%, comgaece$2.3 billion for the six months ended JuneZM,0. The change for the six month
period primarily reflected an increase of $2.1idillin our Real Estate segment, which was primasélgted to increased investment activity
by our investment funds and the acquisition oflth®. assets of Centro.

Segment Analysis

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

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

Three Months Six Months Ended
Ended June 30, 2011 vs. 2010 June 30, 2011 vs. 2010
2011 2010 $ % 2011 2010 $ %

(Dollars in Thousands)
Segment Revenut
Management Fee

Base Management Fe $ 82,297 $66,79¢ $ 15,50: 23% $162,23: $132,22° $ 30,00¢ 23%
Transaction and Other Fees, | 52,35 16,36" 35,98¢ N/M 87,69¢ 48,33¢ 39,35¢ 81%
Management Fee Offse (7,629 — (7,629 N/M (15,519 — (15,51 N/M
Total Management Fes 127,02: 83,16: 43,85¢ 53% 234,40¢ 180,56t 53,84 30%
Performance Fee
Realized 1,36z 1,10¢ 25€ 23% 83,75 47,28: 36,47( T7%
Unrealized 187,190 (24,02() 211,21 N/M 219,72 21,52¢ 198,19¢ N/M
Total Performance Fes 188,55. (22,914 211,46t N/M 303,47¢ 68,81( 234,66f N/M
Investment Incom
Realized 3,021 3,141 (120 -4%  20,92¢ 2,64¢ 18,28: N/M
Unrealized 76,94° 17,27¢ 59,67: N/M 106,07. 101,95! 4,114 4%
Total Investment Incom 79,96¢ 20,41¢ 59,55 N/M 127,00 104,60 22,39¢ 21%
Interest and Dividend Reven 3,19 2,72¢ 46¢ 17% 6,70z 6,15¢ 54¢€ 9%
Other 665 46( 20t 45% 1,47¢ 56( 91€ 164%
Total Revenue 399,40: 83,85: 315,55 N/M 673,06t 360,69 312,36¢ 87%
Expense!
Compensation and Benef
Compensatiol 66,69:  46,61: 20,08: 43% 122,94¢ 93,52; 29,42¢ 31%
Performance Fee Compensat
Realized 49 12¢ (79) -62% 7,761 6,13: 1,634 27%
Unrealized 29,30¢ (10,296 39,60f N/M 34,77 (3,952 38,72 N/M
Total Compensation
and Benefit: 96,05: 36,44 59,60¢ 164% 165,48¢ 95,701 69,78¢ 73%
Other Operating Expens 30,12 28,67 1,445 5% 58,83 53,10¢ 5,72¢ 11%
Total Expense 126,17¢ 65,12; 61,05¢ 94% 224,32' 148,81. 75,51« 51%
Economic Net Incom $273,22° $18,73. $254,49¢ N/M  $448,74. $211,88t $236,85! 112%
Revenues

Revenues were $399.4 million for the three montided June 30, 2011 compared to $83.9 million fertktliee months ended June 30,
2010, an increase of $315.6 million. The increasevenues was attributable to increases in Pedioce Fees, Investment Income and Total
Management Fees of $211.5 million, $59.6 milliod $43.9 million, respectively.

Performance Fees, which are determined on a furidruybasis, were $188.6 million for the three nhsrended June 30, 2011, an
increase of $211.5 million, compared to $(22.9)ioml for the three months ended June 30, 2010.ifid¢rease was driven by the BCP IV
investments as discussed below. Two of the othleliigs of our funds, Freescale and Vanguard, adsopteted their initial public offerings
during the quarter. Investment Income was $80.0anitompared to $20.4 million for the three monginsled June 30, 2010, due to positive
performance across all contributed funds, whichragipted 9% during the period. The returns in BCRere driven by an increase in the
share price and resulting value of Nielsen whicmgleted its initial public offering in the first guter and the performance of privately held
investments in the energy sector.
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BCP 1V’s performance was driven by the initial poliffering of Kosmos and gains in some of the pttempanies that were taken public in
recent quarters, most notably Team Health. At 3011, the unrealized value and cumulative zedlproceeds, before Carried Interest,
fees and expenses, of our contributed private yuiids represented 1.5 times investors’ origineéstments. On a realized/partially realized
basis, this multiple was 2.3 times investors’ araiinvestments for contributed funds.

Total Management Fees were $127.0 million for tire¢ months ended June 30, 2011, an increase ¢ §dBon compared to
$83.2 million for the three months ended June 8Q02driven by higher Base Management Fees andsacéion and Other Fees but slightly
offset by Management Fee Offsets. Base Managensss Were $82.3 million for the three months ended B0, 2011, an increase of
$15.5 million compared to $66.8 million for thegkrmonths ended June 30, 2010, principally asult efsfees generated from BCP VI,
which commenced its investment period during thet fjuarter of 2011. Transaction and Other Fees %&2.4 million for the three months
ended June 30, 2011, an increase of $36.0 millbonpared to $16.4 million for the three months endlate 30, 2010, principally as a result
of one time fees earned from the termination of ag@ment advisory service agreements related téoportompanies that completed initial
public offerings. Management Fee Offsets relate teduction of management fees payable by ourdihpartners in BCP VI based on the
amount they reimbursed Blackstone for placemerst. fee

Revenues were $673.1 million for the six monthseeindine 30, 2011, an increase of $312.4 millionpaoed to $360.7 million for the
six months ended June 30, 2010. The increase ent®s was attributed to increases in Performanes, A®tal Management Fees and
Investment Income of $234.7 million, $53.8 milliand $22.4 million, respectively.

Performance Fees, which are determined on a furidrigy/basis, were $303.5 million for the six mondéinsled June 30, 2011, an
increase of $234.7 million, compared to $68.8 wrillfor the six months ended June 30, 2010, prifigipae to positive performance in the
BCP IV portfolio driven by public holdings and appiation of investments in the energy and hospjtaidustries. Investment Income was
$127.0 million, an increase of $22.4 million, comegzhto $104.6 million for the six months ended JBBg2010, principally driven by
BCP IV, which appreciated 27% during the six morghded June 30, 2011. BCP V had positive performémrcthe year to date period, but
such performance was significantly outpaced byrnstduring the six months ended June 30, 2010.

Total Management Fees were $234.4 million for ikeronths ended June 30, 2011, an increase of $6liBn compared to
$180.6 million for the six months ended June 3Q,R@riven by increased Base Management Fees amdction and Other Fees, partially
offset by Management Fee Offsets. Base Managensss Were $162.2 million for the six months endete R0, 2011, an increase of
$30.0 million compared to $132.2 million for the shionths ended June 30, 2010, principally as dtrettees generated from BCP VI, whi
commenced its investment period during the firgtrtgr of 2011. Transaction and Other Fees were7$8illion for the six months ended
June 30, 2011, an increase of $39.4 million conmp&reéb48.3 million for the six months ended JuneZ810, principally as a result of one
time fees earned from the termination of manageraévisory service agreements related to portfaimganies that completed initial public
offerings as well as fees generated from the irseré@ new investment activity. Management Fee @&ffsslate to a reduction of management
fees payable by our limited partners in BCP VI blage the amount they reimbursed Blackstone forgrtamnt fees.

Expenses

Expenses were $126.2 million for the three monttded June 30, 2011, an increase of $61.1 milliompared to $65.1 million for the
three months ended June 30, 2010. The $61.1 millicrease was primarily attributed to a $39.5 willincrease in Performance Fee
Compensation and a $20.1 million increase in Corsgigon. Performance Fee Compensation increasedeasiliof the increases in
Performance Fees revenue. Compensation increaserkaslt of the increased Management Fees revdesezibed above as a
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portion of compensation expense is related toehalts of the business. Other Operating Expenggtlglincreased to $30.1 million,
principally due to an increase in interest expaikeated to the segment offset by decreases &r othn-compensation expenses.

Expenses were $224.3 million for the six monthseehndline 30, 2011, an increase of $75.5 million,pamed to $148.8 million for the
six months ended June 30, 2010. The $75.5 milleneiase was primarily attributed to a $29.4 milliecrease in Compensation, a
$40.4 million increase in Performance Fee Compérsand a $5.7 million increase in Other Operafiixgenses. Performance Fee
Compensation increased as a result of the incréastesformance Fees revenue. Compensation incteesse result of the increased
Management Fees revenue described above. OtheatigeExpenses increased $5.7 million to $58.8iomjlprincipally due to an increase
in interest expense allocated to the segment.

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

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(Dollars in Thousands)

Fee-Earning Assets Under Managem

Balance, Beginning of Peric $35,892,80. $25,173,93 $24,188,55 $24,521,39.
Inflows, including Commitment 24,86 49,45; 14,289,31 866,35(
Outflows, including Distribution (163,77 (8,829 (2,728,759 (180,45%)
Market Appreciation (Depreciatiol 24,34¢ (24,365 29,12¢ (17,09)
Balance, End of Period ( $35,778,24 $25,190,19 $35,778,24 $25,190,19
Increase (Decreas $ (114,56) $ 16,25¢ $11,589,68 $ 668,80:
Increase (Decreas 0% 0% 48% 3%
Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010

(Dollars in Thousands)
Assets Under Manageme

Balance, Beginning of Peric $43,955,39 $28,022,32 $29,319,13 $24,758,99
Inflows, including Commitment 240,87 31,70¢ 15,101,66 566,54"
Outflows, including Distribution (147,309 (178,53) (1,888,74) (714,699
Market Appreciation (Depreciatiol 2,679,341 484,78’ 4,196,24. 3,749,44.
Balance, End of Period ( $46,728,30 $28,360,28 $46,728,30 $28,360,28
Increase $ 2,772,90! $ 337,95¢ $17,409,16 $ 3,601,29!
Increase 6% 1% 59% 15%
Three Months Ended Six Months Ended
June 30, 2011 vs. 2010 June 30, 2011 vs. 2010
2011 2010 $ % 2011 2010 $ %
(Dollars in Thousands) (Dollars in Thousands)

Capital Deployec
Limited Partner Capital Investe $667,34: $469,80¢ $197,537 42% $1,320,28' $857,71. $462,57¢ 54%

(@) Fee-Earning Assets Under Management and Adsetsr Management as of June 30, 2011 include $588li6n from a joint venture
in which we are the minority interest hold
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Fee-Earning Assets Under Management

Fee-Earning Assets Under Management were $35i8rbdk June 30, 2011, relatively flat compared witérch 31, 2011. Inflows of
$24.9 million were from additional capital raisext BCP VI as well as from investments and committa@made in funds that generate fees
on remaining invested capital. Outflows of $163i8iom were primarily a result of dispositions i V and BCP V. Market appreciation
of $24.3 million in the second quarter of 2011 wamarily due to the impact of foreign exchangesat-ee-Earning Assets Under
Management increased $10.6 billion from $25.2daillat June 30, 2010 to $35.8 billion at June 3@12fLie to capital raised for our BCP VI
fund, partially offset by the termination of BCPsMhvestment period and the disposition of investts:ié funds that are in their post
investment periods.

Fee-Earning Assets Under Management were $35i8rbdk June 30, 2011, an increase of $11.6 billkwr8%, compared with
$24.2 billion at December 31, 2010. Inflows of $L4illion were primarily due to the commencementhaf investment period for BCP VI,
which had raised $13.8 billion of third party capithrough June 30, 2011. Outflows of $2.7 billiwere primarily a result of the end of
BCP V’s investment period during the first quarter of R@hd dispositions in funds which earn fees basegtmaining invested capital. Af
the close of a fund’s investment period, managerfess are based on invested capital and bindingribments to new investments. Market
appreciation of $29.1 million in the first half 2011 was due primarily to the impact of foreignteaage rates.

Assets Under Management

Assets Under Management were $46.7 billion at 3011, an increase of $2.8 billion, or 6%, coragavith $44.0 billion at
March 31, 2011. The increase was primarily due &oket appreciation in our existing portfolio of $aillion and inflows of $240.9 million
driven by additional capital raised for BCP VI, ity offset by outflows of $147.3 million resutty from dispositions of investments.

Assets Under Management were $46.7 billion at B&011, an increase of $17.4 hillion, or 59%, pared with $29.3 billion at
December 31, 2010. The increase was primarily duefiows of $15.1 billion driven by the commencarhef BCP VI's investment period
and market appreciation of $4.2 billion in our ¢xig portfolio, partially offset by outflows of $4 billion resulting from the dispositions of
investments and the termination of BCP V'’s investteeriod during the first quarter of 2011.

Limited Partner Capital Invested

Limited Partner Capital Invested was $667.3 millfonthe three months ended June 30, 2011, anaseref $197.5 million, compared
to $469.8 million for the three months ended June2B10. Limited Partner Capital Invested was $illl®n for the six months ended
June 30, 2011, an increase of $462.6 million, coegéo $857.7 million for the six months ended JBB£2010. The increases were prime
attributable to an increase in new transactionfaliolw-on activity mostly in the energy, industriahd chemical industries and across all
regions.

Fund Returns

Fund returns information for our significant furidsncluded throughout this discussion and anafysfacilitate an understanding of ¢
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 laid is also not necessarily indicative of the fefperformance 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 ot
existing and future funds will achieve similar nets.
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The following table presents the internal ratesetdirn of our significant BCP funds:

Three Months Ended Six Months Ended June 30, 2011
June 30, June 30, Inception to Date
2011 2010 2011 2010 Total Realized (b)
Fund (a) Gross Net Gross Net Gross Net Gross Net Gross Net Gross Net
BCP IV 17%  15% 1% -1% 30% 2% 9% 8% 53% 40% 66% 5%
BCP V 7% 7% 5% 4% 10% 10% 25% 25% 3% 2% 12% 8%
BCP VI (c) N/M N/M N/A N/A N/M N/M N/A N/A N/M N/M N/A N/A

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

N/M Not meaningful

N/A Not applicable

(&) Netreturns are based on the change in carryinge@éalized and unrealized) after management éegenses and Carried Inter
allocations.

(b) Includes partially realized investments. Innestts are considered partially realized when redljroceeds, excluding current income
(dividends, interest, etc.), are a material porbbmvested capita

(¢) Returns for BCP VI are not meaningful as investnpertod commenced in January 20

The net internal rate of return for BCP |V for tipearter ended June 30, 2011 was higher comparbeé teturns in the same quarter last
yeatr, driven by our publicly held investments. Tt internal rate of return for BCP V for the qearnded June 30, 2011 was hig
compared to the positive returns in the same qukaseyear driven by private holdings in the eyesigd retail sectors as well as by our
publicly held investments.

The following table presents the investment readrthe significant private equity funds from inciept through June 30, 2011 for funds
with closed investment periods:

Fully Invested Funds

Total Investments Realized / Partially Realized Investments (a)
Total Total
Invested Carrying Gross Net Invested Carrying Gross Net
Fund (Investment Period) Capital (b) Value (c) IRR IRR (d) MOIC (e) Capital (b)  Value (c) (f) IRR IRR_(d) MOIC (e)
(Dollars in Millions) (Dollars in Millions)
BCP | (Oct1987/0ct199: $ 67¢ $ 1,742 28% 19% 2€6 $ 67¢ $ 1,74 28% 19% 2.€
BCP Il (Oct 1993 / Aug 1997 1,292 3,257 50% 32% 2.5 1,292 3,257 50% 32% 2.5
BCP Il (Aug 1997 / Nov
2002) 4,02¢ 9,02 18% 11% 2.2 3,752 8,01z 20% 15% 2.1
BCOM (June 2000 / Jun 20C 2,132 2,992 15% 8% 1.4 1,21 2,14¢ 27% 24% 1.8
BCP IV (Nov 2002 / Dec
2005) 7,372 20,30¢ 53% 40% 2.8 5,192 15,56 66% 52% 3.C
BCP V (Dec 2005 / Jan 201 19,19( 21,21t 3% 2% 1.1 2,55¢ 3,24z 12% 8% 1.2

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

(@) Investments are considered partially realizedmrealized proceeds, excluding current incomeédeids, interest, etc.), are a material
portion of invested capita

(b) Invested Capital includes recalled capital and-by-side investments made by our employ:

(c) Carrying value includes realized proceeds and linezbfair value.
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(d) Net Internal Rate of Returl'IRR”) represents the annualized inception to d&fe on total invested capital based on realizedgeds
and unrealized value after management fees, expanseCarried Interes

(e) Multiple of Invested Capital (“MOIC”) representarrying value, before management fees, expamsb€arried Interest, divided by
total invested capita

(H The Realized / Partially Realized Carrying Valueliides remaining unrealized value of $4.2 billi

The following table presents the investment readrthe significant private equity funds from inciept through June 30, 2011 for funds
with open investment periods:

Funds in the Investment Period

Total Investments Realized / Partially Realized Investments (a)
Total Gross Total Gross
Available Invested Carrying Net Invested Carrying Net
Fund (Investment Period) Capital (b) Capital (c) Value (d) IRR IRR (e) MOIC (f) Capital (c) Value (d) IRR IRR (e) MOIC ()
(Dollars in Millions) (Dollars in Millions)
BCP VI (Jan 2011 /Jan 20: $14,48¢ $ 99 $ 98 N/M N/M 1C $ — $ — N/A  N/A N/A

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

N/M Not meaningful

N/A Not applicable

(@) Investments are considered partially realizedmrealized proceeds, excluding current incomeadends, interest, etc.), are a material
portion of invested capita

(b) Available Capital represents total capital catmments, including side-by-side, adjusted for derexpenses and expired or recallable
capital, less invested capit

(c) Invested Capital includes recalled capital and-by-side investments made by our employ:

(d) Carrying value includes realized proceeds and lineghfair value.

(e) Net Internal Rate of Returl‘IRR”) represents the annualized inception to dRfe on total invested capital based on realizedgeds
and unrealized value after management fees, expanskCarried Interes

(f  Multiple of Invested Capital (“MOIC”) represeitarrying value, before management fees, expamek€arried Interest, divided by
total invested capita

The Private Equity segment has three contributaddwvith closed investment periods: BCP 1V, BCPrnd 8COM. As of June 30,
2011, BCP IV was above its Carried Interest thr&skiee., the preferred return payable to its ledippartners before the general partner is
eligible to receive Carried Interest) and wouldl b& above its Carried Interest threshold evallifemaining investments were deemed
worthless. BCP V is currently below its Carriedeimgtst threshold. BCOM is currently below its Catrieterest threshold but has generated
inception-to-date positive returns. We are entittedetain previously realized Carried Interestaig0% of BCOM'’s net gains. As a result,
Performance Fees are recognized from BCOM on cupexniod gains and losses.

The following table presents the Carried Interéstius of our private equity funds out of their istreent period which are currently not
generating performance fees as of June 30, 2011

Gain to Cross Carried
Interest
Threshold (a)

% Change
in Total
Available Enterprise
Funds out of the Investment Period Capital (b) Amount Value (c)
(Dollars in Millions)
BCP V (Dec 2005 / Dec 201 $ 1,987 $ 4,14t 8%

(&) The general partner of each fund is allocatedi€d Interest when the annualized returns, netarfagement fees and expenses, exceed
the preferred return as dictated by the fund agesgsn The
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preferred return is calculated for each limitedtiparindividually. The Gain to Cross Carried Instr&hreshold represents the increas
equity at the fund level (excluding our side-ige investments) that is required for the geneaeiner to begin accruing Carried Inter
assuming the gain is earned pro rata across thi's investments and is achieved at the reporting

(b) Available Capital represents total capital catmments, including side-by-side, adjusted for derexpenses and expired or recallable
capital, less invested capit

(c) Total Enterprise Value is the respective f's pro rata ownership of the portfolio compa’ Enterprise Value at the reporting de

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

Three Months Ended Six Months Ended
June 30, 2011 vs. 2010 June 30, 2011 vs. 2010
2011 2010 $ % 2011 2010 $ %
(Dollars in Thousands)

Segment Revenut
Management Fee

Base Management Fe $ 97,467 $ 82,91¢ $ 14,55! 18% $ 192,90t $165,97¢ $ 26,93( 16%
Transaction and Other Fees, | 49,28t 2,97¢ 46,30¢  N/M 70,83: 4,921 65,91( N/M
Management Fee Offsets (745) (110 (635) N/M (1,250 (599 (651) -10%%
Total Management Fees 146,01( 85,78t 60,22¢ 70% 262,48 170,29¢ 92,18¢ 54%
Performance Fee
Realized 20,83: 16,31¢ 4,51: 28% 23,42¢ 22,26 1,15¢ 5%
Unrealized 429,45¢ 21,117 408,34 N/M 797,56: 32,50¢ 765,05: N/M
Total Performance Fees 450,29( 37,43¢ 412,85  N/M 820,98 54,77¢ 766,21: N/M
Investment Incom
Realized 11,39« 3,90( 7,49¢ 192% 14,31 6,53 7,781 11%
Unrealized 37,33 79,54: (42,21)) -53% 98,73t 126,43! (27,69 -22%
Total Investment Incom 48,72¢ 83,44: (34,719 -42% 113,05: 132,96° (19,916 -15%
Interest and Dividend Reven 2,98¢ 2,17¢ 811 37% 6,271 4,89¢ 1,381 28%
Other 51E (390 90t N/M 1,37¢ (2,266€) 3,641 N/IM
Total Revenues 648,53( 208,45. 440,07¢ N/M 1,204,17 360,67( 843,500 N/M
Expense!
Compensation and Benef
Compensatiol 71,61¢ 44,52¢ 27,09( 61% 130,11¢ 84,67¢ 45,44: 54%
Performance Fee Compensat
Realized 9,38 8,89t 487 5% 10,61: 10,41¢ 19z 2%
Unrealized 91,02! 15,99¢ 75,02 N/IM 197,52. 22,93¢ 174,58t N/M
Total Compensation and
Benefits 172,02: 69,42 102,59¢ 14€% 338,25: 118,03: 220,22( 187%
Other Operating Expenses 22,97 17,64 5,324 30% 51,33; 31,93% 19,40( 61%
Total Expenses 194,99. 87,06¢ 107,92: 124% 389,59( 149,97( 239,62( 16(%
Economic Net Income $453,53¢ $121,38. $332,15! N/M $ 814,58 $210,70( $603,88° N/M
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Revenues

Revenues were $648.5 million for the three montided June 30, 2011, an improvement of $440.1 miliempared to $208.5 million
for the three months ended June 30, 2010. Theagrerm revenues was primarily attributed to anease of $412.9 million in Performance
Fees and an increase of $60.2 million in Total Mgmaent Fees, offset by a $34.7 million decreaseviestment Income.

Performance Fees, which are determined on a furfdrigy/basis, were $450.3 million for the three nsrgnded June 30, 2011, an
improvement of $412.9 million compared to $37.4lioml for the three months ended June 30, 2010.afmeeciation in fair value of the
investments in BREP V and BREP VI primarily contitied to the improvement in Performance Fees fothttee months ended June 30,
2011. Investment Income was $48.7 million for thieeé months ended June 30, 2011, a decrease @fiH8Hon compared to $83.4 million
for the three months ended June 30, 2010. Whilevkeall appreciation for the three months endet B0, 2011 was less than the
appreciation for the three months ended June 30),28e decrease in Investment Income was primdrilsen by a decrease in the
appreciation of investments related to the BRERuwitl in which Blackstone owns a greater share ofisavestments. Performance Fees
benefited from the strong performance of our céungds with a material portion of the increase duthe impact of the “catch-up” provisions
of the Real Estate funds’ profit allocations, whggrecify that once a fund’s preferred return hutdie been reached, Blackstone is entitled to
a disproportionately greater share (80% of theifm)adintil it effectively reaches its full share pérformance fees (20% of the total profits).
The appreciation in fair value of the underlyingets for Blackstone’s contributed Real Estate clamgs was 6.7% for the second quarter of
2011. The performance for the second quarter of 2@ds driven primarily by improved operating penfiance, projected cash flows and exit
multiples across our Real Estate carry funds’ itmesits and was primarily a result of the appreaiain fair value of our holdings in Equity
Office Properties Trust, CarrAmerica, Trizec Praigsrinc., and Hilton Hotels Corporation. As of 880, 2011, the unrealized value and
cumulative proceeds, before carried interest, éeksexpenses, of our contributed Real Estate fands represented 1.4 times investors’
original investments.

Total Management Fees were $146.0 million for tire¢ months ended June 30, 2011, an increase d¢f 86llion compared to
$85.8 million for the three months ended June 8202 Transaction and Other Fees were $49.3 milbothe three months ended June 30,
2011, an increase of $46.3 million compared to $3llon for the three months ended June 30, 2@4flecting the continued increase in
investment activity in our BREP funds, primarilyasesult of BREP VI's acquisition of the U.S. @ssa& Centro in the second quarter of
2011. Base Management Fees were $97.5 milliorhthree months ended June 30, 2011, an incre&detd million compared to
$82.9 million for the three months ended June 802 primarily due to fees earned from our managemkthe Bank of America Merrill
Lynch Asia real estate platform.

Revenues were $1.2 billion for the six months entlete 30, 2011, an improvement of $843.5 milliompared to $360.7 million for
the six months ended June 30, 2010. The increasyémues was primarily attributed to an incredsk766.2 million in Total Performance
Fees and an increase of $92.2 million in Total Mgmaent Fees.

Performance Fees, which are determined on a furidrigy/basis, were $821.0 million for the six mon¢insled June 30, 2011, an
improvement of $766.2 million compared to $54.8lioml for the six months ended June 30, 2010. Theeagiation in fair value of the
investments in our BREP V and BREP VI carry fundmprily contributed to the improvement in Performa Fees for the six months ended
June 30, 2011. Investment Income was $113.1 mifohe six months ended June 30, 2011, a decrda&Ed.9 million compared to
$133.0 million for the six months ended June 3A,2While the overall appreciation for the six nfended June 30, 2011 was less tha
appreciation for the six months ended June 30, 2bE0decrease in Investment Income was primarilyed by a decrease in the appreciation
of investments related to the BREP VI fund in whislackstone owns a greater share of such invesamBetformance Fees benefited from
the strong performance of our carry funds with aemal portion of the increase due to the impadhef“catch-up” provisions of the Real
Estate funds’ profit allocations, which specifyttioace a fund’s preferred return hurdle
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has been reached, Blackstone is entitled to aajpsptionately greater share (80% of the profitd)litneffectively reaches its full share of
performance fees (20% of the total profits). Thprapiation in fair value of the underlying assetsBlackstone’s contributed Real Estate
carry funds was 16.0% for the first half of 201heTperformance for the first half of 2011 was dniygimarily by improved operating
performance and projected cash flows resultingpénappreciation in fair value of our holdings asroar Real Estate carry fundevestments
principally from Equity Office Properties Trust ahliiton Hotels Corporation.

Total Management Fees were $262.5 million for iker®nths ended June 30, 2011, an increase of $8illian compared to
$170.3 million for the six months ended June 30,0 ransaction and Other Fees were $70.8 millioritfe six months ended June 30, 2(
an increase of $65.9 million compared to $4.9 mnillior the six months ended June 30, 2010, refigdtie continued increase in investment
activity in our BREP funds, primarily as a resfiBREP VI's acquisition of the U.S. assets of Cenirthe second quarter of 2011. Base
Management Fees were $192.9 million for the six ttended June 30, 2011, an increase of $26.Dmilbmpared to $166.0 million for 1
six months ended June 30, 2010, primarily dueés marned from the management of the Bank of Amierrill Lynch Asia real estate
platform.

Expenses

Expenses were $195.0 million for the three monttded June 30, 2011, an increase of $107.9 miliompared to $87.1 million for tt
three months ended June 30, 2010. The increasprmaarily attributed to a $75.5 million increaseRerformance Fee Compensation, a r
of improved Performance Fees revenue, and an iseliagCompensation of $27.1 million to $71.6 milligrimarily due to headcount
increases related to the management of the BaAknefrica Merrill Lynch Asia real estate platform acmiresponding significant increases in
Management Fees revenue. Other Operating Expemsesased $5.3 million to $23.0 million for the tamaonths ended June 30, 2011,
principally due to interest expense allocated togbgment and expenses related to the managentbet®énk of America Merrill Lynch
Asia real estate platform.

Expenses were $389.6 million for the six monthseehdline 30, 2011, an increase of $239.6 milliompared to $150.0 million for the
six months ended June 30, 2010. The increase wasaiiy attributed to a $174.8 million increaseRarformance Fee Compensation, a result
of improved Performance Fees revenue, and an iseieagCompensation of $45.4 million to $130.1 roilli primarily due to headcount
increases related to the management of the BaAknefica Merrill Lynch Asia real estate platform atmresponding significant increases in
Management Fees revenue. Other Operating Expemsessed $19.4 million to $51.3 million for the sionths ended June 30, 2011,
principally due to placement fees related to odot devestment funds, interest expense allocatebdgsegment, and expenses related to the
management of the Bank of America Merrill Lynch Aseal estate platform.

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

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(Dollars in Thousands)

Fee-Earning Assets Under Managem

Balance, Beginning of Peric $26,454,01 $23,820,69 $26,814,71 $23,708,05
Inflows, including Commitment 1,477,48! 333,07 1,765,48 608,91(
Outflows, including Distribution (151,179 (50,667 (1,078,15) (59,929
Market Appreciation (Depreciatiol 138,67¢ (261,74 416,95¢ (415,679
Balance, End of Peric $27,919,00 $23,841,36 $27,919,00 $23,841,36
Increase $ 1,464,98 $ 20,66 $ 1,104,28 $ 133,30:
Increase 6% 0% 4% 1%
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Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(Dollars in Thousands)

Assets Under Manageme

Balance, Beginning of Peric $34,990,59 $21,880,65 $33,165,12. $20,391,33
Inflows, including Commitment 1,523,36. 382,68 2,332,89: 968,71:
Outflows, including Distribution (599,729 (119,429 (1,630,979 (142,079
Market Appreciation (Depreciatiol 1,691,33. 1,778,67 3,738,51! 2,704,621
Balance, End of Peric $37,605,56 $23,922,58 $37,605,56 $23,922,58
Increase $ 2,614,97 $ 2,041,93 $ 4,440,431 $ 3,531,25!
Increase 7% 9% 13% 17%

Three Months Ended Six Months Ended

June 30, 2011 vs. 2010 June 30, 2011 vs. 2010
2011 2010 $ % 2011 2010 3$ %
(Dollars in Thousands) (Dollars in Thousands)

Capital Deployec
Limited Partner Capital
Investec $2,785,18! $643,81° $2,141,37. N/M  $3,439,611 $1,068,68 $2,370,93. N/M

Fee-Earning Assets Under Management

Fee-Earning Assets Under Management were $27i8rbdk June 30, 2011, an increase of $1.5 billawr§%, compared with
$26.5 billion at March 31, 2011. Inflows of $1.3libn were primarily related to the deployment afd&ional co-investment capital, which
included $1.1 billion of fee-earning co-investmeapital related to the acquisition of the U.S. tseéCentro in the second quarter of 2011.
Outflows were $151.2 million, primarily due to rezaltions from our real estate carry and debt imaest funds. Market appreciation of
$138.7 million was primarily due to the favorabbedign exchange impact on commitments from our gemo focused real estate funds and
appreciation in the Bank of America Merrill Lynclsi& assets we manage. Fee-Earning Assets Undemgkiaeat increased $4.1 billion, or
17%, from June 30, 2010 to $27.9 billion at Jung2B11. The increase was primarily related to tbgédnber 2010 commencement of our
management of the Bank of America Merrill Lynch @séal estate platform and the deployment of aatthi co-investment capital, which
included $1.1 billion of fee-earning co-investmeapital related to the acquisition of the U.S. &sséCentro in the second quarter of 2011.

Fee-Earning Assets Under Management were $27i8rbdk June 30, 2011, an increase of $1.1 billawrm%, compared with
$26.8 billion at December 31, 2010. Inflows of $hiion were primarily related to the deploymeifitaglditional comnvestment capital, whic
included $1.1 billion of fee-earning co-investmeapital related to the acquisition of the U.S. &sséCentro in the second quarter of 2011.
Outflows were $1.1 billion, primarily due to reations from a co-investment entity and the BanRmierica Merrill Lynch Asia real estate
platform. Market appreciation of $417.0 million waidmarily due to the favorable foreign exchanggatt on commitments from our
European focused real estate funds.

Assets Under Management

At June 30, 2011, Assets Under Management werés$8lfion, an increase of $2.6 billion, or 7%, coangd with $35.0 billion at
March 31, 2011. The change was primarily due tlows of $1.5 billion attributable to the deploymefitadditional co-investment capital
primarily related to the acquisition of the U.Ssets of Centro in the second quarter of 2011 anttehappreciation of $1.7 billion from our
real estate carry funds resulting from increasdkércarrying values of our real estate portfolionarily within the office and hospitality
sectors. These increases were partially offsetutijoovs of $599.7 million related to realizations
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generated by our real estate carry funds. AssetetJianagement increased $13.7 billion, or 57%mfdane 30, 2010 to $37.6 billion at
June 30, 2011 and was primarily related to margpteciation of $9.9 billion, the commencement of management of the Bank of America
Merrill Lynch Asia real estate platform, the deplognt of additional co-investment capital, and apiised by our debt investment funds.

At June 30, 2011, Assets Under Management werés$8lfion, an increase of $4.4 billion, or 13%, qoaned with $33.2 billion at
December 31, 2010. The change was primarily da)tmflows of $2.3 billion attributable to the depment of additional co-investment
capital, and (b) market appreciation of $3.7 hillioom our real estate carry funds resulting froréases in the carrying values within the
office and hospitality sectors of our real estaidfplio. These increases were partially offseplgflows of $1.6 billion related to realizations
generated by our real estate carry funds and BAknerica Merrill Lynch Asia real estate platform.

Limited Partner Capital Invested

For the three months ended June 30, 2011, Limigether Capital Invested was $2.8 billion, an insesaf $2.1 billion from
$643.8 million for the three months ended June2BQ0, which was primarily related to the acquisitad the U.S. assets of Centro by
BREP VI and co-investors. For the six months entiete 30, 2011, Limited Partner Capital Invested $24 billion, an increase of
$2.4 billion from $1.1 billion for the six montha@ed June 30, 2010. This increase was primarigtedlto increased investment activity by
our BREP VI and debt investment funds and the aitipn of the U.S. assets of Centro mentioned above

Fund Returns

Fund return information for our significant fundsimcluded throughout this discussion and anatgsiacilitate 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 ats necessarily indicative of the future perfonce.of any particular fund. An
investment in The Blackstone Group L.P. is notrar@stment in any of our funds. There can be norassa that any of our funds or our ot

existing and future funds will achieve similar nets.

The following table presents the internal ratesetiirn of our significant real estate funds:

Three Months Ended Six Months Ended June 30, 2011
June 30, June 30, Inception to Date
2011 2010 2011 2010 Total Realized (b)
Fund (a) Gross ~ Net ~ Gross ~ Net  Grost ~ Net  Gross ~ Net  Gross ~ Net  Gross  Net
BREP IV 8% 6% 9% 6% 15% 11% 11% 6% 27% 16% 97% 68%
BREP V 10% 7% 14% 13% 21% 14% 17%  16% 14% 10% 94% 71%
BREP International Il (c 1% — 17% 16% 3% 2% 32% 30% -1% -3% 8% 5%
BREP International (c 28% 21% 7% 5% 28% 21% 13% 9% 33% 23% 33% 24%
BREP VI 7% 4% 32% 31% 17%  10% 66% 62% 14% 9% 17C% 127%
BREP Europe lll (¢ 5% 1% 59% 44% 7% — 212% 162% 117% 16% N/A N/A
BSSF I 2% 2% 6% 4% 5% 4% 17% 10% 23% 18% 56% 40%
BSSF | -2% -2% 1% 3% 7% 4% 12% 11% 14% 11% N/A N/A
CMBS -2% -2% 3% 2% 7% 4% 14% 12% 22% 16% N/A N/A

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

(&) Netreturns are based on the change in carryinge@éalized and unrealized) after management éa@enses and performance

allocations.
(b) Includes partially realized investments. Investraare considered partially realized when distridygemceeds, excluding current incc

(dividends, interest, etc.), are a material portibmvested capita

74



Table of Contents

(c) Eurc-based net internal rates of retu

Although there was steady improvement in the opegdtindamentals across the Real Estate carry fumgsstments, the appreciation
in fair values was less for the three and six meetided June 30, 2011 compared to the prior yemdgeresulting in lower, but still positiv
net internal rates of return for most of the funds.

The following table presents the investment readrthe significant real estate carry funds fromejpiton through June 30, 2011 for
funds with closed investment periods:

Fully Invested Funds

Total Investments Realized / Partially Realized Investments (a)
Total Total
Invested Carrying Gross Net Invested Carrying Gross Net
Fund (Investment Period) Capital (b) Value (c) IRR IRR (d) MOIC (¢)  Capital (b)  Value (c) (f) IRR IRR_(d) MOIC (e)
(Amounts in Millions) (Amounts in Millions)

Pre-BREP $ 141 $ 34t 43% 33% 25 $ 141 % 34t 43% 33% 2.t
BREP | (Sep 1994 / Oct

1996) $ 467 $1,32¢ 51% 40% 28 $ 467 $ 1,32¢ 51% 40% 2.8
BREP Il (Oct 1996 / Mar

1999) $ 1,21¢ $2,52¢ 26% 19% 21 $ 1,21¢ $ 2,52¢ 26% 19% 2.1
BREP Il (Apr 1999 / Apr

2003) $ 1,41 $3,32¢ 27% 21% 23 $ 1,39¢ $ 3,32¢ 28% 22% 24
BREP Int'l (Jan 2001 / Sep

2005) € 658 €1,31( 33% 23% 20 € 62: € 1,24¢ 33% 24% 2.C
BREP IV (Apr 2003 / Dec

2005) $ 2,737 $4,17(C 27% 16% 15 $ 1,07¢ $ 2,52¢ 97% 68% 2.4
BREP Int1 1l (Sep 2005 / Ju

2008) € 1,33t €1,30 -1% -3% 1.0 € 16z € 20¢ 8% 5% 1.3
BREP V (Dec 2005 / Feb

2007) $ 551t $8,14 13% 10% 15 $ 98: $ 2,24: 94% 71% 2.2

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

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

(b) Invested Capital includes recalled capital and-by-side investments made by our employ:

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

(d) Net Internal Rate of Retur‘IRR”) represents the annualized inception to dRf#e on total invested capital based on realized eeds
and unrealized value after management fees, expanseCarried Interes

(e) Multiple of Invested Capital (“MOIC”) represantarrying value, before management fees, expamgk€arried Interest, divided by
total invested capita

() The Total Realized / Partially Realized Carryindugaincludes remaining unrealized value of $910ilBan and€160.4 million.
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The following table presents the investment readrthe significant real estate carry funds, exalgdseparately managed accounts, 1
inception through June 30, 2011 for funds with opeestment periods:

Funds in the Investment Period
Total Investments

Total Gross
Available Invested Carrying Net
Fund (Investment Period) Capital (a) Capital (b) Value (c) IRR IRR (d) MOIC (e)
(Amounts in Millions)
BREP VI (Feb 2007 / Aug 201. $ 1,83t $ 9,31 $12,67: 14% 9% 1.4
BREP Europe 11l (Jun 2008 / Dec 20! € 2,90¢ € 271 € 50C 117% 16% 1.6
BSSF Il (Jul 2009 / Aug 201" $ 897 $ 957 $ 1,13¢ 23% 18% 1.2

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

(@) Available Capital represents total capital catmmants, including side-by-side, adjusted for derexpenses and expired or recallable
capital, less invested capital, and includes $588lllon committed to deals but not yet investedlditionally, the segment has
$641.7 million of Available Capital that has beeserved for ac-on investments in funds that are fully invest

(b) Invested Capital includes recalled capital and-by-side investments made by our employ:

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

(d) Net Internal Rate of Retur‘IRR”) represents the annualized inception to dRf#e on total invested capital based on realized geds
and unrealized fair value after management fegereses and Carried Intere

(e) Multiple of Invested Capital (“MOIC”) represeantarrying value, before management fees, expamsb€arried Interest, divided by
total invested capita

The following table presents the Carried Interéstius of our real estate carry funds with expiregstment periods which are currently
not generating performance fees as of June 30,:2011

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

Fully Invested Funds Amount Value (b)
(Amounts in Millions)
BREP In’l Il (Sep 2005 / Jun 200t € 674 15%

(&) The general partner of each fund is allocatedi€d Interest when the annualized returns, netarfagement fees and expenses, exceed
the preferred return as dictated by the fund agesesn The preferred return is calculated for eanhidd partner individually. The Gain
to Cross Carried Interest Threshold representgttrease in equity at the fund level (excluding sidee-by-side investments) that is
required for the general partner to begin accr@agied Interest, assuming the gain is earnedateoacross the fund’s investments and
is achieved at the reporting de

(b) Total Enterprise Value is the respective f's pro rata ownership of the privately held pordalompanie’ Enterprise Value

The Real Estate segment has three funds in thaesiment period all of which were above their resipe Carried Interest thresholds as
of June 30, 2011: BREP Europe lll, BSSF Il and BREP
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Hedge Fund Solutions
The following table presents our results of operaifor our Hedge Fund Solutions segment:

Three Months Ended Six Months Ended
June 30, 2011 vs. 2010 June 30, 2011 vs. 2010
2011 2010 $ % 2011 2010 $ %
(Dollars in Thousands)

Segment Revenut
Management Fee

Base Management Fe $79,29C $65,563: $13,75] 21% $154,90. $129,39¢ $ 25,50¢ 20%
Transaction and Other Fees, | 861 87C 9) -1% 1,58¢ 1,67¢ (92) -5%
Management Fee Offse (19€) (72 (124) -172% (320) (72 (24¢8) N/M
Total Management Fes 79,95¢ 66,33 13,62« 21%  156,17( 131,00¢ 25,16¢ 19%
Performance Fee
Realized 667 1,021 (3549) -35% 1,56( 3,13¢ (1,57¢) -50%
Unrealized 3,441 (2,596 6,037 N/M 22,69¢ 7,810 14,87" 19(%
Total Performance Fes 4,10¢ (1,575 568: N/M 24,25¢ 10,95¢ 13,29¢ 121%
Investment Income (Los:
Realized 12,85t 5,43¢ 7,417 13€% 14,19¢ 5,18¢ 9,00¢ 174%
Unrealized (12,864 (6,749 (6,115 -91% (5,744 5,131 (10,87 N/M
Total Investment Income (Los 9) (1,317 1,30z 99% 8,45: 10,31¢ (1,867 -18%
Interest and Dividend Reven 472 358 11¢ 34% 98¢ 82¢ 16C 19%
Other (39) (40 2 5% 66 (123 18¢ N/M
Total Revenue 84,48¢ 63,75¢ 20,73( 33%  189,93( 152,98! 36,94 24%
Expense!
Compensation and Benef
Compensatiol 32,28¢ 26,38¢ 5,90( 22% 60,94¢ 47,13( 13,81! 29%
Performance Fee Compensat
Realized 252 35€ (103) -2% 552 1,127 (574 -51%
Unrealized 2,95¢ (977) 3,93 N/M 8,31 2,80¢ 5,501 19€%
Total Compensation and
Benefits 35,49¢ 25,76% 9,72¢ 38% 69,81: 51,06: 18,74¢ 37%
Other Operating Expens 16,07t 12,35: 3,722 30% 29,08: 23,63¢ 5,44 23%
Total Expense 51,57 38,12( 13,45 35% 98,89¢ 74,70: 24,19! 32%
Economic Net Incom $32,91° $25,63t $ 7,27¢ 28% $ 91,03t $ 78,28¢ $12,75: 16%
Revenues

Revenues were $84.5 million for the three monthdednJune 30, 2011, an increase of $20.7 millionpaoed to the three months ended
June 30, 2010. The increase in revenues was phjnadtiibuted to an increase of $13.6 million intdloManagement Fees to $80.0 million
and an increase of $5.7 million in Performance Fedgl.1 million.
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Total Management Fees were $80.0 million for thee¢hmonths ended June 30, 2011, an increase & $fition compared to
$66.3 million for the three months ended June BQ02Base Management Fees were $79.3 million fothhee months ended June 30, 2011,
an increase of $13.8 million compared to the pyear period, driven by an increase in Fee-Earnisgefs Under Management of 29% from
the prior year period, which was primarily from metows.

Performance Fees were $4.1 million for the threattimended June 30, 2011, an increase of $5.milbmpared to $(1.6) million for
the three months ended June 30, 2010. The perfeenafrthe underlying assets for Blackstone’s Hdelged Solutions’ funds was slightly
positive for the second quarter of 2011. Fee-EgrAissets Under Management related to funds of fabdse their respective high-water
marks and/or hurdle, and therefore eligible fof@enance Fees, increased during the three monthedefune 30, 2011 compared to the t
months ended June 30, 2010.

Revenues were $189.9 million for the six monthseendline 30, 2011, an increase of $36.9 million @egbto the six months ended
June 30, 2010. The increase in revenues was phynatiibuted to an increase of $25.2 million intdloManagement Fees to $156.2 million
and an increase of $13.3 million in PerformancesRee24.3 million.

Total Management Fees were $156.2 million for iker®nths ended June 30, 2011, an increase of $2ilidan compared to
$131.0 million for the six months ended June 3Q,R®Base Management Fees were $154.9 million fosthmonths ended June 30, 2011,
an increase of $25.5 million compared to the pyear period, driven by an increase in Fee-Earnisgefs Under Management of 29% from
the prior year period, which was primarily from m&lows and market appreciation.

Performance Fees were $24.3 million for the six theended June 30, 2011, an increase of $13.3mibmpared to $11.0 million for
the six months ended June 30, 2010. Investmentiaacesas $8.5 million for the six months ended June2811, down slightly from the prior
year period. The appreciation of the underlyingtsfor Blackstor's Hedge Fund Solutions’ funds was 1.5% for thstfivalf of 2011. Fee-
Earning Assets Under Management related to fundisnofs above their respective high-water marksartuirdle, and therefore eligible for
Performance Fees, increased during the six momnidsdeJune 30, 2011 compared to the six months ehdex30, 2010.

Expenses

Expenses were $51.6 million for the three montldednJune 30, 2011, an increase of $13.5 millionpaoed to the three months ended
June 30, 2010. The $13.5 million increase was piiynattributed to a $9.7 million increase in To@bmpensation and Benefits and a
$3.7 million increase in Other Operating Expen§gsnpensation was $32.3 million for the three mometided June 30, 2011, an increase of
$5.9 million, compared to $26.4 million for the @riyear period, primarily due to an increase indeeant to support the growth of the
business. Other Operating Expenses increased $ighrto $16.1 million for the three months endashe 30, 2011, compared to
$12.4 million for the three months ended June Ba02rimarily due to an increase in professionasfeelated to the growth of the business
and other expenses.

Expenses were $98.9 million for the six months enfiee 30, 2011, an increase of $24.2 million cargbto the six months ended
June 30, 2010. The $24.2 million increase was pilynattributed to a $18.7 million increase in To@ompensation and Benefits and a
$5.4 million increase in Other Operating Expen&ssnpensation was $60.9 million for the six monthdesl June 30, 2011, an increase of
$13.8 million, compared to $47.1 million for thegsryear period, primarily due to an increase indeount to support the growth of the
business. Other Operating Expenses increased $fighrto $29.1 million for the six months endech&i30, 2011, compared to $23.6 million
for the six months ended June 30, 2010, primarily th an increase in professional fees relatede@towth of the business and other
expenses.
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Operating Metrics

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

Three Months Ended

Six Months Ended

June 30, June 30,
2011 2010 2011 2010
(Dollars in Thousands)
Fee-Earning Assets Under Managem
Balance, Beginning of Peric $35,847,00 $28,902,22 $33,159,79 $27,451,30
Inflows, including Commitment 2,201,58 1,431,19! 4,654,00: 2,598,88!
Outflows, including Distribution (585,40 (1,096,621 (973,429 (1,387,98)
Market Appreciation (Depreciation) (218,672) (404,476 404,14( 170,11°
Balance, End of Period $37,244,50 $28,832,31 $37,244,50 $28,832,31
Increase (Decreas $ 1,397,50 $ (69,909 $ 4,084,71. $ 1,381,00:
Increase (Decreas 4% 0% 12% 5%

Assets Under Manageme

Three Months Ended June 30,
2011 2010

Six Months Ended June 30,
2011 2010

(Dollars in Thousands)

Balance, Beginning of Peric $39,542,08 $30,322,51 $34,587,29 $28,799,32
Inflows, including Commitment 1,919,85! 1,451,54. 6,641,03 2,657,02.
Outflows, including Distribution (695,179 (1,171,109 (1,103,21) (1,476,84)
Market Appreciation (Depreciation) (188,54 (426,019 453,10¢ 197,42¢
Balance, End of Period $40,578,21 $30,176,93 $40,578,21 $30,176,93
Increase (Decreas $ 1,036,13. $ (145,579 $ 5,990,92 $ 1,377,60!
Increase (Decreas 3% 0% 17% 5%

The following table presents information regardiuy Fee-Earning Assets Under Management:

Fee-Earning Assets Under
Management Eligible for
Incentive Fees

Estimated % Above
High Water Mark
and/or Hurdle (a)

As of June 30,

As of June 30,

2011 2010 2011 2010
(Dollars in Thousands)
BAAM Managed Funds (t $19,240,43 $13,686,77 69% 25%

(a) Estimated % Above High Water Mark and / or Heingtpresents the percentage of Fee-Earning Asseter Management Eligible for
Incentive Fees that as of the dates presented veaufdincentive fees when the applicable BAAM makiyind has positive investme
performance (relative to a hurdle, where applicalleremental positive performance in the appliedlackstone Funds may cause
additional assets to reach their respective Higlewdark and / or Hurdle, thereby resulting in aorease in Estimated % Above High
Water Mark and/or Hurdle

(b) For the BAAM managed funds, at June 30, 20&lirlbremental appreciation needed for the 31% effE@ning Assets Under
Management below their respective High Water Maikd / or Hurdle to reach their respective High Watarks and / or Hurdle was
$331.6 million, a decrease of $356.0 million, or@%, compared to $687.6 million at June 30, 201Gh© Fee-Earning Assets Under
Management below their respective High Water Maks / or Hurdle as of June 30, 2011, 57% were wilfb of reaching their
respective High Water Mark and / or Hurc

79



Table of Contents

Fee-Earning Assets Under Management

Fee-Earning Assets Under Management were $37i@rbdk June 30, 2011, an increase of $1.4 billiwr%, compared to $35.8 billion
at March 31, 2011. The change was primarily dueftows of $2.2 billion primarily from BAAM’s comrmgled and customized investment
products and long only solutions business, paytiafiiset by outflows of $585.4 million. Outflows thin the Hedge Funds Solutions segment
are generally the result of the liquidity needsof limited partners. BAAM had net inflows of $Ih8lion from July 1 through August 1,
2011.

Fee-Earning Assets Under Management were $37ig@rbdt June 30, 2011, an increase of $4.1 billwrl, 2%, compared to
$33.2 hillion at December 31, 2010. The changepviasarily due to inflows of $4.7 billion primarifrom BAAM’s commingled and
customized investment products and long only smhgtibusiness.

Assets Under Management

Assets Under Management were $40.6 billion at Bn&011, an increase of $1.0 billion, or 3%, coraddo $39.5 billion at March 3
2011. The change was primarily due to inflows o®#dillion primarily from BAAM'’s hedge fund manager seeding platform, commingied
customized investment products and long only smhgtibusiness.

Assets Under Management were $40.6 billion at 3011, an increase of $6.0 billion, or 17%, cared to $34.6 billion at
December 31, 2010. The change was primarily dueflmws of $6.6 billion primarily from BAAM'’s hedgéund manager seeding platform,
commingled and customized investment products eng bnly solutions business.

Composite Returns

Composite returns information is included throughtbis discussion and analysis to facilitate anarstinding of our results of
operations for the periods presented. The compuetibens information reflected in this discussionl @analysis is not indicative of the
performance of The Blackstone Group L.P. and is ats necessarily indicative of the future resaoftany particular fund. An investment in
The Blackstone Group L.P. is not an investmenninaf our funds or composites. There can be norassa that any of our funds or
composites or our other existing and future fundsomposites will achieve similar returns.

The following table presents the return informatidrthe BAAM Managed Funds, Core Fund Composite:

Three Six Average Annual Net Returns (a)
Months Ended Months Ended Periods Ended
June 30, June 30, June 30, 2011
One Three Five
2011 2010 2011 2010 Year Year Year Historical
Composite Gross Net Gross  Net  Gross  Net Gross  Net  Gross  Net Gross  Net  Gross  Net Gross Net
BAAM Managed
Funds, Core Funds
Composite (b — — -1% -1% 2% 1% 2% 1% 10% 9% 2% 1% 5% 4% 8% 7%

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

(@) Composite returns present a summarized assgited return measure to evaluate the overall padace of the applicable class of
Blackstone Fund

(b) The Core Funds Composite excludes BlackstdB&&M managed funds that employ a longiased commodity strategy, funds whose
primary objective is to provide capital to hedgedstart-up firms and funds managed under non-gliscrary advisory arrangements.
The historical return is from January 1, 2000 axdwales fluctuations due to foreign currency exdearates
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Credit Businesses
The following table presents our results of operaifor our Credit Businesses segment:

Three Months Ended Six Months Ended
June 30, 2011 vs. 2010 June 30, 2011 vs. 2010
2011 2010 $ % 2011 2010 $ %
(Dollars in Thousands)

Segment Revenut
Management Fee

Base Management Fe $57,42( $47,67C $ 9,75( 20% $112,02: $ 87,280 $24,73¢ 28%
Transaction and Other Fees, | 84¢ 29¢ 55C 184% 1,59¢ 83t 75¢ 91%
Management Fee Offsets (105) 3 (10§ N/M (123%) (686) 563 82%
Total Management Fees 58,16¢ 47,97. 10,19: 21% 113,49: 87,43: 26,06( 30%
Performance Fee
Realized 37,35« 27,92¢ 9,42¢ 34% 47,07¢ 27,56¢ 19,51( 71%
Unrealized (7,246) (15,239 7,99:¢ 52% 78,05% 49,74: 28,31¢ 57%
Total Performance Fees 30,10¢ 12,68¢ 17,41¢ 137% 125,13t 77,31( 47,82¢ 62%
Investment Income (Los:
Realized 3,23¢ 3,291 (55) -2% 4,471 6,52¢ (2,059 -31%
Unrealized 5,431 (3,444 8,881 N/M 9,96¢ 4,391 5,57¢ 127%
Total Investment Income (Los 8,67: (159) 8,82¢ N/M 14,44( 10,91t 3,52¢ 32%
Interest and Dividend Reven 90z 402 49¢ 124% 1,35¢ 1,07¢ 27¢ 26%
Other 47 (332) 28t 86% 51 (797 84z N/M
Total Revenues 97,80( 60,57¢ 37,221 61% 254,47 175,94. 78,53: 45%
Expense!
Compensation and Benef
Compensatiol 34,17( 26,98: 7,18¢ 27% 64,49¢ 55,32t 9,17( 17%
Performance Fee Compensat
Realized 18,02° 13,50( 4,527 34% 23,32 12,94: 10,38: 80%
Unrealized (5,18¢) (5,61%) 43C 8% 40,01« 31,91¢ 8,09¢ 25%
Total Compensation and Benel 47,00¢ 34,86« 12,14¢ 35% 127,83: 100,18« 27,64 28%
Other Operating Expenses 10,22¢ 12,167 (1,947 -16% 25,58 20,45] 5,12¢ 25%
Total Expenses 57,23¢ 47,03: 10,20¢ 22% 153,41« 120,64: 32,77 27%
Economic Net Income $40,56¢ $ 13,54t $27,01; 19S5 $101,06( $ 55,30. $45,75¢ 83%
Revenues

Revenues were $97.8 million for the three monthdednJune 30, 2011, an increase of $37.2 millionpaoed to the three months ended
June 30, 2010. The increase in revenues was phynadtiibuted to increases of $17.4 million in Remhance Fees, $10.2 million in Total
Management Fees and $8.8 million in Investmentrimzo

Total Management Fees were $58.2 million for theghmonths ended June 30, 2011, an increase ¢ #1illion from the prior year
period. Base Management Fees were $57.4 milliothiathree months ended June 30, 2011, an inco#&8:8 million compared to the prior
year period, primarily due to higher I-Earning Assets Under Management resulting fromvdoavns from certain funds when management
fees are only charged on invested capital and @pitat raised for new and existing strategies.

81



Table of Contents

Performance Fees were $30.1 million for the threetits ended June 30, 2011, an increase of $17liémfilom the prior year period.
The increase in Performance Fees was primariljpatable to steady performance across the Crediin@ssesstrategies. The appreciatior
the underlying assets for Blackstone’s credit-dadrbusiness was 1.8% for the flagship hedge fuh8%p for the mezzanine funds and 2.0%
for the rescue lending funds for the second quaft@011. Investment Income also increased fothhee months ended June 30, 2011 to
$8.7 million, up $8.8 million from the prior yeaeigod.

The Realized Performance Fees for the three mamithsd June 30, 2011 of $37.4 million were drivamarily by realizations in the
Credit Businesses’ mezzanine funds.

Revenues were $254.5 million for the six monthseendline 30, 2011, an increase of $78.5 million @epto the six months ended
June 30, 2010. The increase in revenues was phynadtiibuted to increases of $47.8 million in Remhance Fees, $26.1 million in Total
Management Fees, and $3.5 million in Investmentrime.

Performance Fees were $125.1 million for the sixithe ended June 30, 2011, an increase of $47.@®mifom the prior year period.
The increase in Performance Fees was primarilipatable to strong performance across the Crediiissesstrategies. The appreciation
the underlying assets for Blackstone’s credit-dadrbusiness was 9.9% for the flagship hedge futl2% for the mezzanine funds and
11.1% for the rescue lending funds for the firdf bA2011.

The Realized Performance Fees for the six monttiscedune 30, 2011 of $47.1 million were driven jariiy by realizations in the
Credit Businesses’ mezzanine funds.

Total Management Fees were $113.5 million for ther®onths ended June 30, 2011, an increase of $@dlitin from the prior year
period. Base Management Fees were $112.0 milliotheosix months ended June 30, 2011, an incrde&2407 million compared to the pri
year period, primarily due to higher -Earning Assets Under Management.

Expenses

Expenses were $57.2 million for the three montldedrJune 30, 2011, an increase of $10.2 millio2266, compared to the three
months ended June 30, 2010. The $10.2 million as@eén expenses was primarily attributed to inaead $7.2 million in Compensation and
$5.0 million in Performance Fee Compensation. Perémce Fee Compensation was $12.8 million for liheet months ended June 30, 2011,
compared to $7.9 million for the prior year peri@hmpensation increased $7.2 million to $34.2 millfor the three months ended June 30,
2011, compared to $27.0 million for the prior ypariod, primarily due to higher compensation aclsruesulting from stronger base
management fees and lower other operating expeD#est Operating Expenses decreased $1.9 milli@di@2 million for the three months
ended June 30, 2011, compared to $12.2 milliotHeprior year period. The decrease was primarily t lower professional fees, partially
offset by an increase in other operating expenses.

Expenses were $153.4 million for the six monthseendune 30, 2011, an increase of $32.8 millior2786, compared to the six months
ended June 30, 2010. The $32.8 million increasxpenses was primarily attributed to increasesl8f%million in Performance Fee
Compensation, $9.2 million in Compensation and $illion in Other Operating Expenses. Performanee Eompensation was
$63.3 million for the six months ended June 30,12@bmpared to $44.9 million for the prior yearipdr The increase was primarily due to
higher Performance Fees in the current quarter eoedpto the prior year period. Compensation in@@&®.2 million to $64.5 million for the
six months ended June 30, 2011, compared to $58i8mfor the prior year period, primarily due ligher compensation accruals resulting
from stronger base management fees. Other OpeiEtipgnses increased $5.1 million to $25.6 millionthe six months ended June 30,
2011, compared to $20.5 million for the prior ypariod. The increase was primarily due to increasé&sK. occupancy related costs, higher
professional fees, underwriting fees related tdaeach of a new closed-end mutual fund, and telclgyaconsulting fees.
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Operating Metrics

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

Fee-Earning Assets Under Managem

Three Months Ended
June 30,

Six Months Ended
June 30,

2011 2010

2011

(Dollars in Thousands)

2010

(Dollars in Thousands)

Balance, Beginning of Peric $25,838,87 $20,173,31 $25,337,15 $20,416,23
Inflows, including Commitment 3,468,70: 4,468,80! 4,502,50: 4,709,01
Outflows, including Distribution (1,320,669 (810,776 (2,257,38i) (1,302,85Y)
Market Appreciation (Depreciatiol 72,53¢ (275,24 477,17¢ (266,279
Balance, End of Peric $28,059,45 $23,556,10 $28,059,45 $23,556,10
Increase $ 2,220,57 $ 3,382,791 $ 2,722,29 $ 3,139,87.
Increase 9% 17% 11% 15%

Three Months Ended

Six Months Ended

June 30, June 30,
2011 2010 2011 2010
(Dollars in Thousands)
Assets Under Manageme

Balance, Beginning of Peric $31,475,39 $24,290,35 $31,052,36 $24,233,47
Inflows, including Commitment 3,686,84 5,807,12! 4,501,06! 6,222,97.
Outflows, including Distribution (1,558,98) (1,112,20) (2,650,70) (1,683,60i)
Market Appreciation (Depreciatiol 187,83t (296,672) 888,36 (84,239
Balance, End of Peric $33,791,09 $28,688,60 $33,791,09 $28,688,60
Increase $ 2,315,69 $ 4,398,25: $ 2,738,72! $ 4,455,13
Increase 7% 18% 9% 18%

Three Months Ended Six Months Ended

June 30, 2011 vs. 2010 June 30, 2011 vs. 2010
2011 2010 $ % 2011 2010 $ %

(Dollars in Thousands) (Dollars in Thousands)
Capital Deployec
Limited Partner Capital Invested

$152,88: $264.00; $(111.210 42% $307,.18( $421,14. $(113,96) -27%

As of June 30, 2011, 98% of the Fee-Earning Addatier Management of $2.7 billion in the credit-atied flagship hedge funds were
above their respective high water marks compar@®% of the Fee-Earning Assets Under Manageme$2.&f billion as of June 30, 2010.

Fee-Earning Assets Under Management

Fee-Earning Assets Under Management were $28iarbdk June 30, 2011, an increase of $2.2 billiwr8%, compared to $25.8 billion
at March 31, 2011. The increase was primarily dueftows of $3.5 billion due principally to the @uisition of $2.2 billion of CLO vehicles
during the quarter. Outflows of $1.3 billion duritige quarter were principally due to deleveragihgestain CLO vehicles post their
reinvestment periods and realizations in the drawdfunds.

Fee-Earning Assets Under Management were $28itrbdt June 30, 2011, an increase of $2.7 billwrl, 1%, compared to
$25.3 billion at December 31, 2010. The increase pvanarily due to inflows of $4.5 billion princifia due to the acquisition of $2.2 billion
of CLO vehicles in the second quarter of 2011, igkytoffset
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by outflows of $2.3 billion since December 31, 2Qithcipally due to deleveraging of certain CLO s post their reinvestment periods
and realizations in the drawdown funds.

Assets Under Management

Assets Under Management were $33.8 billion at Be&011, an increase of $2.3 billion, or 7%, coragao $31.5 billion at March 3
2011. The increase was primarily due to inflow$®57 billion principally due to the acquisition $2.3 billion of CLO vehicles, partially
offset by outflows of $1.6 billion. Outflows of $Lbillion during the quarter were principally duedeleveraging of certain CLO vehicles [
their reinvestment periods and realizations indiavdown funds.

Assets Under Management were $33.8 billion at B&011, an increase of $2.7 billion, or 9%, coragao $31.1 billion at
December 31, 2010. The increase was primarily duefiows of $4.5 billion principally due to the guisition of $2.3 billion of CLO
vehicles, partially offset by outflows of $2.7 mih due to deleveraging of certain CLO vehiclest plosir reinvestment periods and
realizations in the drawdown funds.

Limited Partner Capital Invested

For the three months ended June 30, 2011, Limigether Capital Invested was $152.9 million, a daseeof $111.2 million from
$264.1 million for the three months ended June28@p. For the six months ended June 30, 2011, ediartner Capital Invested was
$307.2 million, a decrease of $114.0 million frod2$.1 million for the six months ended June 30,201

Fund Returns

Fund return information for our significant busises is included throughout this discussion andyaisato facilitate an understanding
our results of operations for the periods preseriibd fund returns information reflected in thisalission and analysis is not indicative of the
performance of The Blackstone Group L.P. and is ats necessarily indicative of the future resaftany particular fund. An investment in
The Blackstone Group L.P. is not an investmenhinaf our funds. There can be no assurance thabboyr funds or our other existing and
future funds will achieve similar returns.

The following table presents the return informatidrihe segment’s Flagship Hedge Funds:

Three Six Average Annual Returns (a)
Months Ended Months Ended Periods Ended
June 30, June 30, June 30, 2011
One Three Five
2011 2010 2011 2010 Year Year Year Historical
Fund Gross Net Gross Net Gross Net Gross Net Gross Net Gross Net Gross Net  Gross  Net
Flagship Hedge Fund
(b) 2% 1% 0% -0% 10% 8% 6% 4% 26% 20% 11% 7% 12% 8% 12% 8%

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

(&) Average annual returns present a summarized as$ghted return measure to evaluate the overalbpadnce of the applicable clast
Blackstone Fund

(b) The Flagship Hedge Funds’ returns representvifighted-average return for the U.S. domesticaifghore funds included in this
return. The historical return is from August 1, 80@hich is before Blacksto’'s acquisition of GSO in March 20C
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The following table presents the Internal RateRefurn of our significant Credit Businesses drawadwnds:

Three Months Ended Six Months Ended
June 30, June 30, Inception to
2011 2010 2011 2010 Date
Fund (a) Grosg Net Grosg Net Gross Net Gross Net Gross Net
Mezzanine Funds (b) 4% 4% 5% 4% 14% 11% 11% 8% 22% 16%
Rescue Lending Funds ( 2% — 16% 8% 11% 6% 52% 24% 45% 25%

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

(&) Netreturns are based on the change in carryinge@éalized and unrealized) after management éagenses and performance
allocations

(b) The Mezzanine Funds’ returns represent the htetaverage return for the U.S. domestic and offshane$ included in this return. T
inception to date return is from July 16, 2007, abhis before Blackstor's acquisition of GSO in March 20C

() The Rescue Lending Funds’ returns represenwdighted-average return for the U.S. domesticadfghore funds included in this
return. The inception to date returns are from &aper 29, 2009, which is when the funds commenwoeskting.

The following table presents the investment readrthe significant Credit Businesses drawdown fuinds inception through June 30,
2011 for funds with open investment periods:

Funds in the Investment Period

Realized / Partially Realized

Total Investments Investments (a)
Total Net Total
Fund Carrying Grose IRR
(Investment Available Invested Invested Carrying
Period) Capital (b) Capital (c) Value (d) IRR (e) MOIC (f) Capital (c) Value (d) (g MOIC (f)
(Dollars in Millions) (Dollars in Millions)

Mezzanine Funds (Jul 2007/Jul 20: $ 79 $ 2,21 $2,92¢ 22% 16% 1.2 $ 1072 $ 1,564 1kt
Rescue Lending Funds (May 2009 /

May 2013) 2,397 1,144 1,50€ 45% 25% 1.2 301 351 1.2

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

(@) Investments are considered partially realizedmrealized proceeds, excluding current incomédeds, interest, etc.) are a material
portion of invested capita

(b) Available Capital represents total capital catmments adjusted for certain expenses and expiredoallable capital, less invested
capital.

(c) Invested Capital includes recalled capi

(d) Carrying value includes realized proceeds and lineghfair value.

(e) Net Internal Rate of Retur‘IRR”) represents the annualized inception to dRf#e on total invested capital based on realized geds
and unrealized value after management fees, expanseCarried Interes

(H Multiple of Invested Capital (“MOIC”") represesitarrying value, before management fees, expamsb€arried Interest, divided by
total invested capita

(g) The Realized / Partially Realized Carrying Valueludes remaining unrealized value of $494.2 mill

As of June 30, 2011, the significant Credit Bussessdrawdown funds that are in their investmeribgewvere above their respective
Carried Interest thresholds (i.e., the preferrédrrepayable to its limited partners before theggahpartner is eligible to receive Carried
Interest).
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Financial Advisory
The following table presents our results of operatifor our Financial Advisory segment:

Three Months Ended Six Months Ended
June 30, 2011 vs. 2010 June 30, 2011 vs. 2010
2011 2010 $ % 2011 2010 $ %
(Dollars in Thousands)

Segment Revenut
Advisory Fees $102,24; $134,09¢ $(31,85¢) -24% $172,49! $210,66° $(38,17:) -18%

Transaction and Other Fees, Net 21C 10z 10€ 10€% 21€ 103 112 11(%
Total Advisory and Transaction Fees 102,45; 134,20: (31,749 -24% 172,71: 210,77( (38,059 -18%

Investment Incom

Realized 22¢€ (49 275 N/M 322 13¢ 185 134%
Unrealized (15) 561 (576€) N/M 37¢ 791 (41%) -52%
Total Investment Incom 211 512 (30)) -59% 701 92¢ (228) -25%
Interest and Dividend Reven 1,72 1,26¢ 45E 36% 3,40¢ 2,66¢ 745 28%
Other 33 (342) 375 N/M 41¢ (1,274 1,69 N/M
Total Revenues 104,42( 135,63¢ (31,219 -23% 177,24( 213,08¢ (35,849 -17%
Expense:!
Compensation and Benef
Compensatiol 73,96¢ 76,15: (2,189 -3% 130,12¢ 130,64« (51%) -0%
Other Operating Expenses 19,967 17,31¢ 2,651 15%  37,49¢ 32,04 5,45¢ 17%
Total Expenses 93,93t 93,46¢ 467 0% 167,62° 162,68 4,94( 3%
Economic Net Income $ 10,48 $ 42,17 $(31,68¢) -750 $ 9,615 $ 50,40: $(40,789 -819
Revenues

Revenues were $104.4 million for the three montided June 30, 2011, a decrease of $31.2 millioB3%, compared to
$135.6 million for the three months ended June2BQ0. The decrease in revenues was driven primayilyecreases in Blackstone’s
restructuring and reorganization business and Bladke’s fund placement business, offset by an &serén Blackstone Advisory Partners’
business. The decrease in Blackstone’s restrugtaria reorganization business was due to a ddctimenear-peak revenue levels in the
second quarter of 2010, due to an improving econantycontinued strength in the credit markets. dd@ease in fees earned by
Blackstone’s fund placement business was primdirily to the timing of closings. The increase in B&one Advisory Partners’ business was
due to an increase in the size of transactions tErtbcompared to the prior year period.

Revenues were $177.2 million for the six monthseendune 30, 2011, a decrease of $35.8 million78&6,lcompared to $213.1 million
for the six months ended June 30, 2010. The deelieagvenues was driven primarily by decreasd&lackstone’s restructuring and
reorganization business and Blackstone Advisoryniees’ business, offset by an increase in Blackstofund placement business. The
decrease in Blackstone’s restructuring and reorgdion business was due to the same reasons dabatiove. The decrease in Blackstone
Advisory Partners’ business was principally dri\@na decrease in the number of transactions coetbteimpared to the prior year period.
The increase in fees earned by Blackstone’s fuadephent business was because fund-raising of tapitainstitutional investors for
alternative investment products improved compaoettie prior year period.
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Expenses

Expenses were $93.9 million for the three montldedrJune 30, 2011, relatively flat compared to $93illion for the three months
ended June 30, 2010. Compensation and Benefiteatssmt $2.2 million over the three months ended 30n2010, principally due to
decreases in compensation expense in our restingtnd reorganization business, partially offgeaib increase in such costs in our fund
placement business and Blackstone Advisory Pafthesiness. Compensation expense for these busmésselated to their financial
performance. Other Operating Expenses increas&@dndiflion over the three months ended June 30, 2pdfcipally due to increases in all
non-compensation expenses.

Expenses were $167.6 million for the six monthseendune 30, 2011, an increase of $4.9 million %y Gompared to $162.7 million 1
the six months ended June 30, 2010. CompensatbBamefits remained relatively flat compared toshemonths ended June 30, 2010,
principally due to decreases in compensation expansur restructuring and reorganization busirsegsBlackstone Advisory Partners’
business, partially offset by an increase in swadiscin our fund placement business. Compensatipense for these businesses is related to
their financial performance. Other Operating Expsniscreased $5.5 million over the six months erldee 30, 2010, principally due to
increases in all non-compensation expenses.

Liquidity and Capital Resources
Liquidity and Capital Resources

Blackstone’s business model derives revenue priyniaom third party assets under management and &dvisory businesses.
Blackstone is not a capital or balance sheet intertmisiness and targets operating expense leveltsthat total management and advisory
fees exceed total operating expenses each persod.résult, we require limited capital resourcesujeport the working capital or operating
needs of our businesses. We draw primarily onahg term committed capital of our limited partnaréstors to fund the investment
requirements of the Blackstone Funds and use oarrealizations and cash flows to invest in growiitiatives, make commitments to our
own funds, which are typically less than 5% of éissets under management of a fund, or pay distiitsito unitholders.

Fluctuations in our balance sheet result primdrdyn activities of the Blackstone Funds which apsesolidated as well as business
transactions, such as the issuance of senior detzsibed below. The majority economic ownershiprsts of the Blackstone Funds are
reflected as NotGontrolling Interests in Consolidated Entitiestie Condensed Consolidated Financial Statementscdismlidation of thes
Blackstone Funds has no net effect on the Partipésddet Income or Partners’ Capital. Additionalfiyctuations in our balance sheet also
include appreciation or depreciation in Blackstonestments in the Blackstone Funds, additionadstments and redemptions of such
interests in the Blackstone Funds and the colleafaeceivables related to management and advisery

Total assets were $22.3 billion as of June 30, 28&increase of $3.5 billion from December 31,®200he increase in total assets was
primarily attributable to a $3.3 billion increaselnvestments. Total liabilities were $13.0 billias of June 30, 2011, an increase of
$2.5 billion from December 31, 2010. The increastotal liabilities was primarily due to an increas Loans Payable of $2.1 billion.

For the three months ended June 30, 2011, we hiadl Hee Related Revenues of $528.1 million andedlaxpenses of $390.8 million,
generating Net Fee Related Earnings from Operatt68437.2 million and Distributable Earnings oB#15 million. For the six months enc
June 30, 2011, we had Total Fee Related Reven&366f7 million and related expenses of $736.3ioni/lgenerating Net Fee Related
Earnings from Operations of $230.4 million and Disitable Earnings of $381.1 million.

We have multiple sources of liquidity to meet oapital needs, including annual cash flows, accutedlaarnings in the businesses,
investments in our own Treasury and liquid fundd access to our debt capacity, including our $bil®n committed revolving credit
facility and the proceeds from our 2009 and 2010
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issuances of senior notes. As of June 30, 201tkBlane had $434.8 billion in cash, $1.1 billiomested in Blackstone’s Treasury cash
management strategies, $202.7 million investedjind Blackstone Funds, $1.9 billion invested Imiid Blackstone Funds and
$149.3 million in other investments, against $1illlon in borrowings from our 2009 and 2010 bonsuances.

We use Distributable Earnings, which is derivedrfrour segment reported results, as a supplememaGAAP measure to assess
performance and amounts available for distributimnBlackstone unitholders, including Blackstonespenel and others who are limited
partners of the Blackstone Holdings partnershipstriDutable Earnings is intended to show the anofinet realized earnings without the
effects of the consolidation of the Blackstone Rurdistributable Earnings is derived from, but eqtivalent to, its most directly comparable
GAAP measure of Income (Loss) Before ProvisionTares. Distributable Earnings, which is a compoméficonomic Net Income, is the
sum across all segments of: (a) Total ManagemahAawisory Fees, (b) Interest and Dividend ReveifceOther Revenue, (d) Realized
Performance Fees, and (e) Realized Investment la¢boss); less (a) Compensation, (b) Realized Rednce Fee Compensation, (c) Other
Operating Expenses and (d) Cash Taxes and Paydibtles the Tax Receivable Agreement. Distributatdenihgs is reconciled to
Blackstone’s Consolidated Statement of Operations.

The following table calculates Blackstone’s Distitifible Earnings. Distributable Earnings is a supplatal measure of performance to
assess amounts available for distributions to Bimie unitholders, including Blackstone personnel:

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(Dollars in Thousands)

Fee Related Earning

Revenue!
Total Management and Advisory Fees $513,60: $417,45: $939,26¢ $780,07:
Interest and Dividend Revenue 9,28: 6,93( 18,73: 15,62(
Other (a) 1,12¢ (644) 3,381 (3,899
Investment Income — Blackstone’s Treasury Cash lganmeent
Strategies (b 4,03¢ 5,06 5,34( 8,721
Total Revenues 528,05:. 428,79¢ 966,72° 800,52!
Expense:!
Compensation and Benef— Compensation (¢ 278,73t 220,66: 508,63t 411,29¢
Other Operating Expenses 99,36: 88,16( 202,33t 161,18:
Cash Taxes (c) 12,73¢ 12,06: 25,35¢ 21,38
Total Expenses 390,83! 320,88« 736,33( 593,86!
Net Fee Related Earnings from Operati 137,21 107,91! 230,39 206,66(
Performance Fees, Net of Related Compens:
Performance Fee— Realized (a 60,21° 46,374 155,81! 100,25!
Compensation and Benefits — Performance Fee Corapens— Realized
(@) (27,71) (22,879 (42,25¢) (30,620
Total Performance Fees, Net of Compensation 32,50« 23,49¢ 113,56: 69,63:
Investment Income and Oth
Investment Income (Los— Realized (a 30,73: 15,72 54,23 21,02¢
Adjustment Related to Realized Investment Incom8laekstone’s Treasury
Cash Management Strategies (2,349 51z (3,359 (752)
Other Payables Including Payable Under Tax Rec&vagreement (13,579 (68) (13,755 (300
Total Investment Income and Other 14,81: 16,16t 37,12% 19,97¢
Distributable Earnings $184,53. $147,57¢ $381,08: $296,27:
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(&) Represents the total segment amounts of the régpeetptions

(b) Represents the inclusion of Investment Income fBdackston’s Treasury cash management strate:

(c) Represents the provisions for and/or adjustsienincome taxes that were calculated using daimmethodology applied in calculating
the current provision for The Blackstone Group |

(d) Represents the elimination of Realized Investniecome attributable to Blackstone’s Treasunhaasinagement strategies which is a
component of Net Fee Related Earnings from Opersu

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 Relatatriggs from Operations, of Net Fee Related Earnfrym Operations to Distributable
Earnings and of Earnings Before Interest, Taxestapgteciation and Amortization from Net Fee Reldadnings from Operations to Net |
Related Earnings from Operations:

Three Months Ended

June 30, Six Months Ended June 30,
2011 2010 2011 2010
(Dollars in Thousands)

Income (Loss) Before Provision for Taxes $ 248,79t $(636,92¢) $ 366,01( $ (864,599
IPO and Acquisitio-Related Charges (. 424,48 749,93( 846,34« 1,476,65:
Amortization of Intangibles (k 44,90¢ 40,82 89,07¢ 80,33«
(Income) Loss Associated with Non-Controlling Irsts in

(Income) Loss of Consolidated
Entities (c) 92,54¢ 67,64" 163,60: (85,819)

Total Segments, Economic Net Incom 810,73 221,47: 1,465,03 606,57:
Performance Fees Adjustment (673,059 (25,63¢) (1,273,85) (211,85()
Investment Income (Loss) Adjustment (137,569 (102,90Y) (263,649 (259,73
Investment Income (Loss) — Blackstone’s TreasurghiCa

Management Strategies 4,03¢ 5,062 5,34( 8,72
Performance Fee Compensation and Benefits Adjust(ge 145,80¢ 21,98’ 322,87¢ 84,32¢
Taxes Payable (t (12,739 (12,067) (25,35¢) (21,387

Net Fee Related Earnings from Operation: 137,21 107,91! 230,39 206,66(
Realized Performance Fees 32,50¢ 23,49 113,56: 69,63t
Realized Investment Income (Loss) 30,73: 15,72: 54,23 21,02¢
Adjustment Related to Realized Investment Income —

Blackston/’s Treasury Cash Management Strategie (2,349 512 (3,359 (752)
Other Payables Including Payable Under Tax Rec&vab
Agreemen (13,579 (68) (13,755 (300)
Distributable Earnings $ 184,53. $ 147,57 $ 381,08: $ 296,27:
Earnings Before Interest, Taxes and Depreciation ahAmortization
from Net Fee Related Earnings from Operations (I) $ 170,85¢ $ 132,86t $ 297,52. $ 253,67:

(@) This adjustment adds back to Income (Loss) eRvovision for Taxes amounts for Transaction-Rel&harges which include
principally equit-based compensation charges associated with Bla@'s initial public offering and other corporate antic

(b) This adjustment adds back to Income (Loss) BefoowiBion for Taxes amounts for the Amortizationmgangibles which are associa
with Blackston’s initial public offering and other corporate aaotc
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(©

(d)
(e)
(f)
9)
(h)
(i)

()
(k)

()

This adjustment adds back to Income (Loss) BeRyovision for Taxes the amount of (Income) LAssociated with Non-Controlling
Interests in (Income) Loss of Consolidated Entitied includes the amount of Management Fee Reverssesiated with Consolidated
CLO Vehicles.

This adjustment removes from ENI the total segnraembunt of Performance Fe:

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

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

This adjustment removes from expenses the cosghien and benefit amounts related to Blackstopesfit sharing plans related to
Performance Fee

Represents an implied payable for income taaésulated using a similar methodology appliedafttelating the current provision for
The Blackstone Group L.

Represents the adjustment for realized Perfagad-ees net of corresponding actual amounts dier Biackstones profit sharing plar
related theretc

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

Represents the elimination of Realized Invesiiniecome attributable to Blackstone’s Treasunjhaasinagement strategies which is a
component of both Net Fee Related Earnings frontr@joms and Realized Investment Income (Lc

Earnings Before Interest, Taxes and Depreaiadiod Amortization from Net Fee Related EarningsnflOperations represents Net Fee
Related Earnings from Operations adding back th@iém cash taxes payable component from the Digtulide Earnings reconciliation
presented above, which is included in (h), and ssgrmterest and segment depreciation and amaaizakhe cash taxes payable
component of (h) was $12.7 million and $12.1 millfor the three months ended June 30, 2011 and, 284ectively. The cash taxes
payable component of (h) was $25.4 million and &2illion for the six months ended June 30, 201d 2010, respectively. Interest
was $13.1 million and $6.8 million for the threemifis ended June 30, 2011 and 2010, respectiveégrebt was $25.8 million and
$13.1 million for the six months ended June 30,128dd 2010, respectively. Depreciation and amditizavas $7.8 million and

$6.1 million for the three months ended June 3Q,124nd 2010, respectively. Depreciation and anatitin was $16.0 million and
$12.5 million for the six months ended June 30,1284d 2010, respectivel
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Our Sources of Cash and Liquidity Needs

We expect that our primary liquidity needs will tesh to (a) provide capital to facilitate the griowt our existing businesses which
principally includes funding our general partned &o-investment commitments to our funds, (b) ptewdapital to facilitate our expansion
into new businesses that are complementary, (cppayating expenses, including cash compensationrtemployees and other obligations
as they arise, (d) fund modest capital expendifeggepay borrowings and related interest c@gBtpay income taxes and (g) make
distributions to our unitholders and the holder8laickstone Holdings Partnership Units. Our ownitedgommitments to our funds, the fui
we invest in and our investment strategies as i0é B0, 2011 consisted of the following:

Original Remaining
Fund Commitment Commitment
(Dollars in Thousands)

Private Equity

BCP VI $ 688,72 $ 688,72
BCP V 629,35t 92,71
BCP IV 150,00( 9,267
BCOM 50,00( 5,07¢
BCTP 4,57¢ 81F
RMB 6,86( 6,60:
Woori Blackstone Korea 5,66¢ 4,63¢
Real Estate Funds
BREP VI 750,00( 124,61¢
BREP V 52,54¢ 4,561
BREP International | 28,62¢ 2,39¢
BREP IV 50,00( —
BREP Internationz 20,00(¢ —
BREP Europe |l 100,00( 91,00:
BSSF I 43,03 11,69
BSSF | 6,992 —
CMBS Fund 4,01C —
BSSF G 2,50( 1,07t
BCRED 10,00( 6,932
Hedge Fund Solutions
Strategic Alliance | 50,00( 37,22¢
Strategic Alliance 50,00( 2,291
Credit Businesses
BMezz Il 17,69: 3,16t
BMezz 41,00( 2,59(
Blackstone Credit Liquidity Partne 32,24+ 6,74t
Blackstone / GSO Capital Solutio 50,00( 37,00:
Other (a) 16,27( 1,27
Other 134,00( 17,00(
Total $2,994,00 $1,157,40

(&) Represents capital commitments to a number of @hedit Businesses func

For some of the general partner commitments shawvting table above we require our senior managiregtdirs and certain other
professionals to fund a portion of the commitmerrethough the ultimate obligation to fund the &ggte commitment is ours pursuant to
the governing agreements of the respective funaisBEP VI, BREP VI and BREP Europe lll, it is intéed that our senior managing
directors and certain other professionals will f&2%0 million, $150 million and $35 million, respizely, of the aggregate applicable
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general partner commitment shown above. In additiertain senior managing directors and other geddmals are required to fund a de
minimis amount of the commitment in the other prévaquity, real estate and credit-oriented carngéu We expect our commitments to be
drawn down over time and to be funded by availabkh and cash generated from operations and fé@tigaTaking into account prevailing
market conditions and both the liquidity and cashauid investment balances, we believe that thérees of liquidity described below will
more than sufficient to fund our working capitafuirements.

On March 23, 2010, indirect subsidiaries of Blaokstentered into an unsecured revolving creditifa¢the “Credit Facility”) with
Citibank, N.A., as Administrative Agent. On Noveml28, 2010, the Credit Facility was amended talsefacility aggregate borrowing limit
at $1.02 billion. On April 8, 2011, the Credit Higiwas further amended to extend the maturityededm March 23, 2013 to April 8, 2016.
Borrowings may also be made in U.K. Sterling ord&yin each case subject to certain sub-limits. Qielit Facility contains customary
representations, covenants and events of defanénEial covenants consist of a maximum net leveragjo and a requirement to keep a
minimum amount of fee generating assets under negnegt, each tested quarterly.

In August 2009, Blackstone Holdings Finance Co..C.Lissued $600 million in aggregate principal antaf 6.625% Senior Notes
which will mature on August 15, 2019, unless ear@gleemed or repurchased. In September 2010, &tawk Holdings Finance Co. L.L.C.
issued $400 million in aggregate principal amour.875% Senior Notes which will mature on March 2621, unless earlier redeemed or
repurchased. (Both issuances of Senior Notes #lextieely referred to as the “Notes”.) The notes ansecured and unsubordinated
obligations of Blackstone Holdings Finance Co. Cland are fully and unconditionally guaranteeahtjp and severally, by The Blackstone
Group L.P. and each of the Blackstone Holdingsneaiships. The Notes contain customary covenantdimaakcial restrictions that among
other things limit Blackstone Holdings Finance Cd..C. and the guarantors’ ability, subject to e@rtexceptions, to incur indebtedness
secured by liens on voting stock or profit partitipg equity interests of their subsidiaries or gegiconsolidate or sell, transfer or lease as
The Notes also contain customary events of defaillor a portion of the Notes may be redeemeduataption, in whole or in part, at any
time and from time to time, prior to their statedtarity, at the make-whole redemption price setifar the Notes. If a change of control
repurchase event occurs, the Notes are subjeeptochase at the repurchase price as set forkie iNdtes.

In addition to the cash we received in connectidth wur IPO, debt offering and our borrowing fatids, we expect to receive (a) cash
generated from operating activities, (b) Carrietgdest and incentive income realizations, andgalizations on the carry and hedge fund
investments that we make. The amounts received tfin@se three sources in particular may vary subatlgrfrom year to year and quarter to
quarter depending on the frequency and size oizegn events or net returns experienced by owesgtment funds. Our available capital
could be adversely affected if there are prolongeribds of few substantial realizations from oweistment funds accompanied by substa
capital calls for new investments from those inwesit funds. Therefore, Blackstone’s commitmentsuiofunds are taken into consideration
when managing our overall liquidity and cash positi

Blackstone’s general partner maintains the rigldetiermine the amount to be distributed from ThacB$tone Group L.P.’s net aftex
share of its annual Distributable Earnings. Disti@tole Earnings will only be a starting point foetdetermination of the amount to be
distributed to unitholders because in determinfirgamount to be distributed Blackstone will sulitfemm Distributable Earnings any
amounts determined by its general partner to bessaey or appropriate to provide for the condudtsdbusiness, to make appropriate
investments in its business and funds, to compti efpplicable law, any of its debt instruments threo agreements, or to provide for future
distributions to its unitholders for any ensuinggar. The aggregate amounts of Blackstsmistributions to unitholders will typically besls
than its Distributable Earnings for that year.

Although for calendar 2010 Blackstone distributatdstantially all of its net after-tax annual Dibtriable Earnings, Blackstorsecurren
intention is to distribute to its common unitholgsubstantially all of The Blackstone Group L.Pés after-tax share of annual Distributable
Earnings less the amount of its realized
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investment gains. This determination was made baseHe continued pace of organic and inorganigvir@nd the potential for further
strategic initiatives and the retained amount ballused for those purposes. The retained cashevideducted from the fourth quarter
distribution which is made in the first quarterté ensuing calendar year. Distributions for thet fhree quarters will remain unchanged at
$0.10 per unit. All distributions are subject t@Bkstone’s discretion to retain additional amodirts) the amount of annual Distributable
Earnings to be distributed as described above.

Because Blackstone will not know what its Distrédole Earnings will be for any fiscal year until #ed of such year, Blackstone
expects that its first three quarterly distributan respect of any given year will be based oaiiticipated annualized Net Fee Related
Earnings. As such, the distributions for the fitsee quarters are expected to be smaller thafinddequarterly distribution in respect of such
year. For the fourth quarter of 2011 Blackstoneeexpto pay the remaining amount of the 's Distributable Earnings less realized
investment gains.

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

Because the wholly-owned subsidiaries of The Blamies Group L.P. must pay taxes and make paymener tihe tax receivable
agreements described in Blackstone’s 2010 AnnupbR®n Form 10-K, the amounts ultimately distrdmiby The Blackstone Group L.P. to
its common unitholders in respect of fiscal 201d anbsequent years are expected to be differemt,p@m unit basis, than the amounts
distributed by the Blackstone Holdings partnershipthe Blackstone personnel and others who ar&lihpartners of the Blackstone
Holdings partnerships in respect of their Blackstétoldings partnership units.

In January 2008, the Board of Directors of our gahgartner, Blackstone Group Management L.L.Cthaized the repurchase of up
$500 million of our common units and Blackstone diiogys Partnership Units. Under this unit repurchisgram, 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 Holdingsneaship Units repurchased will depend on a vaétiactors, including legal
requirements, price and economic and market camditiThis unit repurchase program may be suspemdgidcontinued at any time and d
not have a specified expiration date. During tikensdbnths ended June 30, 2011, we repurchased 1 6e&Ted Blackstone Holdings
Partnership Units as part of the unit repurchasgnam for a total cost of $2.1 million. As of JB® 2011, the amount remaining available
for repurchases was $335.8 million under this paogr

We may under certain circumstances use leveragertymistically and over time to create the mosicafht capital structure for
Blackstone and our public common unitholders, idilg through the issuance of debt securities. Atuok 30, 2011, we had total partners’
capital of $8.5 billion, including $434.8 milliom icash, $1.1 billion invested in Blackstone’s Tregash management strategies,
$202.7 million invested in liquid Blackstone Fund4,9 billion invested in illiquid Blackstone Fundsd $149.3 million in other investments,
against $1.0 billion in borrowings from our 2009010 bond issuances.
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Included in our Treasury cash management strategéeseverse repurchase agreements, repurchasgresgts and securities sold, not
yet purchased. All of these positions are held separately managed portfolio. Reverse repurchgi@®ments are entered into primarily
take advantage of opportunistic yields otherwisseabin the overnight markets and also to usedhateral received to cover securities sold,
not yet purchased. Repurchase agreements areciter@rimarily to opportunistically yield highepreads on purchased securities. The
balances held in these financial instruments flakegtuased on Blackstone’s liquidity needs, markatlitions and investment risk profiles.
The following table presents information regardihgse financial instruments:

Reverse Securities

Repurchase Repurchase Sold, Not Yer

Agreements Agreements Purchased

(Dollars in Millions)

Balance, June 30, 20: $ 94.C $ 77z $ 74.¢

Balance, December 31, 20 181. 62.7 116.7
Six Months Ended June 30, 20

Average Daily Balanc 200.¢ 126.¢ 169.(

Maximum Daily Balanct 369.4 250.7 346.2

Our private equity funds, real estate funds andi$usf hedge funds have not historically utilizetstantial leverage at the fund level
other than (a) for short-term borrowings betweendate of an investment and the receipt of cafritat the investing fund’s investors, and
(b) long-term borrowings for certain investmentaggregate amounts which are generally 2% to 58eo€apital commitments of the
respective fund. Our carry funds make direct oirgad investments in companies that utilize leveragtheir capital structure. The degree of
leverage employed varies among portfolio companies.

Certain of our Hedge Fund Solutions and Credit Besses funds use leverage in order to obtain addltmarket exposure, enhance
returns on invested capital and/or to bridge stears cash needs. The forms of leverage primarilpleyed by these funds include purcha:s
securities on margin, utilizing collateralized fittdng and using derivative instruments.

Critical Accounting Policies

We prepare our Condensed Consolidated Financitdr8éats in accordance with GAAP. In applying mahthese accounting
principles, we need to make assumptions, estinzatér judgments that affect the reported amoundssets, liabilities, revenues and
expenses in our consolidated financial statem&wésbase our estimates and judgments on historipere=nce and other assumptions tha
believe are reasonable under the circumstanceseTdssumptions, estimates and/or judgments, hoyemeeoften subjective. Actual results
may be affected negatively based on changing cistamees. If actual amounts are ultimately diffefemrin our estimates, the revisions are
included in our results of operations for the peiiio which the actual amounts become known. Weebelthe following critical accounting
policies could potentially produce materially diffat results if we were to change underlying asgiomg, estimates and/or judgments. (See
Note 2.“Summary of Significant Accounting Policies” in thdotes to Condensed Consolidated Financial Statéshén “Part I. Item 1.
Financial Statements” of this filing.)

Principles of Consolidation

The Partnership consolidates all entities thabiittmls through a majority voting interest or othise, including those Blackstone Funds
in which the general partner is presumed to hawrab Although the Partnership has a non-contnglinterest in the Blackstone Holdings
partnerships, the limited partners do not haveitite to dissolve the partnerships or have subistakick out rights or participating rights tt
would overcome the presumption of control by therdaship. Accordingly, the Partnership consoliddackstone Holdings and records
non-controlling interests to reflect the economierests of the limited partners of Blackstone kiajd.

94



Table of Contents

In addition, the Partnership consolidates all y@danterest entities (“VIE”) in which it is the iprary beneficiary. An enterprise is
determined to be the primary beneficiary if it Foblcontrolling financial interest. A controllingéncial interest is defined as (a) the powe
direct the activities of a variable interest entfigt most significantly impact the entity’s ecoriomperformance and (b) the obligation to
absorb losses of the entity or the right to recéieeefits from the entity that could potentially dignificant to the variable interest entity. The
consolidation guidance requires an analysis taé&8rmine whether an entity in which the Partngrsiolds a variable interest is a variable
interest entity and (b) whether the Partnershipiivement, through holding interests directly mdirectly in the entity or contractually
through other variable interests (e.g., managemetiperformance related fees), would give it aradliig financial interest. Performance of
that analysis requires the exercise of judgmenteilthe variable interest entities have qualifiattiie deferral of the consolidation guidar
the analysis is based on previous consolidatiodange. Variable interest entities qualify for thededral of the consolidation guidance if all
the following conditions have been met:

(@) The entity has all of the attributes of an stweent company as defined under AICPA Accountimdjanditing Guide Jnvestment
Companieg“Investment Company Guide))or does not have all the attributes of an investmempany but it is an entity for
which it is acceptable based on industry practicapply measurement principles that are consistéhtthe Investment Company
Guide,

(b) The reporting entity does not have explicitroplicit obligations to fund any losses of the gnthat could potentially be
significant to the entity, an

(c) The entity is not a securitization or assetkgalcfinancing entity or an entity that was formernsidered a qualifying special
purpose entity

This guidance requires an analysis to determinevi@ther an entity in which the Partnership holdsudable interest is a variable
interest entity and (b) whether the Partnershipi@ivement, through holding interests directlymdirectly in the entity or contractually
through other variable interests (e.g., manageuatiperformance related fees), would be expectatisorb a majority of the variability of
the entity. Under both guidelines, the Partnerslefermines whether it is the primary beneficianadfIE at the time it becomes involved
with a variable interest entity and reconsiders doaclusion continuously. In evaluating whethex Bartnership is the primary beneficiary,
Blackstone evaluates its economic interests irettidy held either directly by the Partnership #&sdaffiliates or indirectly through
employees. The consolidation analysis can geneballyerformed qualitatively; however, if it is metdily apparent that the Partnership is
the primary beneficiary, a quantitative analysig/raso be performed. Investments and redemptidtise(eby the Partnership, affiliates of t
Partnership or third parties) or amendments tagtherning documents of the respective BlackstomaBEweould affect an entity’s status as a
VIE or the determination of the primary beneficiafyt each reporting date, the Partnership assegsether it is the primary beneficiary and
will consolidate or deconsolidate accordingly.

Revenue Recognition

Revenues primarily consist of management and agvfees, performance fees, investment income,a@steand dividend revenue and
other.

Please refer to “Part I. Iltem 1. Business — Ina@nfirrangements / Fee Structure” in our 2010 AnmRegbort on Form 10-K for
additional information regarding the manner in Wwhigase Management Fees and Performance Fees aratgen

Management and Advisory FeesManagement and Advisory Fees are comprised ofgement fees, including base management
fees, transaction and other fees, managementdeetiens and offsets, and advisory fees.
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The Partnership earns base management fees fraredipartners of funds in each of its managed fuatda fixed percentage of assets
under management, net asset value, total assetsjitted capital, invested capital or, in some caadixed-fee. Base management fees are
based on contractual terms specified in the unioigyliynvestment advisory agreements. The range ogement fee rates and the calculation
base from which they are earned, generally, afellasvs:

On private equity, real estate, and certain credé@nted funds:
e 1.00% to 1.75% of committed capital during the catnrment period
» 0.75% to 1.50% of invested capital subsequentdarthestment period for private equity and reahtestunds, an
e 1.00% to 1.50% of invested capital for certain @-oriented funds

On credit-oriented funds structured like hedge find
* 0.75% to 2.00% of net asset val

On credit-oriented funds separately managed acsount
* 0.35% to 1.00% of net asset val

On funds of hedge funds and separately managediaiscimvested in hedge funds:
* 0.65% to 1.50% of assets under managen

On CLO vehicles:
* 0.40% to 1.25% of total asse

On closed-end mutual funds and registered investownpanies:
* 0.50% to 1.50% of fund asse

Transaction and other fees (including monitoringsheare fees charged directly to funds and pootfmdimpanies. The investment
advisory agreements generally require that thesitinwvent advisor reduce the amount of managemenptgesble by the limited partners to
Partnership (“management fee reductions”) by anuarnequal to a portion of the transaction and otbes directly paid to the Partnership by
the portfolio companies. The amount of the reductiaries by fund, the type of fee paid by the mdidfcompany and the previously incurred
expenses of the fund.

Management fee offsets are reductions to manageieemnpayable by our limited partners, which aentgd based on the amount they
reimburse Blackstone for placement fees.

Advisory fees consist of advisory retainer and deartion-based fee arrangements related to memmrisition, restructuring and
divestiture activities and fund placement serviceslternative investment funds. Advisory retaifegs are recognized when services for the
transactions are complete, in accordance with teetforth in individual agreements. Transactioedubfees are recognized when (a) there is
evidence of an arrangement with a client, (b) adjrg®on services have been provided, (c) fees xed fir determinable and (d) collection is
reasonably assured. Fund placement fees are reeolgas earned upon the acceptance by a fund aékapcapital commitments.

Accrued but unpaid Management and Advisory Fedspfraanagement fee reductions and managemenffiesy as of the reporting
date, are included in Accounts Receivable or DugrFAffiliates in the Condensed Consolidated Statemef Financial Condition.
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Performance Fees -Performance Fees earned on the performance of 8tawk's hedge fund structures are recognized baséehd
performance during the period, subject to the agment of minimum return levels, or high water nsaiik accordance with the respective
terms set out in each hedge fund’s governing ageatsnAccrued but unpaid performance fees chargedtly to investors in Blackstone’s
offshore hedge funds as of the reporting dateererded within Due from Affiliates in the Condengeohsolidated Statements of Financial
Condition. Performance fees arising on Blackstemelishore hedge funds are allocated to the gepartaler. Accrued but unpaid performa
fees on onshore funds as of the reporting dateeflected in Investments in the Condensed Congelil§tatements of Financial Condition.

In certain fund structures, specifically in privaiguity, real estate and certain credit-orientewifu(“Carry Funds”), performance fees
(“Carried Interest”) are allocated to the geneatiper based on cumulative fund performance to, datgect to a preferred return to limited
partners. Carried Interest allocations range batvi®86 and 20% of fund appreciation. At the endaafereporting period, the Partnership
calculates the Carried Interest that would be dube Partnership for each fund, pursuant to thd faigreements, as if the fair value of the
underlying investments were realized as of such,dakspective of whether such amounts have beslized. As the fair value of underlying
investments varies between reporting periods,rnieessary to make adjustments to amounts recasd€arried Interest to reflect either
(a) positive performance resulting in an increasthé Carried Interest allocated to the generahpawor (b) negative performance that would
cause the amount due to the Partnership to béHasshe amount previously recognized as revemselting in a negative adjustment to
Carried Interest allocated to the general parfmezach scenario, it is necessary to calculat€tmgied Interest on cumulative results
compared to the Carried Interest recorded to dadenaake the required positive or negative adjustméine Partnership ceases to record
negative Carried Interest allocations once preWoresognized Carried Interest allocations for sfiaid have been fully reversed. The
Partnership is not obligated to pay guaranteednegtor hurdles, and therefore, cannot have neg@tiweed Interest over the life of a fund.
Accrued but unpaid Carried Interest as of the népgdate is reflected in Investments in the CosgenConsolidated Statements of Financial
Condition.

Carried Interest is realized when an underlyingstment is profitably disposed of and the fund’'sialative returns are in excess of the
preferred return. Performance fees earned on Hedglestructures are realized at the end of eactf Sumeasurement period.

Carried Interest is subject to clawback to the mixtieat the Carried Interest actually distributediate exceeds the amount due to
Blackstone based on cumulative results. As suehaticrual for potential repayment of previouslyereed performance fees, which is a
component of Due to Affiliates, represents all amtsipreviously distributed to Blackstone Holdingsl @on-controlling interest holders that
would need to be repaid to the Blackstone FuntteiBlackstone Carry Funds were to be liquidatesttan the current fair value of the
underlying funds’ investments as of the reportiaged Generally, the actual clawback liability does 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 unrehhrel realized gains and losses on the Partnesship’
principal investments, including its investment8iackstone Funds that are not consolidated, itggethod investments, and other
principal investments. Investment Income (Losseaized when the Partnership redeems all or agmoof its investment or when the
Partnership receives cash income, such as dividandistributions, from its non-consolidated fundsirealized Investment Income (Loss)
results from changes in the fair value of the ulyiteg investment as well as the reversal of uneealigain (loss) at the time an investment is
realized.

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

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

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

Compensation and Benefits — Compensatio@ompensation and Benefits consists of (a) emgaypenpensation, comprising salary
and bonus, and benefits paid and payable to emgdgoyecluding senior managing directors and (bjtgépased compensation associated
with the grants of equity-based awards to employieeliding senior managing directors.

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

Compensation and Benefits — Performance-~eBerformance Fee Compensation and Benefits ceredig€arried Interest and
performance fee allocations to employees, includielgor managing directors, participating in cerfaiofit 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 Retiogh). Such compensation expense is recognizéddérsame manner as Carried Interest
and performance fee allocations and is subjecbtb positive and negative adjustments as a resghlianges in underlying fund performan

Fair Value of Financial | nstruments

GAAP establishes a hierarchal disclosure framewdrich prioritizes and ranks the level of marketprobservability used in
measuring financial instruments at fair value. Mairice observability is affected by a numberaattbrs, including the type of financial
instrument, the characteristics specific to tharficial instrument and the state of the marketpliactyding the existence and transparency of
transactions between market participants. Finamtsailuments with readily available quoted pricesictive markets generally will have a
higher degree of market price observability andssér degree of judgment used in measuring faieval

Financial instruments measured and reported avédire are classified and disclosed based on thereability 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 teporting date. The type of
financial instruments in Level | include listed &éps, listed derivatives and mutual funds with tpgbprices. The Partnership does
not adjust the quoted price for these investma&wsn in situations where Blackstone holds a lamgitipn and a sale could
reasonably impact the quoted pri

« Level Il — Pricing inputs are other than quotedtpsi in active markets, which are either directlyndirectly observable as of the
reporting date, and fair value is determined thioti use of models or other valuation methodokdtancial instruments
which are generally included in this category idewcorporate bonds and loans, government and agegayities, less liquid and
restricted equity securities, certain over-the-¢euderivatives where the fair value is based aseolable inputs, and certain fund
of hedge funds investments in which Blackstonethasbility to redeem its investment at net asaktevat, or within three mont
of, the reporting date

« Level lll — Pricing inputs are unobservable for firancial instruments and includes situations whteere is little, if any, market
activity for the financial instrument. The inputgo the determination of fair value require sigrafit management judgment or
estimation. Financial instruments that are incluiketthis category generally include general andtéchpartnership interests in
private equity
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and real estate funds, credit-oriented funds,esed debt and non-investment grade residual st$dresecuritizations,
collateralized loan obligations, certain over tbarmter derivatives where the fair value is basedmobservable inputs and certain
funds of hedge funds which use net asset valush@ge to determine fair value in which Blackstorsymot have the ability to
redeem its investment at net asset value at, dintitree months of, the reporting date. Blackstmiag not have the ability to
redeem its investment at net asset value at, dintiiree months of, the reporting date if an ineesund manager has the ability
to limit the amount of redemptions, and/or theigbtb side-pocket investments, irrespective of thiee such ability has been
exercised

In certain cases, the inputs used to measuredhievmay 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 finangigtrument 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 duedaon the basis of prices from an orderly tratisadetween market participants
provided by reputable dealers or pricing servitesletermining the value of a particular investmenicing services may use certain
information with respect to transactions in suckestments, quotations from dealers, pricing matriogarket transactions in comparable
investments and various relationships between tmeags.

In the absence of observable market prices, Blankstalues its investments using valuation metteges applied on a consistent
basis. For some investments little market actimifgy exist; management’s determination of fair vasunen based on the best information
available in the circumstances, and may incorparsteagement’s own assumptions and involves a gignifdegree of judgment, taking into
consideration a combination of internal and extefactors, including the appropriate risk adjusttsdior nonperformance and liquidity risk
Investments for which market prices are not obddevanclude private investments in the equity ofigting companies, real estate properties
or certain funds of hedge funds. The valuation iégqlne for each of these investments is describ&mhbe

Private Equity Investmenis- The fair values of private equity investments @eéermined by reference to projected net earnings,
earnings before interest, taxes, depreciation amuttization (“EBITDA”), the discounted cash flow thed, public market or private
transactions, valuations for comparable compameédsother measures which, in many cases, are ueaualithe time received. Valuations
may be derived by reference to observable valuatieasures for comparable companies or transadgogs multiplying a key performance
metric of the investee company such as EBITDA bglevant valuation multiple observed in the ranfjeamnparable companies or
transactions), adjusted by management for diffexemetween the investment and the referenced caipar and in some instances by
reference to option pricing models or other simiteathods. Private equity investments may also heedaat cost for a period of time after an
acquisition as the best indicator of fair value.

Real Estate Investments Fhe fair values of real estate investments arerhiied by considering projected operating cash $losales
of comparable assets, if any, and replacement eost&g other measures. The methods used to estinesf@r value of real estate
investments include the discounted cash flow me#ratior capitalization rates (“cap rates”) analyguations may be derived by reference
to observable valuation measures for comparableaaias or assets (e.g., multiplying a key perforreanetric of the investee company or
asset, such as EBITDA, by a relevant valuation iplelbbserved in the range of comparable companiémnsactions), adjusted by
management for differences between the investmehttee referenced comparables, and in some ingdoyceeference to option pricing
models or other similar methods. Additionally, wéepplicable, projected distributable cash flovotlyh debt maturity will also be
considered in support of the investment’s carryialye.
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Funds of Hedge Funds- Blackstone Funds’ direct investments in funds@dge funds (“Investee Funds”) are valued at redtaslue
(“NAV") per share of the Investee Fund. If the Parship determines, based on its own due diligancdeinvestment procedures, that NAV
per share does not represent fair value, the Rahipewill estimate the fair value in good faithdain a manner that it reasonably chooses, in
accordance with its valuation policies.

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

I nvestments, at Fair Value

The Blackstone Funds are accounted for as investooempanies under the Investment Company Guidereftett their investments,
including majority-owned and controlled investmeftte “Portfolio Companies”), at fair value. Blatise has retained the specialized
accounting for the consolidated Blackstone FundisisT such consolidated funds’ investments areateftein Investments on the Condensed
Consolidated Statements of Financial Conditioraat\falue, with unrealized gains and losses remyftiom changes in fair value reflected as
a component of Net Gains from Fund Investment Atitiy in the Condensed Consolidated Statementgpef&ons. Fair value is the amount
that would be received to sell an asset or patdarwsfer a liability, in an orderly transactionween market participants at the measurement
date (i.e., the exit price).

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

For certain instruments, the Partnership has eldbifair value option. Such election is irrevdeadnd is applied on an investment by
investment basis at initial recognition. The Pardshg has applied the fair value option for cerlagns and receivables and certain
investments in private debt and equity securities dtherwise would not have been carried at faue with gains and losses recorded in net
income. Fair valuing these investments is consistéth how the Partnership accounts for its othimgipal investments. Loans extended to
third parties are recorded within Accounts Recdatithin the Condensed Consolidated Statemenfnancial Condition. Debt and equity
securities for which the fair value option has bekstted are recorded within Investments. The nuetlogy for measuring the fair value of
such investments is consistent with the methodosgaplied to private equity, real estate, credieoted and funds of hedge funds
investments. Changes in the fair value of suchunsénts are recognized in Investment Income (Lios$)e Condensed Consolidated
Statements of Operations. Interest income on istdérearing loans and receivables and debt secuoitievhich the fair value option has been
elected is based on stated coupon rates adjustéuefaccretion of purchase discounts and the @atidn of purchase premiums. This
interest income is recorded within Interest andidnd Revenue.

In addition, the Partnership has elected the falne option for the assets and liabilities of dar@LO vehicles that are consolidated as
of January 1, 2010, as a result of the initial ddopof variable interest entity consolidation gande. The Partnership has also elected the fair
value option for CLO vehicles consolidated as ofiikp 2010, July 20, 2010 and May 16, 2011, assalt of the acquisitions of CLO
management contracts. The adjustment resulting fhendifference between the fair value of assedsliabilities for each of these events is
presented within the Condensed Consolidated Stateofiéinancial Condition as a transition and asijign adjustment to Appropriated
Partners'Capital. Assets of the consolidated CLOs are pteslenithin Investments within the Consolidated &ta¢nts of Financial Conditit
and Liabilities within Loans Payable for the amaudtie to unaffiliated third parties and Due to Kdfes for the amounts held by non-
consolidated affiliates. The methodology for meampthe fair value of such assets and liabilitesansistent with the methodology applie
private equity, real estate, and credit-orienteggtiments. Changes in the fair value of consol@i@ieO assets and liabilities and related
interest, dividend and other income subsequendoption
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and acquisition are presented within Net Gains flamd Investment Activities. Amounts attributaldeNon-Controlling Interests in
Consolidated Entities in the Condensed ConsolidGtatements of Operations have a correspondingmaunt to Appropriated Partners’
Capital.

Further disclosure on instruments for which the ¥alue option has been elected is presented ia RdtFair Value Option” in the
“Notes to Condensed Consolidated Financial Statesh@n“Part |. Item 1. Financial Statements” ofstffiling.

I ntangibles and Goodwill

Blackstone’s intangible assets consist of contaaights to earn future fee income, including ngeraent and advisory fees and
Carried Interest from its Carry Funds. Identifiafitéte-lived intangible assets are amortized @traight line basis over their estimated useful
lives, ranging from 4 to 20 years, reflecting tloatractual lives of such funds. Amortization expeissincluded within General,
Administrative and Other in the accompanying CosgéenConsolidated Statements of Operations. Thedtahip does not hold any
indefinite-lived intangible assets.

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

The carrying value of goodwill was $1.7 billion@sJune 30, 2011 and December 31, 2010. Intangésidsggoodwill are reviewed for
impairment at least annually, or more frequentlgii€umstances indicate impairment may have ocdu#e of June 30, 2011 and
December 31, 2010, the fair value of the Partnpistiperating segments substantially exceeded tbgirective carrying values.

We test goodwill for impairment at the operatingrsent level (the same as our segments). Managdraerdrganized the firm into five
operating segments. All of the components in eagm&nt have similar economic characteristics anuagement makes key operating
decisions based on the performance of each segirterefore, we believe that operating segmentdsafipropriate reporting level for testing
the impairment of goodwill. In determining fair ual for each of our segments, we utilize a discalingesh flow methodology based on the
adjusted cash flows from operations for each segriéa believe this method provides the best appnakion of fair value. In calculating the
discounted cash flows, we begin with the adjusthdlows from operations of each segment. We de¢ermine the most likely growth rate
by operating segment for each of the next ninesyaad assume a terminal value by segment. We dappdt a control premium. The
discounted cash flow analysis includes the Blaciesiesued notes and borrowings under the revobtiedit facility, if any, and includes an
allocation of interest expense to each segmerthéounused commitment fee on Blackstone’s revoleirglit facility. We use a discount rate
that reflects the weighted average cost of capipisted for the risks inherent in the future déslvs.

Off-Balance Sheet Arrangements

In the normal course of business, we enter inteouaroff-balance sheet arrangements including sporgand owning limited or
general partner interests in consolidated and morsalidated funds, entering into derivative tratisas, entering into operating leases, and
entering into guarantee arrangements. We also trayeing capital commitment arrangements with ceréiour consolidated and non-
consolidated drawdown funds. We do not have arpalfince sheet arrangements that would require fus\tl losses or guarantee target
returns to investors in our funds.

Further disclosure on our off-balance sheet arnareges is presented in the “Notes to Condensed didased Financial Statements” in
“Part I. Item 1. Financial Statements” of thisrij as follows:

* Note 6.“Derivative Financial Instrumer”,
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* Note 9.“Variable Interest Entiti¢’, and

* Note 16.“Commitments and Contingencies — Commitments — stiveent Commitments” and “— Contingencies —
Guarantee”.

Recent Accounting Developments

Information regarding recent accounting developmani their impact on Blackstone can be found itelo“Summary of Significant
Accounting Policies” in the “Notes to Condensed Sidated Financial Statements” in “Part I. ItenFhancial Statements.”

Contractual Obligations, Commitments and Contingenies

The following table sets forth information relatitggour contractual obligations as of June 30, 281 & consolidated basis and on a
basis deconsolidating the Blackstone funds:

July 1, 2011 to

Contractual Obligations December 31, 201 2012—-2013 2014-2015 Thereafter Total
(Dollars in Thousands)

Operating Lease Obligations | $ 30,59¢ $ 111,45t $ 93,78 $ 254,42( $ 490,26:
Purchase Obligatior 9,47¢ 10,09¢ 2,181 — 21,74¢
Blackstone Issued Notes and Revolving Credi

Facility (b) — — — 1,000,00! 1,000,00!
Interest on Blackstone Issued Notes and

Revolving Credit Facility (c 31,62¢ 126,50( 126,50( 266,49( 551,11!
Blackstone Operating Entities Loan and Credi

Facilities Payable (c 594 9,83t 5,04( — 15,46¢
Interest on Blackstone Operating Entities Loan

and Credit Facilities Payable ( 137 17C 11 — 31¢
Blackstone Funds and CLO Vehicles Debt

Obligations Payable ( — 86,84« 1,168,59: 8,162,15: 9,417,58
Interest on Blackstone Funds and CLO Vehicles

Debt Obligations Payable ( 73,557 293,57¢ 250,49: 576,30! 1,193,93
Blackstone Funds Capital Commitments to

Investee Funds (t 23,33: — — — 23,33:

Due to Certain Non-Controlling Interest Holders

in Connection with Tax Receivable

Agreements (i — 52,44¢ 156,48! 1,132,27 1,341,21
Blackstone Operating Entities Capital

Commitments to Blackstone Funds and Ot

1) 1,157,40 — — — 1,157,40
Consolidated Contractual Obligatio 1,326,72! 690,92! 1,803,08! 11,391,64 15,212,38
Blackstone Funds and CLO Vehicles Debt

Obligations Payable ( — (86,844) (1,168,59) (8,162,15) (9,417,58)
Interest on Blackstone Funds and CLO Vehicles

Debt Obligations Payable ( (73,557 (293,579 (250,49)) (576,309 (1,193,93)
Blackstone Funds Capital Commitments to

Investee Funds (t (23,337 — — — (23,337
Blackstone Operating Entities Contractual

Obligations $ 1,229,83 $ 310,50¢ $ 384,00: $ 2,653,18! $ 4,577,53

(&) We lease our primary office space under agregsribat expire through 2024. In connection witttaia lease agreements, we are
responsible for escalation payments. The contrbohlmation table abov

102



Table of Contents

(b)
(©

(d)
()

(f)
9)

(h)

()

includes only guaranteed minimum lease paymentsuoh leases and does not project potential eswalat other lease-related
payments. These leases are classified as opelatisgs for financial statement purposes and asasedhot recorded as liabilities on the
Condensed Consolidated Statements of Financial i@@mdThe amounts are presented net of contrastualease commitment
Represents the principal amount due on thes8#6and 5.875% senior notes we issued. As of Jun2@, we had no outstanding
borrowings under our revolve

Represents interest to be paid over the maturityuo®.625% and 5.875% senior notes and borrowinger our revolving credit facili
which has been calculated assuming no prepaymentaade and debt is held until its final maturited These amounts exclude
commitment fees for unutilized borrowings under mwolver.

Represents borrowings for employee term facilifiesgram and a capital asset facil

Represents interest to be paid over the matofithe related debt obligation which has beenwated assuming no prepayments are
made and debt is held until its final maturity datke future interest payments are calculated ugimnigible rates in effect as of June 30,
2011, at spreads to market rates pursuant tortaeding agreements, and range from 1.05% to 1.

These obligations are those of the Blackstone Finulisding the consolidated CLO vehicli

Represents interest to be paid over the mgtofithe related Blackstone Funds’ and CLO vehidlebt obligations which has been
calculated assuming no prepayments will be madedabtwill be held until its final maturity dateh@& future interest payments are
calculated using variable rates in effect as o£J8M 2011, at spreads to market rates pursudné iinancing agreements, and range
from 0.52% to 13.00%. The majority of the borrowsraye due on demand and for purposes of this stthatkiassumed to mature
within one year. Interest on the majority of theserowings rolls over into the principal balancesath reset dat

These obligations represent commitments otthesolidated Blackstone Funds to make capital #mrtons to investee funds and
portfolio companies. These amounts are generallyaiudemand and are therefore presented in théhi@s®ne year categol
Represents obligations by the Partnership'paate subsidiary to make payments under the TariRR&ble Agreements to certain non-
controlling interest holders for the tax savingalired from the taxable purchases of their intargstonnection with the reorganization
at the time of Blackstone’s initial public offeriig 2007 and subsequent purchases. The obligatjmmesents the amount of the
payments currently expected to be made, which eperttdent on the tax savings actually realized &smdaéed annually without
discounting for the timing of the payments. As riegd by GAAP, the amount of the obligation includedhe Condensed Consolidated
Financial Statements and shown in Note 15. “RelR@dy Transactions” (see “Part |. Item 1. Finah8iatements”}liffers to reflect th
net present value of the payments due to certai-controlling interest holder:

These obligations represent commitments by usdwige general partner capital funding to the Blagke Funds, limited partner capi
funding to other funds and Blackstone principakistiment commitments. These amounts are generalpnldemand and are therefore
presented in the less than one year category; lewa\substantial amount of the capital commitmargsexpected to be called over the
next three years. We expect to continue to maksetigeneral partner capital commitments as we aaiditional amounts for our
investment funds over tim

Guarantees

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

activities and/or acquisitions of their Portfoli@@panies. There is no direct recourse to the Patiipeto fulfill such obligations. To the
extent that underlying funds are required to futfilarantee obligations, the Partnership’s investagital in such funds is at risk. Total
investments at risk in respect of guarantees ertbbg real estate funds were $5.2 million as o830 2011.
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Indemnifications

In many of its service contracts, Blackstone agte@sdemnify the third party service provider undertain circumstances. The terms
of the indemnities vary from contract to contraatlahe amount of indemnification liability, if angannot be determined and has not been
included in the table above or recorded in our @mséd Consolidated Financial Statements as of Jyr2011.

Clawback Obligations

For financial reporting purposes, the general mastihave recorded a liability for potential clawkbabligations to the limited partners
some of the carry funds due to changes in the lineglavalue of a fund’s remaining investments ariebke 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 excleptBlackstone’s real estate funds
which may have an interim clawback liability comgedafter a realized loss is incurred, dependintherfund. The lives of the carry funds
with a potential clawback obligation, including dahle contemplated extensions, are currently gated to expire at various points
beginning toward the end of 2012 and extendinguiina2018. Further extensions of such terms maynipéemented under given
circumstances.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

Our predominant exposure to market risk is reléeaur role as general partner or investment adisthe Blackstone Funds and the
sensitivities to movements in the fair value ofitfievestments, including the effect on managenfiees, performance fees and investment
income.

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

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

» In our capacity as advisor to certain of our hefgel solutions and credit businesses funds, wermamtsly monitor a variety of
markets for attractive trading opportunities, apmdya number of traditional and customized risk agament metrics to analyze
risk related to specific assets or portfolios. didiéion, we perform extensive credit and cash-feovalyses of borrowers, credit-
based assets and underlying hedge fund managédrbasa extensive asset management teams that moov@nant compliance
by, and relevant financial data of, borrowers atietpoobligors, asset pool performance statistiesking of cash payments relat
to investments and ongoing analysis of the credits of investment:
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Effect on Fund Management Fees

Our management fees are based on (a) third pacgital commitments to a Blackstone Fund, (b)tpiarties’ capital invested in a
Blackstone Fund or (c) the net asset value, or N#f\4 Blackstone Fund, as described in our Conde@smsolidated Financial Statements.
Management fees will only be directly affected hgr-term changes in market conditions to the extagy are based on NAV or represent
permanent impairments of value. These managemesitifél be increased (or reduced) in direct praparto the effect of changes in the
market value of our investments in the related uridhe proportion of our management fees that asedon NAV is dependent on the
number and types of Blackstone Funds in existenddfze current stage of each fund’s life cycle. thersix months ended June 30, 2011 and
June 30, 2010, the approximate percentage of oul fitanagement fees based on the NAV of the apjdi¢abds or separately managed
accounts, are as follows:

As of June 30,
2011 201(

Fund Management Fees Based on the NAV of the AgiplicFunds or Separately Managed Accoun “32% “32%

Market Risk

The Blackstone Funds hold investments which arerteg at fair value. Based on the fair value aduofe 30, 2011 and June 30, 2010,
we estimate that a 10% decline in fair value ofitlhvestments would have the following effects:

June 30,
2011 2010

Performance Performance

Fees, Net of Fees, Net of

the Related the Related
Managemen Compensatior Investment Managemen Compensatior Investment

Fees Expense Income Fees Expense Income
(Dollars in Thousands)

10% Decline in Fair Value of the Investme $ 44,86 $ 519,21 $229,11: $ 38,86 $ 169,78t $171,17¢

Total assets under management, excluding undrapitetaommitments and the amount of capital rafeedur CLOs, by segment, a
the percentage amount classified as Level Ill itmests as defined within the fair value standafdSAAP, are as follows:

Total Assets Under Managemen Percentage Amoun

Excluding Undrawn Capital

Commitments and the Amount o Classified
as Level lll
Capital Raised for CLOs Investments
(Dollars in Thousands)
Private Equity $ 28,252,93 67%
Real Estatt 29,098,23 93%
Hedge Fund Solutior 38,680,53 77%
Credit Businesse 11,793,40. 49%

The fair value of our investments and securities\ay significantly based on a number of factbeg take into consideration the
diversity of the Blackstone Funds’ investment palitf and on a number of factors and inputs sucsiragar transactions, financial metrics,
and industry comparatives, among others. (See 1Pi&em 1A. Risk Factors” in our 2010 Annual Repon Form 10-K. Also see “Part |,

Item 2. Management'’s Discussion and Analysis ofRaial Condition and Results of Operations — Caitisccounting Policies —
Investments, at Fair Value.”) We believe thesenestizd fair value amounts should be utilized withtizan as our intent and strategy is to hold
investments and securities until prevailing madatditions are beneficial for investment sales.
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Investors in all of our carry funds (and certairoaf credit-oriented funds and funds of hedge funaiske capital commitments to those
funds that we are entitled to call from those itwesat any time during prescribed periods. We ddpm investors fulfilling their
commitments when we call capital from them in orid@rthose funds to consummate investments andwibe pay all their related
obligations when due, including management feesh#¥e not had investors fail to honor capital callany meaningful extent and any
investor that did not fund a capital call wouldsabject to having a significant amount of its @rigtinvestment forfeited in that fund. But if
investors were to fail to satisfy a significant ambof capital calls for any particular fund or tle those funds could be materially and
adversely affected.

Exchange Rate Risk

The Blackstone Funds hold investments that aremdevaded in norld.S. dollar currencies that may be affected by mw#mts in the ral
of exchange between the U.S. dollar and non-U.Bardzurrencies. Additionally, a portion of our negement fees are denominated in non-
U.S. dollar currencies. We estimate that as of Bin011 and June 30, 2010, a 10% decline indteeaf exchange of all foreign currencies
against the U.S. dollar would have the followinfgefs:

June 30,
2011 2010
Performance Performance
Fees, Net of Fees, Net of
the Related the Related
Managemen Compensatior Investment Managemen Compensatior Investment
Fees Expense Income Fees Expense Income

(Dollars in Thousands)
10% Decline in the Rate of Exchange
All Foreign Currencies Against the
U.S. Dollar $ 9,381 $ 58,31¢ $ 33,76¢ $ 9,07¢ $ 35,57 $ 27,70

Interest Rate Risk

Blackstone has debt obligations payable that adoteeest at variable rates. Additionally, we hawapped a portion of our 6.625%
senior notes into a variable rate instrument. &gtrate changes may therefore affect the amountesest payments, future earnings and
flows. Based on our debt obligations payable akiok 30, 2011 and June 30, 2010, and our outstaiiderest rate swaps, we estimate that
interest expense relating to variable rates woutdeiase on an annual basis, in the event intextest were to increase by one percentage |
as follows:

June 30,
2011 2010
(Dollars in Thousands)
Increase in Interest Expense Due to a One PerceRuwigt Increase in Interest Ra $ 4,74: $ 4,92¢

Blackstone’s Treasury cash management strategresists of a diversified portfolio of highly liquaksets 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 secuyifiesstanding derivative contracts, repurchasereverse repurchase agreements. We
estimate that our investment income would decrbgsk’.2 million, or 0.5% of the Treasury Liquid®prtfolio, if interest rates were to
increase by one percentage point. This would beebffy an estimated increase in interest incon$ df million on an annual basis from
interest on floating rate assets.
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Credit Risk
Certain Blackstone Funds and the Investee Fundsudject to certain inherent risks through therestments.

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

We estimate that our investment income would deerég $9.9 million, or 0.6% of the Treasury LigtydPortfolio, if credit spreads
were to increase by one percentage point.

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

ITEM 4. CONTROLS AND PROCEDURES

We maintain “disclosure controls and procedures,Si&ch term is defined in Rules 13a-15(e) and Bfd)lunder the Securities
Exchange Act of 1934 (the “Exchange Act”), that designed to ensure that information required tdibelosed by us in reports that we file
or submit under the Exchange Act is recorded, msee, summarized and reported within the time gerspecified in Securities and
Exchange Commission rules and forms, and that siicimation is accumulated and communicated torsanagement, including our Chief
Executive Officer and Chief Financial Officer, gspeopriate, to allow timely decisions regardinguiegd disclosure. In designing disclosure
controls and procedures, our management necessaslyequired to apply its judgment in evaluatimg tost-benefit relationship of possible
disclosure controls and procedures. The desigmypfi&closure controls and procedures also is bispdrt upon certain assumptions about
the likelihood of future events, and there can bassurance that any design will succeed in aalgets stated goals under all potential fut
conditions. Any controls and procedures, no méttev well designed and operated, can provide ordgapable assurance of achieving the
desired objectives.

Our management, including our Chief Executive @ifiand Chief Financial Officer, evaluated the eff@mess of our disclosure
controls and procedures pursuant to Rule 13a-1Bntheé Exchange Act as of the end of the periog @V by this report. Based on that
evaluation, our Chief Executive Officer and Chigfancial Officer have concluded that, as of the ehtthe period covered by this report, our
disclosure controls and procedures (as definediie B3a-15(e) under the Exchange Act) are effectivbe reasonable assurance level to
accomplish their objectives of ensuring that infation we are required to disclose in reports thafile or submit under the Exchange Act is
recorded, processed, summarized and reported withitime periods specified in Securities and ErgeaCommission rules and forms, and
that such information is accumulated and commuedtéd our management, including our Chief Execuficer and Chief Financial
Officer, as appropriate, to allow timely decisiorgarding required disclosure.

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

ITEM 1. LEGAL PROCEEDINGS

We may from time to time be involved in litigatiamd claims incidental to the conduct of our busn&ur businesses are also subject
to extensive regulation, which may result in retpra proceedings against us. See “Part I. IltemRi&k Factors” in our 2010 Annual Report
on Form 10-K. We are not currently subject to aagdging judicial, administrative or arbitration peadlings that we expect to have a material
impact on our consolidated financial statements.

In December 2007, a purported class of shareholdgrsblic companies acquired by one or more peiejuity firms filed a lawsuit
against sixteen private equity firms and investniirks, including The Blackstone Group L.P., inlthréted 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 pricies target companies at artificially low levels,dadivide up an alleged market for private
equity services for leveraged buyouts. The compkaeks injunctive relief on behalf of all persevi® sold securities to any of the
defendants in leveraged buyout transactions. Thended complaint also includes seven purported lRdses of plaintiffs seeking damages
and/or restitution and comprised of shareholdesewén companies.

In the spring of 2008, six substantially identicamplaints were brought against Blackstone and safrite executive officers purportii
to be class actions on behalf of purchasers of comumits in Blackstone’s June 2007 initial publftedng. These suits were subsequently
consolidated into one complaint filed in the Unit&t@tes District Court for the Southern DistriciN#w York in October 2008 against
Blackstone, Stephen A. Schwarzman (Blackstone’sr@laa and Chief Executive Officer), Peter G. Pater@Blackstone’s former Senior
Chairman), Hamilton E. James (Blackstone’s Presidad Chief Operating Officer) and Michael A. Psg(Blackstone’s Chief Financial
Officer at the time of the IPO). The amended complalleged that (1) the IPO prospectus was fatgkraisleading for failing to disclose
(a) one private equity investment would be advgra#fected by trends in mortgage default ratestigdarly for sub-prime mortgage loans,
(b) another private equity investment was adveraéfcted by the loss of an exclusive manufactuaggeement, and (c) prior to the IPO the
U.S. real estate market had started to detericadtgersely affecting the value of Blackstone’s esdhte investments; and (2) the financial
statements in the IPO prospectus were materiadigaarate principally because they overstated theevat the investments referred to in
clause (1).

In September 2009 the District Court judge disndgbe complaint with prejudice, ruling that evethié allegations in the complaint
were assumed to be true, the alleged omissionsivenaterial. Analyzing both quantitative and quagliite factors, the District Court
reasoned that the alleged omissions were immatsialmatter of law given the size of the investsiahissue relative to Blackstone as a
whole, and taking into account Blackstone’s streeeas an asset manager and financial advisory firm.

In February 2011, a three-judge panel of the Se@iralit reversed the District Court’s decisionljmg that the District Court
incorrectly found that plaintiffs’ allegations wei&true, immaterial as a matter of law. The SetQircuit disagreed with the District Court,
concluding that the complaint “plausibly” allegduht the initial public offering documents omitteaterial information concerning two of
Blackstone funds’ individual investments and inagegly disclosed information relating to markeksiso their real estate investments.
Because this was a motion to dismiss, in reachirsgdecision the Second Circuit accepted all ofciraplaints factual allegations as true ¢
drew every reasonable inference in plaintiffs’ favithe Second Circuit did not consider facts othan those in the plaintiffs’ complaint.

In June 2011, three related suits were filed ag@tackstone, various Blackstone entities includsiogne of its private equity and real
estate funds, and specified Blackstone persontating to the sale of Extended Stay Hotels in @@/ by certain entities in which such
Blackstone funds owned a significant equity inte(dse “2007 Sale”). Other defendants in such dnithide the buyer of Extended Stay,
financial advisors to both the sellers and the bayel specified lenders for the purchase of Extditay. Extended Stay subsequently
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filed for bankruptcy in 2009, at which time it wstll owned by the buyer pursuant to the 2007 SHihe suits, which are in the U.S.
Bankruptcy Court for the Southern District of NewrK, were brought by a litigation trust for the béhof creditors of Extended Stay and
allege that Extended Stay was rendered insolvetiido2007 Sale. One suit includes asserted clafffrawdulent conveyance and seeks to
recover $2.1 billion allegedly transferred to tlelegs in the 2007 Sale. The other two suits conttaé same allegations as the first suit, assert
claims for breach of fiduciary duty, unjust enriabmt, illegal distributions and other claims, andks$2.1 billion in compensatory damages
and $6.3 billion in punitive damages.

Blackstone believes that the foregoing suits atalyowithout merit and intends to defend them viygsly.

ITEM 1A. RISK FACTORS

For a discussion of our potential risks and unoatits, see the information under the heading “Fiaktors” in our Annual Report on
Form 10-K for the year ended December 31, 201Gmndr subsequently filed Quarterly Reports on FAG¥Q, all of which are accessible
on the Securities and Exchange Commission’s websitevw.sec.gov.

See “Part I. Item 2. Management'’s Discussion andlysis of Financial Condition and Results of Opersg — Business Environment”
in this report for a discussion of the conditiondhie financial markets and economic conditionsdiiiig our businesses. This discussion
updates, and should be read together with, thefaigkr entitled “Difficult market conditions canlersely affect our business in many ways,
including by reducing the value or performancehaf investments made by our investment funds, redubie ability of our investment funds
to raise or deploy capital and reducing the volafihe transactions involving our financial advisbusiness, each of which could materially
reduce our revenue and cash flows and adverselgtadtir financial condition” in our Annual Report Borm 10-K for the year ended
December 31, 2010.

The risks described in our Form 10-K and in ourssgfuently filed Quarterly Reports on Form 10-Qrarethe only risks facing us.
Additional risks and uncertainties not currentlyolum to us or that we currently deem to be immatati& may materially adversely affect
our business, financial condition and/or operatggylts.

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

In January 2008, the Board of Directors authoribhedrepurchase of up to $500 million of Blackstenexmon units and Blackstone
Holdings Partnership Units. Under this unit repaisd 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 os our behalf during the three months ended JOn2@L1. Se“Part I. Item 1.

Financial Statements — Notes to Condensed Consetidéinancial Statements — Note 13. Net Incomeg).&gr Common Unit” and “Part
I. Item 2. Management’s Discussion and AnalysiEiancial Condition and Results of Operations —ulidify and Capital Resources — Our
Sources of Cash and Liquidity Needs” for furthédoimation regarding this unit repurchase program.

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

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
Not applicable.
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ITEM 4. (REMOVED AND RESERVED)

ITEM5. OTHER INFORMATION
None.

ITEM 6. EXHIBITS

Exhibit
N)L(mlmler Exhibit Description
31.1 Certification of the Chief Executive Officer pursudo Rule 13-14(a).
31.2 Certification of the Chief Financial Officer pursudo Rule 13-14(a).
321 Certification of the Chief Executive Officer pursudo 18 U.S.C. Section 1350, as adopted pursoadéttion 906 of the
Sarbane-Oxley Act of 2002 (furnished herewitt
32.2 Certification of the Chief Financial Officer pursudo 18 U.S.C. Section 1350, as adopted pursoa®éttion 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 Docuin
101.DEF* XBRL Taxonomy Extension Definition Linkbase Docurhe
101.LAB* XBRL Taxonomy Extension Label Linkbase Docum
101.PRE’ XBRL Taxonomy Extension Presentation Linkbase Doentr

* XBRL (Extensible Business Reporting Languagepiniation is furnished and not filed for purpose$ettions 11 and 12 of the
Securities Act of 1933 and Section 18 of the SéiesrExchange Act of 193

The agreements and other documents filed as eshibthis report are not intended to provide fadnfarmation or other disclosure
other than with respect to the terms of the agredsnar other documents themselves, and you shatlcety on them for that purpose. In
particular, any representations and warranties rbgdes in these agreements or other documentsmade solely within the specific context
of the relevant agreement or document and may esgtribe the actual state of affairs as of the thety were made or at any other time.
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causisd¢port to be signed on its behalf
by the undersigned thereunto duly authorized.

Date: August 5, 2011
The Blackstone Group L.P.

By: Blackstone Group Management L.L.C.,
its General Partne

/s/  LAURENCEA. T osI
Name: Laurence A. Tosi
Title: Chief Financial Officer
(Principal Financial Officer and Authorized Signatory)
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Exhibit 31.1
CHIEF EXECUTIVE OFFICER CERTIFICATION

I, Stephen A. Schwarzman, certify that:
1. | have reviewed this Quarterly Report on Forr-Q for the quarter ended June 30, 2011 of The BtaoksGroup L.P.

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

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

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

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

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

c) Evaluated the effectiveness of the RegistsadiSclosure controls and procedures and presentad report our conclusions abi
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such
evaluation; ant

d) Disclosed in this report any change in the Regig's internal control over financial reportirftat occurred during the Registrant’s
most recent fiscal quarter (the Registrant’s fofigbal quarter in the case of an annual repost tias materially affected, or is
reasonably likely to materially affect, the Redast’s internal control over financial reporting; &

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

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

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

Date: August 5, 2011

Isl Stephen A. Schwarzman

Stephen A. Schwarzm:
Chief Executive Officer
of Blackstone Group Management L.L




Exhibit 31.2
CHIEF FINANCIAL OFFICER CERTIFICATION

I, Laurence A. Tosi, certify that:
1. | have reviewed this Quarterly Report on Forr-Q for the quarter ended June 30, 2011 of The BtaoksGroup L.P.

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

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

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

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

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

c) Evaluated the effectiveness of the RegistsadiSclosure controls and procedures and presentad report our conclusions abi
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such
evaluation; ant

d) Disclosed in this report any change in the Regig's internal control over financial reportirftat occurred during the Registrant’s
most recent fiscal quarter (the Registrant’s fofigbal quarter in the case of an annual repost tias materially affected, or is
reasonably likely to materially affect, the Redast’s internal control over financial reporting; &

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

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

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

Date: August 5, 2011

/sl Laurence A. Tosi

Laurence A. Tos

Chief Financial Officer

of Blackstone Group Management L.L




Exhibit 32.1

Certification of the Chief Executive Officer
Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant to Section 906 of the Sarban&3xley Act of 2002

In connection with the Quarterly Report of The Bistone Group L.P. (the “Partnership”) on Form 1@e€the quarter ended June 30,
2011 as filed with the Securities and Exchange Cmsion on the date hereof (the “Report”), |, StaphAe Schwarzman, Chief Executive

Officer of Blackstone Group Management L.L.C., ¢femeral partner of the Partnership, certify, punst@ 18 U.S.C. § 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2002, that, to my knowledge:

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

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

Date: August 5, 2011

/sl Stephen A. Schwarzman
Stephen A. Schwarzm:

Chief Executive Officer of
Blackstone Group Management L.L.

The foregoing certification is being furnished $pleursuant to 18 U.S.C. Section 1350 and is notdgoéiled as part of the Report or a
separate disclosure docume



Exhibit 32.2

Certification of the Chief Financial Officer
Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant to Section 906 of the Sarban&3xley Act of 2002

In connection with the Quarterly Report of The Bistone Group L.P. (the “Partnership”) on Form 1@e€the quarter ended June 30,
2011 as filed with the Securities and Exchange Csion on the date hereof (the “Report”), |, Lawe. Tosi, Chief Financial Officer of
Blackstone Group Management L.L.C., the generdahpaiof the Partnership, certify, pursuant to 18.0. § 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, thaty knowledge:

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

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

Date: August 5, 2011

/sl Laurence A. Tosi

Laurence A. Tos

Chief Financial Officer

of Blackstone Group Management L.L

* The foregoing certification is being furnished $pleursuant to 18 U.S.C. Section 1350 and is notdgoéiled as part of the Report or a
separate disclosure docume



