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(Registrant s telephone number, including area code)

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the Registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes © No x

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of
accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer © Accelerated filer © Non-accelerated filer x
Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes © No x

The number of the Registrant s common units representing limited partner interests outstanding as of August 13, 2007 was 260,171,676, which
includes 106,838,343 non-voting common units.
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Forward-Looking Statements

This report may contain forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the

Securities Exchange Act of 1934 which reflect our current views with respect to, among other things, our operations and financial performance.

You can identify these forward-looking statements by the use of words such as outlook, believes, expects, potential, continues, may, Wi
should, seeks, approximately, predicts, intends, plans, estimates, anticipates or the negative version of these words or other compar

Such forward-looking statements are subject to various risks and uncertainties. Accordingly, there are or will be important factors that could

cause actual outcomes or results to differ materially
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from those indicated in these statements. We believe these factors include but are not limited to those described under the section entitled Risk
Factors in our prospectus dated June 21, 2007, filed with the Securities and Exchange Commission in accordance with Rule 424(b) of the
Securities Act on June 25, 2007, which is accessible on the SEC s website at sec.gov. These factors should not be construed as exhaustive and
should be read in conjunction with the other cautionary statements that are included in this report and in the prospectus. We undertake no
obligation to publicly update or review any forward-looking statement, whether as a result of new information, future developments or
otherwise.

In this report, references to Blackstone, we, wus or our refer (1) prior to the consummation of our reorganization into a holding partnership
structure in June 2007 as described under Management s Discussion and Analysis of Financial Condition and Results of Operations Significant
Transactions Reorganization , to Blackstone Group, which comprised certain consolidated and combined entities historically under the common
ownership of (a) our two founders, Mr. Stephen A. Schwarzman and Mr. Peter G. Peterson, and our other senior managing directors, (b) selected
other individuals engaged in some of our businesses and (c) a subsidiary of American International Group, Inc. and (2) after our reorganization,

to The Blackstone Group L.P. and its consolidated subsidiaries.

Blackstone funds, our funds and our investment funds refer to the corporate private equity funds, real estate opportunity funds, funds of hedge
funds, mezzanine funds, senior debt vehicles, proprietary hedge funds and closed-end mutual funds that are managed by Blackstone. Our carry
funds refer to the corporate private equity funds, real estate opportunity funds and mezzanine funds that are managed by Blackstone. Our hedge
funds refer to the funds of hedge funds and proprietary hedge funds that are managed by Blackstone.

Assets under management refers to the assets we manage. Our assets under management equal the sum of:

(1) the fair market value of the investments held by our carry funds plus the capital that we are entitled to call from investors in those funds
pursuant to the terms of their capital commitments to those funds (plus the fair market value of co-investments arranged by us that were made by
limited partners of our corporate private equity and real estate opportunity funds in portfolio companies of such funds and as to which we
receive fees or a carried interest allocation);

(2) the net asset value of our funds of hedge funds, proprietary hedge funds and closed-end mutual funds; and
(3) the amount of capital raised for our senior debt vehicles.

Our calculation of assets under management may differ from the calculations of other asset managers and as a result this measure may not be
comparable to similar measures presented by other asset managers. Our definition of assets under management is not based on any definition of
assets under management that is set forth in the agreements governing the investment funds that we manage.
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

THE BLACKSTONE GROUP L.P.

Condensed Consolidated and Combined Statements of Financial Condition (Unaudited)

Assets

Cash and Cash Equivalents
Cash Held by Blackstone Funds
Investments, at Fair Value
Accounts Receivable

Due from Brokers

(Dollars in Thousands, Except Unit Data)

Investment Subscriptions Paid in Advance

Due from Affiliates
Other Assets
Intangible Assets
Goodwill

Deferred Tax Assets

Total Assets

Liabilities and Partners Capital
Loans Payable

Amounts Due to Non-Controlling Interest Holders

Securities Sold, Not Yet Purchased
Due to Affiliates

Accrued Compensation and Benefits
Accounts Payable, Accrued Expenses and Other Liabilities

Total Liabilities

Commitments and Contingencies

Non-Controlling Interests in Consolidated Entities

Partners Capital

Partners Capital (common units, 260,171,677 issued and outstanding as of June 30, 2007)
Accumulated Other Comprehensive Income

Total Partners Capital

Total Liabilities and Partners Capital

Table of Contents

See notes to condensed consolidated and combined financial statements.

June 30,
2007

$ 1,433,363
467,766
10,779,425
294,124
604,312
879,073
373,011
93,258
715,088
1,551,175
1,589,296

$ 18,779,891

$ 176,930
293,310
638,982

2,092,719
108,891
149,874

3,460,706

10,760,330

4,558,505
350

4,558,855

$ 18,779,891

December 31,
2006

$ 129,443
810,725
31,263,573
656,165
398,196
280,917
257,225
94,800

$ 33,891,044

$ 975,981
647,418
422,788
103,428

66,301
157,355

2,373,271

28,794,894

2,712,605
10,274

2,722,879

$ 33,891,044
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THE BLACKSTONE GROUP L.P.
Condensed Consolidated and Combined Statements of Income (Unaudited)

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

Three Months Six Months
Ended June 30, Ended June 30,
2007 2006 2007 2006

Revenues
Management and Advisory Fees (includes fees earned from affiliates of
$97,183 and $91,966 for the three months ended June 30, 2007 and 2006,
respectively, and $327,115 and $158,803 for the six months ended June 30,
2007 and 2006, respectively) $ 341,695 $ 278,668 $ 789,096 $ 484,109
Performance Fees and Allocations 453,750 47,781 1,116,247 313,457
Investment Income and Other 179,875 (1,883) 296,345 82,497
Total Revenues 975,320 324,566 2,201,688 880,063
Expenses
Compensation and Benefits 345,545 56,463 424,752 109,313
Interest 15,180 12,692 26,302 20,180
General, Administrative and Other 50,687 31,009 78,819 51,191
Fund Expenses 19,531 38,694 30,968 56,770
Total Expenses 430,943 138,858 560,841 237,454
Other Income
Net Gains from Fund Investment Activities 601,682 55,500 1,197,563 1,407,373
Income Before Non-Controlling Interests in Income of Consolidated
Entities and Provision (Benefit) for Taxes 1,146,059 241,208 2,838,410 2,049,982
Non-Controlling Interests in Income of Consolidated Entities 374,117 7,498 920,423 1,323,244
Income Before Provision (Benefit) for Taxes 771,942 233,710 1,917,987 726,738
Provision (Benefit) for Taxes (2,409) 9,647 11,560 15,520
Net Income $ 774,351 $ 224,063 $ 1,906,427 $ 711,218

June 19, 2007
through

June 30, 2007
Net Loss $ (52,324)

Net Loss Per Common Unit
Basic $ (0.20)

Diluted $ (0.20)

Weighted-Average Common Units
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Basic 256,502,271
Diluted 256,502,271

See notes to condensed consolidated and combined financial statements.
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THE BLACKSTONE GROUP L.P.
Condensed Consolidated and Combined Statements of Cash Flows (Unaudited)

(Dollars in Thousands)

For the Six Months Ended June 30,
2007 2006

Cash Flows from Operating Activities

Net Income $ 1,906,427 $ 711,218
Adjustments to Reconcile Net Income to Net Cash Provided By (Used in) Operating Activities:

Blackstone Funds Related:

Non-Controlling Interests in Income of Consolidated Entities 38,830 2,649,017
Net Realized Gains on Investments (1,178,043) (3,368,904)
Changes in Unrealized (Gains) Losses on Investments Allocable to Blackstone Group (13,185) 42,329
Non-Cash Performance Fees and Allocations (483,101) 325,666
Equity Based Compensation Expense 236,228

Intangible Amortization 7,200

Other Non-Cash Amounts Included in Net Income 4,775 (25,084)
Cash Flows Due to Changes in Operating Assets and Liabilities:

Cash Held by Blackstone Funds 255,222 8,811
Due from Brokers (206,116)

Accounts Receivable 425,157 (110,689)
Due from Affiliates (18,329) (85,522)
Other Assets (16,860) (10,135)
Accrued Compensation and Benefits 41,856 11,647
Accounts Payable, Accrued Expenses and Other Liabilities 18,913 38,206
Due to Affiliates 68,010 71,119
Amounts Due to Non-Controlling Interest Holders (3,385) 82,588
Blackstone Funds Related:

Investments Purchased (4,738,010) (5,871,192)
Cash Proceeds from Sale of Investments 4,325,631 5,436,338
Net Cash Provided By (Used in) Operating Activities 671,220 (94,587)

Cash Flows from Investing Activities

Purchase of Furniture, Equipment and Leasehold Improvements (14,518) (3,458)
Elimination of Cash for Non-Contributed Entities (23,292)
Net Cash Used in Investing Activities (37,810) (3,458)

Cash Flows from Financing Activities

Issuance of Units in Initial Public Offering 7,501,240

Distributions to Non-Controlling Interest Holders in Consolidated Entities (1,350,623) (4,490,993)
Contributions from Non-Controlling Interest Holders in Consolidated Entities 1,125,077 5,123,864

Contributions from Predecessor Owners 222,909 158,269

Distributions to Predecessor Owners (1,861,117) (1,185,804)
Purchase of Interests from Predecessor Owners (4,569,110)

Proceeds from Loans Payable 1,617,483 4,547,854

Repayment of Loans Payable (2,015,349) (4,077,464)
Net Cash Provided By Financing Activities 670,510 75,726

Effect of Exchange Rate Changes on Cash and Cash Equivalents 1,008
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Cash and Cash Equivalents, Beginning of Period

Cash and Cash Equivalents, End of Period
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$

1,303,920
129,443

1,433,363

$

21,311)
86,414

65,103
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THE BLACKSTONE GROUP L.P.

Condensed Consolidated and Combined Statements of Cash Flows (Unaudited)

(Dollars in Thousands)

For the Six Months Ended June 30,

2007 2006
Supplemental Disclosures of Cash Flow Information:
Payments for Interest $ 26,080 $ 16,211
Payments for Income Taxes $ 42,859 $ 7,271
Supplemental Disclosure of Non-Cash Operating Activities
Net Activities Related to Investment Transactions of Consolidated Blackstone Funds $ 139,219 $ 148,240
Supplemental Non-Cash Financing Activities
Non-Cash Distributions to Non-Controlling Interest Holders $ 46,837 $ 136,821
Non-Cash Distributions to Partners $ 9,619 $ 34,159
Net Activities Related to Capital Transactions of Consolidated Blackstone Funds $ 139,219 $ 148,240
Elimination of Non-Controlling Interests of Non-Contributed Entities $ 823,030 $
Elimination of Capital of Non-Contributed Entities $ 118,947 $
Transfer of Partners Capital to Non-Controlling Interests $ 2,058,065 $
Distribution Payable to Predecessor Owners $ 623,942 $
Reorganization of the Partnership
Goodwill as a Result of Reorganization $ (1,551,175) $
Intangibles as a Result of Reorganization $ (722,288) $
Accounts Payable, Accrued Expenses and Other Liabilities $ 17,659 $
Non-Controlling Interest in Consolidated Entities $ 2,255,804 $
Exchange of Founders and Senior Managing Directors Interests in Blackstone Holdings
Deferred Tax Asset $ (1,589,296) $
Due to Affiliates $ 1,350,902 $
Partners Capital $ 238,392 $

See notes to condensed consolidated and combined financial statements.
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THE BLACKSTONE GROUP L.P.
Notes to Condensed Consolidated and Combined Financial Statements (Unaudited)

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

1. ORGANIZATION AND BASIS OF PRESENTATION

The Blackstone Group L.P. (the Partnership ), together with its consolidated subsidiaries (collectively, Blackstone ), is a leading global alternative
asset manager and provider of financial advisory services based in New York. The alternative asset management businesses include the

management of corporate private equity funds, real estate funds, funds of hedge funds, mezzanine funds, senior debt vehicles, proprietary hedge

funds and closed-end mutual funds, collectively referred to as the Blackstone Funds. Blackstone also provides various financial advisory

services, including corporate and mergers and acquisitions advisory, restructuring and reorganization advisory and fund placement services.

Basis of Presentation The accompanying unaudited condensed consolidated and combined financial statements of the Partnership have been
prepared in accordance with accounting principles generally accepted in the United States of America ( GAAP ) for interim financial information
and the instructions to Form 10-Q. The condensed consolidated and combined financial statements, including these notes, are unaudited and
exclude some of the disclosures required in annual financial statements. Management believes it has made all necessary adjustments (consisting

of only normal recurring items) so that the condensed consolidated and combined financial statements are presented fairly and that estimates

made in preparing its condensed consolidated and combined financial statements are reasonable and prudent. The operating results presented for
interim periods are not necessarily indicative of the results that may be expected for any other interim period or for the entire year. These
condensed consolidated and combined financial statements should be read in conjunction with the combined financial statements of the
Partnership for the year ended December 31, 2006 included in the Partnership s prospectus dated June 21, 2007 filed with the Securities and
Exchange Commission on June 25, 2007.

The accompanying condensed consolidated and combined financial statements include (1) subsequent to the reorganization as described below,

the consolidated accounts of Blackstone, and (2) prior to the reorganization the entities engaged in the above businesses under the common
ownership of the two founders of Blackstone, Stephen A. Schwarzman and Peter G. Peterson (the Founders ), Blackstone s other senior managing
directors and selected other individuals engaged in some of our businesses, personal planning vehicles beneficially owned by the families of

these individuals and a subsidiary of American International Group, Inc. ( AIG ), whom are referred to collectively as the predecessor owners .

Certain of the Blackstone Funds are included in the consolidated and combined financial statements of the Partnership. Consequently, the
condensed consolidated and combined financial statements of the Partnership reflect the assets, liabilities, revenues, expenses and cash flows of
these consolidated Blackstone Funds on a gross basis. The majority economic ownership interests in these funds are reflected as
Non-Controlling Interests in Consolidated Entities in the condensed consolidated and combined financial statements. The consolidation of these
Blackstone Funds has no net effect on the Partnership s Net Income or Partners Capital.

The Partnership s interest in Blackstone Holdings (see Reorganization of the Partnership below) is within the scope of the Emerging Issues Task
Force ( EITF ) Issue No. 04-5, Determining Whether a General Partner, or the General Partners as a Group, Controls a Limited Partnership or
Similar Entity When the Limited Partners Have Certain Rights ( EITF 04-5 ). Although the Partnership has a minority economic interest in
Blackstone Holdings, it has a majority voting interest and controls the management of Blackstone Holdings. Additionally, although the

Blackstone Holdings limited partners hold a majority economic interest in Blackstone Holdings, they do not have the right to dissolve the
partnership or have substantive kick-out rights or participating rights that would overcome the presumption of control by the Partnership.
Accordingly, the Partnership consolidates Blackstone Holdings and records non-controlling interest for the economic interest in Blackstone
Holdings held directly by the Founders and the senior managing directors and selected other individuals engaged in some of Blackstone s
businesses and AIG.

Certain prior period financial statement balances have been reclassified to conform to the current presentation.

Reorganization of the Partnership The Partnership was formed as a Delaware limited partnership on March 12, 2007. The Partnership is
managed and operated by its general partner, Blackstone Group Management L.L.C., which is in turn wholly-owned and controlled by
Blackstone s senior managing directors and the Founders.
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THE BLACKSTONE GROUP L.P.
Notes to Condensed Consolidated and Combined Financial Statements (Unaudited)

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

Blackstone s business was historically conducted through a large number of entities as to which there was no single holding entity but which

were separately owned by its predecessor owners. In order to facilitate the initial public offering, as described in further detail below, the
predecessor owners completed a reorganization as of the close of business on June 18, 2007 (the Reorganization ) whereby, with certain limited
exceptions, each of the operating entities of the predecessor organization and the intellectual property rights associated with the Blackstone

name, were contributed (  Contributed Businesses ) to five newly-formed holding partnerships (Blackstone Holdings I L.P., Blackstone Holdings
IT L.P., Blackstone Holdings III L.P., Blackstone Holdings IV L.P. and Blackstone Holdings V L.P. (collectively, Blackstone Holdings )) or sold
to wholly-owned subsidiaries of the Partnership (which in turn contributed them to Blackstone Holdings). The Partnership, through

wholly-owned subsidiaries, is the sole general partner of each of the Blackstone Holdings partnerships.

The Reorganization was accounted for as an exchange of entities under common control for the interests in the Contributed Businesses which
were contributed by the Founders and the other senior managing directors (collectively, the Control Group ) and as an acquisition of
non-controlling interests using the purchase method of accounting for all the predecessor owners other than the Control Group pursuant to
Statement of Financial Accounting Standard ( SFAS ) No. 141, Business Combinations ( SFAS No. 141 ).

Blackstone also entered into an exchange agreement with holders of partnership units in Blackstone Holdings (other than the Partnership s
wholly-owned subsidiaries) so that these holders, subject to the vesting and minimum retained ownership requirements and transfer restrictions
set forth in the partnership agreements of the Blackstone Holdings partnerships, may up to four times each year exchange their Blackstone
Holdings Partnership Units for the Partnership common units on a one-for-one basis, subject to customary conversion rate adjustments for splits,
unit distributions and reclassifications. A Blackstone Holdings limited partner must exchange one partnership unit in each of the five Blackstone
Holdings partnerships to effect an exchange for one common unit in the Partnership. The terms Blackstone Holdings Partnership Unit or
partnership unit in/of Blackstone Holdings refer collectively to a partnership unit in each of the Blackstone Holdings partnerships.

Undistributed earnings of the Contributed Businesses through the date of the Reorganization inured to the benefit of the predecessor owners.
Such amounts totaled $839 million, of which $215 million had been distributed prior to June 30, 2007. The undistributed balance of $624
million as of June 30, 2007 has been recorded as a component of Due to Affiliates.

Initial Public Offering On June 27, 2007, the Partnership completed the initial public offering ( IPO ) of its common units representing limited
partner interests in the Partnership. Upon the completion of the IPO, public investors indirectly owned approximately 14.1% of the equity in
Blackstone. Concurrently with the IPO, the Partnership completed the sale of non-voting common units, representing approximately 9.3% of the
equity in Blackstone, to Beijing Wonderful Investments, an investment vehicle established by the People s Republic of China with respect to its
foreign exchange reserve. Beijing Wonderful Investments is restricted in the future from purchasing Blackstone Common Units so that its equity
interest in Blackstone remains under 10%.

The Partnership contributed the proceeds from the IPO and the sale of non-voting common units to Beijing Wonderful Investments to its
wholly-owned subsidiaries, which in turn used these proceeds to (1) purchase interests in the Contributed Businesses from the predecessor
owners (which interests were then contributed to Blackstone Holdings in exchange for newly-issued Blackstone Holdings Partnership Units) and
(2) purchase additional newly-issued Blackstone Holdings Partnership Units from Blackstone Holdings.

Consolidation and Deconsolidation of Blackstone Funds In accordance with GAAP, a number of the Blackstone Funds were historically
consolidated into Blackstone s combined financial statements.

Concurrently with the Reorganization, the Contributed Businesses that act as a general partner of a consolidated Blackstone Fund (with the
exception of Blackstone s proprietary hedge funds and five of the funds of hedge funds) took the necessary steps to grant rights to the unaffiliated
investors in each respective fund to provide that a simple majority of the fund s investors will have the right, without cause, to remove the general
partner of that fund or to accelerate the liquidation date of that fund in accordance with certain procedures. The granting of these rights results in
the deconsolidation of such investment funds from the Partnership s consolidated financial statements. For all Blackstone Funds where these
rights were granted, with the exception of the funds of hedge funds, these
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Notes to Condensed Consolidated and Combined Financial Statements (Unaudited)

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

rights became effective on June 27, 2007. The effective date of these rights related to the applicable funds of hedge funds is July 1, 2007. Once
the rights become effective, Blackstone s interest in these funds are deconsolidated and accounted for under the equity method of accounting. As
permitted by GAAP, the change from consolidation to equity method accounting has been retroactively presented as if the rights that became
effective on June 27, 2007 had been granted effective January 1, 2007.

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Investments, At Fair Value The Blackstone Funds are, for GAAP purposes, investment companies under the AICPA Audit and Accounting
Guide Investment Companies. Thus, such funds reflect their investments, including Securities Sold, Not Yet Purchased, on the Condensed
Consolidated and Combined Statements of Financial Condition at fair value, with unrealized gains and losses resulting from changes in fair

value reflected as a component of Net Gains from Fund Investment Activities in the Condensed Consolidated and Combined Statements of
Income. Fair value is the amount that would be received to sell an asset or paid to transfer a liability, in an orderly transaction between market
participants at the measurement date (i.e., the exit price). Additionally, these funds do not consolidate their majority-owned and controlled
investments (the Portfolio Companies ). The Partnership has retained the specialized accounting for the Blackstone Funds pursuant to EITF Issue
No. 85-12, Retention of Specialized Accounting for Investments in Consolidation.

The fair value of the Partnership s Investments and Securities Sold, Not Yet Purchased are based on observable market prices when available.
Such prices are based on the last sales price on the measurement date, or, if no sales occurred on such date, at the bid price at the close of
business on such date and if sold short, at the ask price at the close of business on such date. Futures and options contracts are valued based on
closing market prices. Forward and swap contracts are valued based on market rates or prices obtained from recognized financial data service
providers.

A significant number of the investments have been valued by the Partnership, in the absence of observable market prices, using the valuation
methodologies described below. Additional information regarding these investments is provided in Note 4 to the condensed consolidated and
combined financial statements. For some investments, little market activity may exist; management s determination of fair value is then based on
the best information available in the circumstances and may incorporate management s own assumptions. The Partnership estimates the fair value
of investments when market prices are not observable as follows.

Corporate private equity, real estate and mezzanine investments  For investments for which observable market prices do not exist, such
investments are reported at fair value as determined by the Partnership. Fair value is determined using valuation methodologies after giving
consideration to a range of factors, including but not limited to the price at which the investment was acquired, the nature of the investment,
local market conditions, trading values on public exchanges for comparable securities, current and projected operating performance and
financing transactions subsequent to the acquisition of the investment. These valuation methodologies involve a significant degree of
management judgment.

Funds of hedge funds Blackstone Funds direct investments in hedge funds ( Investee Funds ) are stated at fair value, based on the information
provided by the Investee Funds which reflects the Partnership s share of the fair value of the net assets of the investment fund.

Certain Blackstone Funds sell securities that they do not own, and will therefore be obligated to purchase such securities at a future date. The
value of an open short position is recorded as a liability, and the fund records unrealized appreciation or depreciation to the extent of the
difference between the proceeds received and the value of the open short position. The applicable Blackstone Fund records a realized gain or
loss when a short position is closed. By entering into short sales, the applicable Blackstone Fund bears the market risk of increases in value of
the security sold short. The unrealized appreciation or depreciation as well as the realized gain or loss associated with short positions are
included in the Consolidated and Combined Statements of Income as Net Gains Fund from Investment Activities.

Securities transactions are recorded on a trade date basis.
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(All Dollars Are in Thousands, Except Unit and Per Unit Data, Except Where Otherwise Noted)

Equity Method Investments Blackstone s general partner interests in the applicable Blackstone Funds is within the scope of EITF 04-5.
Historically, Blackstone has consolidated its general partners interests in the private equity, real estate and mezzanine funds and certain funds of
hedge funds that it manages. In conjunction with its IPO and as described in Note 1, Blackstone granted rights to unaffiliated limited partner

fund investors to provide that a simple majority of the fund s investors will have the right, without cause, to remove the general partner of that
fund or to accelerate the liquidation date of that fund in accordance with certain procedures. Consequently, these general partners no longer
control, but retain significant influence over, the activities of certain of the funds and will account for these general partners interests using the
equity method of accounting pursuant to Accounting Principles Board (  APB ) Opinion No. 18, The Equity Method of Accounting for Investments
in Common Stock (  APB 18 ). Blackstone s equity in earnings (losses) from equity method investees is included in Investment Income and Other
in the Condensed Consolidated and Combined Statements of Income as such investments represent an integral part of Blackstone s business.

Blackstone also invests in entities other than its managed funds. In such instances where Blackstone exerts significant influence, but not control,
typically when its percentage voting interest in such investments is between 20% and 50%, the Partnership accounts for these investments using
the equity method of accounting.

The Partnership evaluates for impairment its equity method investments, including any intangibles and goodwill related to the acquisition of
such investments, whenever events or changes in circumstances indicate that the carrying amounts of such investments may not be recoverable
in accordance with APB 18. The difference between the carrying value of the equity method investment and its estimated fair value is
recognized as an impairment when the loss in value is deemed other than temporary.

Management and Advisory Fees The Partnership has reclassified into a single revenue component the amounts historically reported as Fund
Management Fees and Advisory Fees. Historically, in certain management fee arrangements, Blackstone received a fee attributable to fund
performance. Such amounts have been reclassified and included in Performance Fees and Allocations.

Performance Fees and Allocations Performance Fees and Allocations consist principally of the preferential allocations of profits ( carried
interest ) which are a component of the general partners interests in the corporate private equity, real estate and mezzanine funds. Blackstone is
entitled to carried interest from an investment fund when the fund achieves cumulative investment returns in excess of a specified rate. The
Partnership records as revenue the amount that would be due pursuant to the fund agreements at each period end as if the fund agreements were
terminated at that date.

Investment Income and Other Investment Income and Other principally reflects the investment performance, realized and unrealized, of
Blackstone s investments in the Blackstone Funds as well as Blackstone s equity in earnings (loss) from equity method investees.

Business Combinations The Partnership accounts for acquisitions using the purchase method of accounting in accordance with SFAS No. 141.
The purchase price of the acquisition is allocated to the assets acquired and liabilities assumed using the fair values determined by management
as of the acquisition date. The unaudited condensed consolidated and combined financial statements of the Partnership for the periods presented
does not reflect any business combinations. However, the acquisition of non-controlling interests described in Notes 1 and 3, is accounted for
using the purchase method of accounting pursuant to SFAS No. 141.

Goodwill and Intangible Assets SFAS No. 142, Goodwill and Other Intangible Assets ( SFAS No. 142 ), does not permit the amortization of
goodwill and indefinite-lived assets. Under SFAS No. 142, these assets must be reviewed annually for impairment or more frequently if
circumstances indicate impairment may have occurred. Identifiable finite lived intangible assets are amortized over their estimated useful lives,
which are periodically reevaluated for impairment or when circumstances indicate impairment may have occurred in accordance with SFAS No.
142.

Compensation and Benefits Compensation includes salaries and bonuses (discretionary awards and guaranteed amounts). Bonuses are accrued
over the service period to which they relate. Benefits includes both senior managing directors and employees benefit expense. Prior to the IPO,
payments made to senior managing directors were accounted for as partnership distributions rather than as compensation.
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Share-Based Payment Share-based compensation is accounted for under the provisions of SFAS No. 123(R), Share-Based Payment ( SFAS
No. 123(R) ), which revises SFAS No. 123, Accounting for Stock-Based Compensation, and supersedes APB Opinion No. 25, Accounting for
Stock Issued to Employees. Under SFAS No. 123(R), the cost of employee services received in exchange for an award of equity instruments is
generally measured based on the grant-date fair value of the award. Share-based awards that do not require future service (i.e., vested awards)
are expensed immediately. Share-based employee awards that require future service are recognized over the relevant service period. Further, as
required under SFAS No. 123(R), the Partnership estimates forfeitures for share-based awards that are not expected to vest.

Profit Sharing Plan A portion of the carried interest earned subsequent to the Reorganization with respect to certain funds is due to senior
managing directors and employees. These amounts are accounted for by the Partnership as compensatory profit sharing arrangements in
conjunction with the related carried interest income and recorded as compensation expense. Currently, approximately 40% of the carried interest
earned under these arrangements is paid to these individuals who work in the related operations.

Net Income (Loss) Per Common Unit The Partnership computes Net Income (Loss) per Common Unit in accordance with SFAS No. 128,
Earnings Per Share. Basic Net Income (Loss) per Common Unit is computed by dividing income (loss) available to common unitholders by the
weighted-average number of common units outstanding for the period. Diluted Net Income (Loss) per Common Unit reflects the assumed
conversion of all dilutive securities. Prior to the Reorganization, Blackstone s business was conducted through a large number of entities as to
which there was no single holding entity but which were separately owned by its then existing owners. There was no single capital structure
upon which to calculate historical earnings per unit information. Accordingly, earnings per unit information has not been presented for historical
periods prior to the Reorganization.

Income Taxes Blackstone has historically operated as a partnership for U.S. federal income tax purposes and mainly as a corporate entity in
non-U.S. jurisdictions. As a result, income has not been subject to U.S. federal and state income taxes. Taxes related to income earned by these
entities represent obligations of the individual partners and members and have not been reflected in the historical combined financial statements.
Income taxes shown on the historical combined statements of income are attributable to the New York City unincorporated business tax and
income taxes on certain entities located in non-U.S. jurisdictions.

Following the Reorganization, the Blackstone Holdings partnerships and their subsidiaries continue to operate in the U.S. as partnerships for
U.S. federal income tax purposes and generally as corporate entities in non-U.S. jurisdictions; accordingly, these entities in some cases continue
to be subject to New York City unincorporated business tax, or in the case of non-U.S. entities, to non-U.S. corporate income taxes. In addition,
certain of the wholly-owned subsidiaries of the Partnership are subject to federal, state and local corporate income taxes at the entity level and
these will be reflected in the consolidated financial statements.

Recent Accounting Pronouncements In June 2006, the FASB issued Interpretation ( FIN ) No. 48, Accounting for Uncertainty in Income
Taxes, an interpretation of FASB Statement No. 109 ( FIN 48 ). FIN 48 requires companies to recognize the tax benefits of uncertain tax positions
only where the position is more likely than not to be sustained assuming examination by tax authorities. The tax benefit recognized is the largest
amount of benefit that is greater than 50 percent likelihood of being realized upon ultimate settlement. The Partnership adopted FIN 48 as of
January 1, 2007. The adoption of FIN 48 did not have a material impact on the Partnership s condensed consolidated and combined financial
statements.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements ( SFAS No. 157 ). SFAS No. 157 defines fair value, establishes a
framework for measuring fair value, and expands disclosures about fair value measurements. The Partnership adopted SFAS No. 157 as of
January 1, 2007. The adoption of SFAS No. 157 did not have a material impact on the Partnership s condensed consolidated and combined
financial statements.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities ( SFAS No. 159 ). SFAS
No. 159 permits entities to choose to measure many financial instruments and
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certain other items at fair value, with changes in fair value recognized in earnings. SFAS No. 159 is effective as of the beginning of the first
fiscal year that begins after November 15, 2007. The Partnership is currently evaluating the potential effect on the financial statements of
adopting SFAS No. 159.

In May 2007, the FASB issued FASB Staff Position No. FIN 46(R)-7, Application of FASB Interpretation No. 46(R) to Investment Companies

( FSP FIN 46(R)-7 ) which provides clarification on the applicability of FIN 46, as revised to the accounting for investments by entities that apply
the accounting guidance in the AICPA Audit and Accounting Guide, Investment Companies. FSP FIN 46(R)-7 amends FIN 46, as revised to

make permanent the temporary deferral of the application of FIN 46, as revised to entities within the scope of the guide under Statement of
Position ( SOP ) No. 07-1, Clarification of the Scope of the Audit and Accounting Guide Investment Companies and Accounting by Parent
Companies and Equity Method Investors for Investments in Investment Companies ( SOP 07-1 ). FSP FIN 46(R)-7 is effective upon adoption of
SOP 07-1. The adoption of FSP FIN 46(R)-7 is not expected to have a material impact on the Partnership.

In June 2007, the AICPA issued SOP No. 07-1, Clarification of the Scope of the Audit and Accounting Guide Investment Companies and
Accounting by Parent Companies and Equity Method Investors for Investments in Investment Companies ( SOP 07-1 ). SOP 07-1 addresses
whether the accounting principles of the AICPA Audit and Accounting Guide Investment Companies may be applied to an entity by clarifying
the definition of an investment company and whether those accounting principles may be retained by a parent company in consolidation or by an
investor in the application of the equity method of accounting. SOP 07-1 is effective for fiscal years beginning on or after December 15, 2007
with earlier adoption encouraged. The adoption of SOP 07-1 is not expected to have a material impact on the Partnership.

In June 2007, the EITF reached consensus on Issue No. 06-11, Accounting for Income Tax Benefits of Dividends on Share-Based Payment
Awards ( EITF 06-11 ). EITF 06-11 requires that the tax benefit related to dividend equivalents paid on restricted stock units, which are expected
to vest, be recorded as an increase to additional paid-in capital. EITF 06-11 is to be applied prospectively for tax benefits on dividends declared

in fiscal years beginning after December 15, 2007, and the Partnership expects to adopt the provisions of EITF 06-11 beginning in the first

quarter of 2008. The Partnership is currently evaluating the potential effect on the financial statements of adopting EITF 06-11.

3. ACQUISITION OF NON-CONTROLLING INTERESTS

Pursuant to the Reorganization transaction described in Note 1, the Partnership acquired interests in the predecessor businesses from the
predecessor owners. These interests were acquired, in part, through an exchange of Blackstone Holdings Partnership Units and, in part, through
the payment of cash.

This transaction has been accounted for partially as a transfer of interests under common control and, partially, as an acquisition of
non-controlling interests in accordance with SFAS No. 141. The vested Blackstone Holdings Partnership Units received by the Control Group in
the Reorganization are reflected in the consolidated financial statements as non-controlling interests at the historical cost of the interests they
contributed, as they are considered to be the Control Group of the predecessor organization. The vested Blackstone Holdings Partnership Units
received by holders not included in the Control Group in the Reorganization are accounted for using the purchase method of accounting under
SFAS No. 141 and reflected as non-controlling interests in the consolidated financial statements at the fair value of the interests contributed as
these holders are not considered to have been in the group controlling Blackstone prior to the Reorganization. Additionally, ownership interests
were purchased with proceeds from the IPO. The cash paid in excess of the cost basis of the interests acquired from members of the Control
Group has been charged to equity. Cash payments related to the acquisition of interests from holders outside of the Control Group has been
accounted for using the purchase method of accounting.

The total consideration paid to holders outside of the Control Group was $2,760 million and reflects (1) 68,279,449 Blackstone Holdings
Partnership Units issued in the exchange, the fair value of which was $2,117 million based on the initial public offering price of $31.00 per
common unit, and (2) cash of $643 million. Accordingly, the Partnership has reflected the acquired tangible assets at the fair value of the
consideration paid. The excess of the purchase price over the fair value of the tangible assets acquired approximates $2,256 million and has been
included in the captions Goodwill and Intangible Assets in the Consolidated Statement of Financial Condition as of June 30, 2007.
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The finite-lived intangible assets related to the contractual right to future fee income from management, advisory and incentive fee contracts and
the contractual right to earn future carried interest from the corporate private equity, real estate and mezzanine funds was $722 million. The
residual amount representing the purchase price in excess of tangible and intangible assets (including a deferred tax liability of $18 million) is
$1,551 million and has been recorded as Goodwill.

The Partnership is in the early stages of gathering data and performing an analysis and evaluation of the excess of the cost over the net tangible
assets acquired and liabilities assumed and is currently in the process of hiring an independent third party to assist in the valuation of the assets
acquired. The Partnership has preliminarily determined the following estimated fair values for the acquired assets and liabilities assumed as of
the date of acquisition. To the extent that the estimates used in the preliminary purchase price allocation need to be adjusted, the Partnership will
do so upon making that determination but not later than one year from the date of acquisition.

Purchase Price $ 2,759,981
Goodwill $ 1,551,175
Finite-Lived Intangible Assets/Contractual Rights 722,288
Deferred Tax Liability (17,659)
Increase to Non-Controlling Interests in Consolidated Entities 2,255,804
Net Assets Acquired, at Fair Value 504,177
Preliminary Purchase Price Allocation $ 2,759,981

The estimated useful lives of the finite-lived intangibles are expected to range between 3 and 10 years. The Partnership is amortizing these
finite-lived intangibles over their estimated useful lives using the straight line method.

4. INVESTMENTS
Investments, At Fair Value

A condensed summary of Investments, at Fair Value, which consists primarily of financial instruments held by consolidated Blackstone Funds,
follows:

Fair Value
June 30,
December 31,
2007 2006
Investments of Consolidated Blackstone Funds $ 8,914,046 $ 31,066,974
Equity Method Investments 1,797,495 133,335
Other Investments 67,884 63,264

$ 10,779,425 $ 31,263,573
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The fair value decrease of Investments of Consolidated Blackstone Funds is as a result of the deconsolidation of Blackstone Funds as described
in Note 1.

Investments of Consolidated Blackstone Funds

The following table presents a condensed summary of the investments held by the consolidated Blackstone Funds. These investments are
presented as a percentage of Investments of Consolidated Blackstone Funds:
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Geographic Region / Instrument Type / Industry Description or Investment
Strategy

United States and Canada

Investment Funds, principally related to marketable alternative asset
management funds

Equity

Diversified Investments

Credit Driven

Other

Investment Funds Total (Cost: 2007 $5,456,197; 2006 $4,864,068)

Partnership and LLC Interests, principally related to corporate private
equity and real estate funds

Real Estate, including Consumer Business

Life Sciences

Technology, Media and Telecommunications

Energy

Other

Partnership and LLC Interests Total
(Cost: 2007 $382,527; 2006 $8,169,518)

Equity Securities, principally related to marketable alternative asset
management and corporate private equity funds

Common Stock

Manufacturing

Technology, Media and Telecommunications

Financial Services

Other

Common Stock Total (Cost: 2007 $571,789; 2006 $3,692,732)
Other, principally preferred stock and warrants
(Cost: 2007 $12,914; 2006 $34,729)

Equity Securities Total (Cost: 2007 $584,703; 2006 $3,727,461)

Debt Instruments, principally related to marketable alternative asset
management funds (Cost: 2007 $6,214; 2006 $394,805)

United States and Canada Total
(Cost: 2007 $6,429,641; 2006 $17,155,852)

Table of Contents

Fair Value

June 30, December 31,

2007 2006
$ 3,103,400 $ 2,408,012
2,393,169 2,145,729
1,194,046 870,350
381,330 473,908
7,071,945 5,897,999
379,141 7,323,918
30,520 1,818,875
26,141 2,119,259
15,046 138,174
164,742 1,261,889
615,590 12,662,115
461,868 1,858,483
74,639 2,104,697
40,297 1,055,661
79914 878,064
656,718 5,896,905
12,002 63,856
668,720 5,960,761
6,658 383,941
8,362,913 24,904,816

Percentage of
Investments of
Consolidated

Blackstone Funds
June 30, December 31,

2007

34.8%
26.8%
13.4%

4.3%

79.3%

4.3%
0.3%
0.3%
0.2%
1.8%

6.9%

5.2%
0.8%
0.5%
0.9%

7.4%

0.1%

7.5%

0.1%

93.8%

7.8%
6.9%
2.8%
1.5%

19.0%

23.6%
5.9%
6.8%
0.4%
4.1%

40.8%

6.0%
6.8%
3.4%
2.8%

19.0%

0.2%

19.2%

1.2%

80.2%
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Geographic Region / Instrument Type / Industry Description or Investment
Strategy

Europe

Partnership and LLC Interests, principally related to corporate private equity
and real estate funds

Real Estate, including Consumer Business

Technology, Media and Telecommunications

Partnership and LLC Interests Total
(Cost: 2007 $102,496; 2006 $1,966,987)

Equity Securities, principally related to corporate private equity funds
Common Stock

Manufacturing

Technology, Media and Telecommunications

Other

Common Stock Total

(Cost: 2007 $222,257; 2006 $2,595,354)
Other, principally preferred stock and warrants
(Cost: 2007 $2,761; 2006 $188,618)

Equity Securities Total (Cost: 2007 $225,018; 2006 $2,783,972)

Debt Instruments, principally related to marketable alternative asset
management funds
(Cost: 2007 $628; 2006 $44,774)

Europe Total (Cost: 2007 $328,142; 2006 $4,795,733)

Asia, Africa, and Other (Cost: 2007 $128,035; 2006 $210,927, principally
related to corporate private equity and marketable alternative asset
management funds)

Total Investments of Consolidated Blackstone Funds
(Cost: 2007 $6,885,818; 2006 $22,162,512)

Percentage of
Investments of

Consolidated
Fair Value Blackstone Funds
June 30, December 31, June 30, December 31,
2007 2006 2007 2006
$ 44,293 $ 1,239,778 0.5% 4.0%

97,613 1,099,904 1.1% 3.5%
141,906 2,339,682 1.6% 7.5%
104,846 1.2%

32,649 1,879,921 0.4% 6.1%
121,849 1,437,567 1.4% 4.6%
259,344 3,317,488 3.0% 10.7%

2,761 188,456 0.6%
262,105 3,505,944 3.0% 11.3%
719 46,086 0.1%
404,730 5,891,712 4.6% 18.9%
146,403 270,446 1.6% 0.9%
$8,914,046 $ 31,066,974 100.0% 100.0%

At June 30, 2007 and December 31, 2006 respectively, there were no individual investments, which includes consideration of derivative
contracts, with fair values exceeding 5% of Blackstone s net assets. At June 30, 2007 and December 31, 2006, consideration was given as to
whether any individual consolidated fund of hedge funds, feeder fund or any other affiliate exceeded 5% of Blackstone s net assets. At June 30,
2007, the following investments of consolidated feeder funds had fair values which exceeded the 5% threshold: Blackstone Partners
Non-Taxable Offshore Master Fund Ltd., $1,657,909; Blackport Capital Fund Ltd., $795,562; and Blackstone Park Avenue Non-Taxable
Offshore Master Fund Ltd., $780,522. At December 31, 2006 there were no such investments.
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Securities Sold, Not Yet Purchased. The following table presents the Partnership s Securities Sold, Not Yet Purchased held by the consolidated
Blackstone Funds, which are principally held by certain of Blackstone s proprietary hedge funds. These investments are presented as a
percentage of Securities Sold, Not Yet Purchased.
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Geographic Region / Instrument Type / Industry Description
United States Equity Instruments

Index Funds

Manufacturing

Utilities

Financial Services

Other

United States Total
(Proceeds: 2007 $556,017; 2006 $330,605)

Europe Equity Instruments
Manufacturing

Utilities

Other

Europe Total (Proceeds: 2007 $33,145; 2006 $50,358)

All other regions Equity Instruments Manufacturing
(Proceeds: 2007 $36,222; 2006 $34,336)

Total (Proceeds: 2007 $625,384; 2006 $415,299)

Fair Value
June 30, December 31,
2007 2006

$ 246,063 $ 51,313

158,744 133,991
139,368 119,363

17,289
8,430 27,911
569,894 332,578
23,512 19,082
34,331

8,831
32,343 53,413
36,745 36,797

$ 638,982 $ 422,788

Percentage of Securities Sold

Not Yet Purchased
June 30, December 31,
2007 2006

38.5% 12.1%
24.8% 31.7%
21.8% 28.3%

2.7%
1.3% 6.6%
89.1% 78.7%
3.7% 4.5%
8.1%

1.4%
5.1% 12.6%
5.8% 8.7%
100.0% 100.0%

Realized and Net Change in Unrealized Gains (Losses) from Blackstone Funds. Net Gains from Fund Investment Activities on the Condensed
Consolidated and Combined Statements of Income include net realized gains (losses) from realizations and sales of investments and the net
change in unrealized gains (losses) resulting from changes in fair value of the consolidated Blackstone Funds investments. The following table
presents the realized and net change in unrealized gains (losses) on investments held through the consolidated Blackstone Funds:

Realized Gains (Losses)
Net Change in Unrealized Gains (Losses)

Three Months Ended June 30,

2007 2006
$ 235485 $ 434,817
473,088 (382,991)

$ 708,573 $ 51,826

Six Months Ended June 30,
2007 2006

$ 470,074 $1,883,424
897,598 (462,693)

$1,367,672  $ 1,420,731

Investments in Variable Interest Entities. Blackstone consolidates certain variable interest entities (  VIEs ) in addition to those entities
consolidated under EITF 04-5, when it is determined that Blackstone is the primary beneficiary, either directly or indirectly, through a
consolidated entity or affiliate. The assets of the consolidated VIEs are classified within Investments, at Fair Value. The liabilities of the

consolidated VIEs are non-recourse to Blackstone s general credit.

At June 30, 2007, Blackstone was the primary beneficiary of VIEs whose gross assets were $1,510 million, which is the carrying amount of such
financial assets in the consolidated financial statements. The nature of these VIEs include investments in private equity, real estate and funds of

hedge funds assets.
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Blackstone is also a significant variable interest holder in other VIEs which are not consolidated, as Blackstone is not the primary beneficiary.
These VIEs represent certain Blackstone Funds that are funds of hedge funds. At June 30, 2007, gross assets of these entities were

approximately $1,577 million. Blackstone s aggregate maximum exposure to loss is approximately $365 million as of June 30, 2007. Blackstone s
involvement with these entities began on the dates that they were formed, which range from July 2002 to January 2006.

Equity Method Investments

Blackstone invests in corporate private equity funds, real estate funds, mezzanine funds, funds of hedge funds and hedge funds which are not
required to be consolidated. The Partnership accounts for these investments under the equity method of accounting and Blackstone s share of
operating income generated by these investments, which includes the unrealized gains or losses on a fair value basis, is recorded as a component
of Investment Income and Other.
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A summary of Blackstone s equity method investments follows:

Equity Investment Equity in Net Income
June 30, December 31Three Months Ended June 3(5ix Months Ended June 30,
2007 2006 2007 2006 2007 2006
Equity Method Investments $1,797,495 $ 133,335 $489,973 $50,015 $ 1,200,699 $ 376,766

Other Investments

Other Investments consist primarily of investment securities held by Blackstone for its own account. The following table presents Blackstone s
realized and net change in unrealized gains (losses) in other investments:

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

2007 2006 2007 2006
Realized Gains $ 13,609 $ 123 $ 13,559 $ 103
Net Change in Unrealized Gains (Losses) 20,393 (1,219) 21,531 2,615

$ 34,002 $ (1,096) $ 35,090 $ 2,718
Fair Value Measurements

The Partnership adopted SFAS No. 157 as of January 1, 2007, which among other things, requires enhanced disclosures about investments that
are measured and reported at fair value. SFAS No. 157 establishes a hierarchal disclosure framework which prioritizes and ranks the level of
market price observability used in measuring investments at fair value. Market price observability is impacted by a number of factors, including
the type of investment and the characteristics specific to the investment. Investments with readily available active quoted prices or for which fair
value can be measured from actively quoted prices generally will have a higher degree of market price observability and a lesser degree of
judgment used in measuring fair value.

Investments measured and reported at fair value are classified and disclosed in one of the following categories.

Level I Quoted prices are available in active markets for identical investments as of the reporting date. The type of investments included in
Level I include listed equities and listed derivatives. As required by SFAS No. 157, the Partnership does not adjust the quoted price for these
investments, even in situations where Blackstone holds a large position and a sale could reasonably impact the quoted price.

Level I Pricing inputs are other than quoted prices in active markets, which are either directly or indirectly observable as of the reporting date,
and fair value is determined through the use of models or other valuation methodologies. Investments which are generally included in this
category include corporate bonds and loans, less liquid and restricted equity securities and certain over-the-counter derivatives.

Level Il  Pricing inputs are unobservable for the investment and includes situations where there is little, if any, market activity for the
investment. The inputs into the determination of fair value require significant management judgment or estimation. Investments that are included
in this category generally include general and limited partnership interests in corporate private equity and real estate funds, mezzanine funds,
funds of hedge funds, distressed debt and non-investment grade residual interests in securitizations and collateralized debt obligations.
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In certain cases, the inputs used to measure fair value may fall into different levels of the fair value hierarchy. In such cases, an investment s level
within the fair value hierarchy is based on the lowest level of input that is significant to the fair value measurement. The Partnership s assessment

of the significance of a particular input to the fair value measurement in its entirety requires judgment, and considers factors specific to the
investment.
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The following table summarizes the valuation of Blackstone s investments by the above SFAS No. 157 fair value hierarchy levels as of June 30,

2007:

Investments of Consolidated Blackstone Funds
Equity Method Investments

Other Investments

Securities Sold, Not Yet Purchased

Corporate
Fair Value Based on Private Equity
Third-Party Fund Managers
Public / Private Company Comparables 10.7%
Total 10.7%

Level
Level I 1I Level I1I
$8914,046 $962,565 $1,170 $7,950,311
1,797,495 4,902 1,792,593
67,884 13,291 1,910 52,683

638,982 637,635 1,347
The following table summarizes the Level III investments by valuation methodology as of June 30, 2007.

Marketable
Alternative
Asset
Real Estate Management Total
72.6% 72.6%
14.8% 1.9% 27.4%
14.8% 74.5% 100.0%

The changes in investments measured at fair value for which the Partnership has used Level III inputs to determine fair value are as follows:

Balance, December 31, 2006

Transfers Out Due to Deconsolidation

Transfers In of Equity Method Investees Due to Deconsolidation
Transfers Out Due to Reorganization

Transfers In Due to Reorganization

Transfers Out

Purchases (Sales), Net

Realized and Unrealized Gains (Losses), Net

Balance, June 30, 2007

Changes in Unrealized Gains (Losses) Included in Earnings Related to Investments Still Held at
Reporting Date
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Six Months
Ended

June 30,

2007

$ 27,564,206
(19,433,971)

630,355
(2,052,996)

430,449
(60,821)

542,095

2,176,270

$ 9,795,587

$ 856,916
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Total realized and unrealized gains and losses recorded for Level III investments are reported in Investment Income and Other and Net Gains
from Fund Investment Activities in the Consolidated and Combined Statements of Income.

5. LOANS PAYABLE

On June 11, 2007 Blackstone amended its revolving credit facility increasing the credit available from $1 billion to $1.35 billion for a period of
up to 15 business days after the amendment or 5 business days after the consummation date of the [PO, which ever occurred first. Certain
compliance waivers were also granted and, following the Reorganization, new guarantor entities were designated. On June 27, 2007, the entire
loan balance outstanding was repaid.
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As a result of the deconsolidation of Blackstone Funds, the credit facilities related to such funds are no longer a component of the consolidated
loans payable balance. In all other respects, Blackstone s credit agreements have not significantly changed since December 31, 2006.

6. INCOME TAXES

Prior to the Reorganization, Blackstone provided for New York City unincorporated business tax for certain entities based on a statutory rate of
4%. Following the Reorganization, the Blackstone Holdings Partnerships will continue to operate in the U.S. as partnerships for U.S. federal
income tax purposes and generally as corporate entities in non-U.S. jurisdictions; accordingly, these entities in some cases continue to be subject
to the New York City unincorporated business tax or, in the case of non-U.S. entities to non-U.S. corporate income taxes. In addition, certain
newly formed wholly-owned entities of the Partnership are subject to federal, state and local corporate income taxes.

Blackstone s effective income tax rate was approximately (0.3%) and 4.1% for the three months ended June 30, 2007 and 2006, respectively, and
0.6% and 2.1% for the six months ended June 30, 2007 and 2006, respectively. Blackstone s provision (benefit) for income taxes totaled $(2)
million and $10 million for the three months ended June 30, 2007 and 2006, respectively, and $12 million and $16 million for the six months
ended June 30, 2007 and 2006, respectively.

The difference between the effective tax rate for the three months and six months ended June 30, 2007, and the comparable 2006 periods is due
to the following: (1) as discussed above, prior to the Reorganization, Blackstone provided for New York City unincorporated business tax,

(2) following the Reorganization, certain newly formed wholly-owned subsidiaries were subject to federal, state and local corporate income
taxes, and (3) Blackstone incurred significant charges following the Reorganization which produced a tax benefit at corporate income tax rates.
The impact of the tax benefit recorded following the Reorganization offset a substantial portion of the tax recorded for the periods prior to the
Reorganization calculated using the applicable New York City unincorporated business tax rate.

As discussed in Note 2, Blackstone adopted the provisions of FIN 48 on January 1, 2007. The adoption of FIN 48 did not have a material effect
on the consolidated and combined financial position or results of operations.

Blackstone files its tax returns as prescribed by the tax laws of the jurisdictions in which it operates. In the normal course of business,
Blackstone is subject to examination by federal and certain state, local and foreign tax regulators. As of January 1, 2007, the predecessor entities
U.S. federal income tax returns for the years 2003 through 2006 are open under the normal three-year statute of limitations and therefore subject
to examination. State and local tax returns are generally subject to audit from 2002 through 2006. Currently, the City of New York is examining
certain subsidiaries tax returns for the years 2001 through 2004. Blackstone does not believe that the outcome of this examination will have a
material impact on the condensed consolidated and combined financial statements.

7. NET INCOME (LOSS) PER COMMON UNIT
The Weighted-Average Common Units Outstanding, Basic and Diluted, are calculated as follows:

June 19, 2007

Through June 30, 2007
Basic Diluted
The Blackstone Group L.P. Common Units Outstanding 256,502,271 256,502,271
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Weighted-Average Common Units Outstanding 256,502,271 256,502,271

For purposes of calculating diluted earnings (loss) per unit, the Partnership applies the treasury stock method to account for its outstanding
deferred restricted common unit awards.
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Holders of Blackstone Holdings Partnership Units (other than the Partnership s wholly-owned subsidiaries), subject to the vesting requirements
and transfer restrictions set forth in the partnership agreements of the Blackstone Holdings partnerships, may up to four times each year (subject
to the terms of the exchange agreement) exchange their Blackstone Holdings Partnership Units for common units of the Partnership ( Blackstone
Common Units ) on a one-for-one basis. A Blackstone Holdings limited partner must exchange one partnership unit in each of the five
Blackstone Holdings partnerships to effect an exchange for one Blackstone Common Unit. Consequently, the Partnership applies the if
converted method to determine the dilutive effect, if any, that the exchange of all Blackstone Holdings Partnership Units would have on basic
earnings per common unit. The assumed exchange of Blackstone Holdings Partnership Units includes an assumed tax effect resulting from the
increased income (loss) allocated to the Partnership on the exchange of the Blackstone Holdings Partnership Units.

Basic and diluted net income (loss) per common unit are calculated as follows:

June 19, 2007

Through June 30, 2007

Basic Diluted
Net Loss Available to Common Unit Holders $ (52,324) $ (52,324)
Weighted-Average Common Units Outstanding 256,502,271 256,502,271
Net Loss per Common Unit $ (0.20) $ (0.20)

Basic and diluted loss per unit are identical for the period June 19, 2007 through June 30, 2007, as application of the treasury method for the
Blackstone s Common Unit equivalents and the if converted method for vested and unvested Blackstone Holdings Partnership Units are
anti-dilutive. For the period June 19, 2007 through June 30, 2007, 32,619,295 deferred restricted common units, 387,651,827 vested Blackstone
Holdings Partnership Units and 439,864,817 unvested Blackstone Holdings Partnership Units were anti-dilutive and as such have been excluded
from the calculation of diluted earnings per unit.

8. EQUITY BASED COMPENSATION

In conjunction with the IPO, the Partnership granted share-based compensation awards to Blackstone s senior managing directors, non-partner
professionals, non-professionals and selected external advisors under the Partnership s 2007 Equity Incentive Plan (the Equity Plan ), which is
described below. The Equity Plan is designed to promote the long-term financial interests and growth of the Partnership. Under the terms of the
Equity Plan, the Partnership has the ability to grant up to 163,000,000 Blackstone Common Units or Blackstone Holdings Partnership Units.
Additionally, the total number of units subject to the Equity Plan may be increased annually. The Equity Plan allows for the granting of options,
unit appreciation rights or other unit based awards (units, restricted units, restricted common units, deferred restricted common units, phantom
restricted common units or other unit-based awards based in whole or in part on the fair value of the Blackstone Common Units or Blackstone
Holdings Partnership Units).

For the period from June 19, 2007 through June 30, 2007, the Partnership recorded compensation expense of $236 million in relation to its
equity based awards and a corresponding tax benefit of $17 million. As of June 30, 2007, there was $13,123 million of total unrecognized
compensation expense related to non-vested share-based compensation arrangements granted under the Equity Plan. That cost is expected to be
recognized over a weighted-average period of 6 years. The total fair value of units vested during the period June 19, 2007 through June 30, 2007
was $151 million and represents the portion of the initial awards to the non-senior managing directors at the IPO date.
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Total outstanding units, including Blackstone Holdings Partnership Units and deferred restricted common units, were 1,087,688,320 as of
June 30, 2007. Total outstanding phantom units were 951,948 as of June 30, 2007.

A summary of the status of the Partnership s non-vested equity based awards as of June 30, 2007, and changes during the period June 19, 2007
through June 30, 2007, is presented below.
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Blackstone Holdings The Blackstone Group L.P.
Equity Settled Awards Cash Settled Awards
Weighted-Average Weighted-Average Weighted-Average
Grant Date Deferred Grant Date Grant Date
Partnership Restricted Phantom

Non-Vested Units Units Fair Value Common Units Fair Value Units Fair Value
Balance, June 19, 2007 439,864,817 $ 31.00 $ $
Granted 38,165,071 27.46 968,609 27.28
Vested (5,504,109) 27.34 (16,661) 29.16
Forfeited (41,667) 27.60
Balance, June 30, 2007 439,864,817 $ 31.00 32,619,295 $ 27.48 951,948 $ 27.25

Units Expected to Vest

The following unvested units, as of June 30, 2007, are expected to vest:

Weighted-Average
Service Period

Units in Years
Blackstone Holdings Partnership Units 429,860,152 6.1
Deferred Restricted Common Units 30,049,372 6.6
Total Equity Settled Awards 459,909,524 6.1
Phantom Units 809,564 2.7

The Partnership is in the process of evaluating how it will fund future unit issuances.
IPO Date Equity Awards

On June 27, 2007, the date of the consummation of the IPO, the Partnership granted 38,165,071 deferred restricted common units to the
non-senior managing director professionals, analysts and senior finance and administrative personnel (of which 5,504,109 vested upon
completion of the IPO), and 968,609 phantom units (deferred restricted cash settled equity awards) (of which 16,661 vested upon completion of
the IPO) to the other non-senior managing director employees. Holders of deferred restricted common units and phantom units are not entitled to
any voting rights. Only phantom units are to be settled in cash. Fair values have been derived based on the IPO price of $31 per unit, multiplied
by the number of unvested awards, expensed over the assumed service period, which ranges from 1 to 8 years. Additionally, the calculation of
the compensation expense assumes forfeiture rates based upon historical turnover rates, ranging from 1.0% to 18.4% annually by employee
class, and a per unit discount, ranging from $1.13 to $3.76 as these unvested awards do not contain distribution participation rights.

Equity Settled Awards. Subject to a non-senior managing director professional s continued employment with Blackstone, the unvested deferred
restricted common units granted to the non-senior managing director professional as part of the IPO Date Equity Award will vest, and the
underlying Blackstone Common Units will be delivered, in one or more installments over a period of up to eight years following the IPO,
predominantly five years; provided that a specified percentage of the Blackstone Common Units which would otherwise be delivered on each
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such vesting date will be retained, and delivery further deferred, until specified dates, subject to the non-senior managing director professional s

compliance with the restrictive covenants that are applicable to such non-senior managing director professional. The first such scheduled
delivery date will occur on or after the first anniversary of the IPO.

The Partnership will not make any distributions with respect to unvested deferred restricted common units granted to its non-senior managing
director professionals in connection with the IPO Date Award.

Unless otherwise determined by the Partnership, upon the termination of a non-senior managing director professional s employment, for any
reason, all unvested deferred restricted common units granted to the non-senior managing director professional as part of the IPO Date Equity
Award and then held by the non-senior managing
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director professional will be immediately forfeited without any payment or consideration, provided that (1) if such termination is due to death or
permanent disability 100% of the unvested deferred units will become vested, or (2) if such termination occurs in connection with retirement,
50% of the unvested deferred units will become vested, and the underlying common units will be delivered in connection with such termination.
In the event that a non-senior managing director professional breaches his or her restrictive covenants or is terminated for cause, all deferred
restricted common units (whether vested or unvested), and any Blackstone Common Units then held by the non-senior managing director
professional in respect of previously delivered deferred restricted common units, will be forfeited. Additionally, in connection with certain
change of control events, any deferred restricted common units that are unvested will automatically be deemed vested as of immediately prior to
such change in control and their delivery may be accelerated.

Cash-Settled Awards. Subject to a non-senior managing director employee s continued employment with Blackstone, the phantom deferred cash
settled equity awards granted to the non-senior managing director employee as part of the IPO Date Award will vest in equal installments on
each of the first, second and third anniversaries of the IPO or, in the case of certain term analysts, in a single installment on the date that the
employee completes his or her current contract period with Blackstone. On each such vesting date, Blackstone will deliver cash to the non-senior
managing employees in an amount equal to the number of phantom cash settled equity awards held by each such non-senior managing employee
that will vest on such date multiplied by the then fair market value of the Blackstone Common Units on such date. Blackstone is accounting for
these cash settled awards as a liability calculated in accordance with the provisions of FIN No. 28, Accounting for Stock Appreciation Rights and
Other Variable Stock Option or Award Plans an interpreta