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including area code, of Registrant's principal exiee offices)

William J. Janetschek
Chief Financial Officer
KKR & Co. L.P.

9 West 5711 Street, Suite 4200
New York, NY 10019
Telephone: (212) 750-8300
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including area code, of agent for service)

26-0426107
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Identification No.)
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]

If this form is filed to register additiorsecurities for an offering pursuant to Rule 4§2(bder the Securities Act, check the following tzmd list the Securities Act registration
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If this form is a post-effective amendméletd pursuant to Rule 462(c) under the Securifies check the following box and list the Secustigct registration statement number of the
earlier effective registration statement for thmeaffering. O

If this form is a post-effective amendméletd pursuant to Rule 462(d) under the Securifies check the following box and list the Secustiict registration statement number of the
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CALCULATION OF REGISTRATION FEE

Proposed Maximum

Title Of Each Class Aggregate Offering Amount of
Of Securities To Be Registered Price(1)(2) Registration Fee
Common Units Representing Limited Partner Inter $1,250,000,00! $38,375(3)
1) Estimated solely for the purpose of calculatingaheount of the registration fee pursuant to Rul&dpunder the Securities Act.
) Includes units subject to the underwriters' optipurchase additional common units.

3) Previously paid.

The Registrant hereby amends this Registration Statment on such date or dates as may be necessaryléday its effective date until the Registrant shalffile a further
amendment which specifically states that this Redimtion Statement shall thereafter become effectiven accordance with Section 8(a) of the Securitiesct of 1933 or until the
Registration Statement shall become effective on slu date as the Commission, acting pursuant to saflection 8(a), may determine.




The information in this prospectus is not completeand may be changed. We may not sell these securgtientil the registration
statement filed with the Securities and Exchange Gomission is effective. This prospectus is not anfef to sell these securities and it i
not soliciting an offer to buy these securities imny jurisdiction where the offer or sale is not pemitted.

SUBJECT TO COMPLETION, DATED AUGUST 13, 2007

KKKIR

Common Units
Representing Limited Partner Interests

PRELIMINARY PROSPECTUS

This is the initial public offering of oeommon units, which represent limited partner ie$és in our partnership. We are selling all of
the common units in this offering. None of our &xig owners is selling any common units or will etiise receive any of the net proceeds
from this offering.

Prior to this offering, there has been obljg market for our common units. We expect thbljguoffering price will be between
$ and $ per common unit. We idtémlist our common units on the New York StoclcEange under the symbol "KKR."

Investing in our common units involves a high degre of risk. See "Risk Factors" beginning on page 36f
this prospectus. These risks include the following:

. We are managed by a general partner, which we t@f&s our Managing Partner, and do not have ourdivectors or officers
Unlike the holders of common stock in a corporatimur unitholders will have only limited voting tits and will have no right
to elect or remove our Managing Partner or itsalines. Immediately following this offering, our pdipals will generally have
sufficient voting power to determine the outcomeawy matters that may be submitted for a vote ofumitholders.

. We believe that we will be treated as a partnerfinip).S. federal income tax purposes and you thezewill be required to
take into account your allocable share of itemswfincome, gain, loss and deduction in computiogryJ.S. federal income
tax liability. You may not receive cash distributtoequal to your allocable share of our net taxaigleme or even the tax
liability that results from that income.

. Legislation has been introduced that would, if éedcpreclude us from qualifying as a partnersbipd.S. federal income tax
purposes under the rules governing publicly trgatinerships and would require that we be treadesi @rporation for U.S.
federal income tax purposes. Separately, legisidias been introduced that would, if enacted, tremtme received by a
partner with respect to an investment serviceqpeship interest as ordinary income received fergrformance of services.
If the above or any similar legislation or reguatiwere to be enacted and apply to us, we wouldr iagnaterial increase in ¢
tax liability that could result in a reduction imetvalue of our common units.

Per Common Unit Total
Initial public offering price $ $
Underwriting discount $ $
Proceeds, before expenses, to us $ $
To the extent that the underwriters selfertban common units, the underwritersehiéne option to purchase up to an
additional common units from us at théiahipublic offering price less the underwritingsdount.

Neither the Securities and Exchange Coniorigsor any other regulatory body has approvedsapproved these securities or pas



upon the accuracy or adequacy of this prospectog.répresentation to the contrary is a crimina¢offe.

The underwriters expect to deliver the camruanits to purchasers on or about , 2007.

Morgan Stanley Citi

The date of this prospectus is , 2007.
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You should rely only on the information tained in this prospectus or in any free writingggectus we may authorize to be delivere
you. Neither we nor the underwriters have authdres@yone to provide you with additional or differéformation. We and the underwrite
are offering to sell, and seeking offers to buy, @mmon units only in jurisdictions where offerslesales are permitted. The information in
this prospectus is accurate only as of the datki®fprospectus, regardless of the time of deliwérthis prospectus or any sale of our comr
units.

We have prepared this prospectus usingr@euof conventions, which you should consider wiearding the information contained
herein. Unless the context suggests otherwisegrdes in this prospectus to "KKR," "we," "us," f'band "our partnership" refer:

. prior to our reorganization into a holding compatrycture, to the KKR Group, which comprises ceartainsolidated and combined
entities under the common control of our seniongigals, and




under the common ownership of our principals anmthgeother individuals who have been involved im business, whom we refer to
collectively as our existing owners, and

. after our reorganization into a holding companydtire, to KKR & Co. L.P. and its consolidated sdiasies, which will continue to
be under the common control of our senior prinapal

The KKR Group is considered our predecefsaaccounting purposes and its combined finaratetements will be our historical
financial statements following our reorganizatiow ahis offering. We will not acquire all of thetémests in the KKR Group in connection
with our reorganization and, accordingly, the comelli financial statements of the KKR Group may reoirdicative of the results of
operations and financial condition that we will Bdwllowing the completion of this offering. In atldn, we will not be allocated any of the
capital contributions made by the general partoémur funds prior to the completion of our reorgation and this offering or any returns
generated on those contributions. See "Organizalti®tmucture,” "Unaudited Pro Forma Financial Infation” and "Management's
Discussion and Analysis of Financial Condition &w®bults of Operations.”

References in this prospectus to "KFN"tarKKR Financial Holdings LLC, a publicly tradedeclit strategy fund whose limited liability
company interests are listed on the New York Steethange under the symbol "KFN."

References in this prospectus to our (intPpals” are to our senior investment and othefgssionals who hold interests in our Group
Partnerships and (ii) "senior principals" are tosthidentified as senior principals in "Business—playees." References in this prospectus to
our "traditional private equity funds" are to ouivate equity funds other than KKR Private Equityéstors (our private equity-oriented
permanent capital fund).

In this prospectus, we also periodicalfigréo our "assets under management,” which reptébe assets as to which we are entitled to
receive a fee or carried interest. We calculateatheunt of assets under management as of any sitie aum of:

. the fair value of the investments of our traditiomavate equity funds and our carry-paying co-istveent vehicles plus the
capital that we are entitled to call from investiorgur traditional private equity funds with respéo their unfunded capital
commitments;

. the net asset value, or "NAV," of KKR Private Eguitvestors and the KKR Strategic Capital Funds tbree private side-by-
side credit opportunity funds);

. the equity of KFN; and

. the capital raised by structured finance vehidies tve manage.

Unless otherwise indicated, our assets umdmagement as of March 31, 2007 have been adjtestaclude unfunded capital
commitments that have been made to the 2006 Fuhdwannewly-formed Asian Fund and capital raiseabyystructured finance vehicles
since that date. You should bear in mind that alcudation of assets under management may diffen fihe calculations of other asset
managers and, as a result, our measurements aésets under management may not be comparablaitarsneasures presented by other
asset managers. Our definition of assets under geamant is not based on any definition of assetgmuminagement that is set forth in the
agreements governing the investment funds that aage. See "Private Equity Valuations and Relatsd'Tfor more information.

Unless indicated otherwise, the informaiiwziuded in this prospectus assumes no exerciskebynderwriters of the option to purchase
up to an additional common units from nod that the common units to be sold in this offgnwill be sold at a price of $ per
common unit, which is the midpoint of the priceganndicated on the front cover of this prospectus.




CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

A This prospectus contains forwdmadking statements, which reflect our current viewth respect to, among other things, our opera
and financial performance. You can identify thessvard-looking statements by the use of words sisctoutlook,"” "believe," "expect,”
"potential,” "continue," "may," "should," "seek.agproximately,” "predict," "intend," "will," "plafi,"estimate," "anticipate" or the negative
version of these words or other comparable wordsnv&rd-looking statements are subject to variosissrand uncertainties. Accordingly,
there are or will be important factors that couddise actual outcomes or results to differ matgrfatim those indicated in these statements.
We believe these factors include, but are not &thib, those described under "Risk Factors" anchdgament's Discussion and Analysis of
Financial Condition and Results of Operations." Sehtactors should not be construed as exhaustivstawuld be read in conjunction with
other cautionary statements that are includedignpfospectus. We undertake no obligation to plyblipdate or review any forward-looking

statement, whether as a result of new informafigtnye developments or otherwise.

MARKET AND INDUSTRY DATA

This prospectus includes market and ingluddita and forecasts that we have derived frompiedéent reports, publicly available
information, various industry publications, othebfished industry sources and our internal dataestichates. Independent reports, industry
publications and other published industry soureaseeally indicate that the information containeeréin was obtained from sources believed
to be reliable. Our internal data and estimatedased upon information obtained from investorsunfunds, trade and business
organizations and other contacts in the marketghich we operate and our understanding of indusinditions. Although we believe that
such information is reliable, we have not had thisrmation verified by any independent sources.




SUMMARY

This summary highlights information contained elsere in this prospectus and does not contain &littiormation you should consic
before investing in our common units. You shoudi ihis entire prospectus carefully, including seetion entitled "Risk Factors" and the
historical financial statements and related noteduded elsewhere herein, before you decide testrimeour common units.

Our Company

Founded in 1976, we are a leading glokatahtive asset manager. Our 399 employees, imgualir 139 investment professionals, are
led by our founders, Henry Kravis and George Rahe&vho are pioneers of the leveraged buyout induStur history of landmark
achievements in private equity includes the fieseraged buyout in excess of $1 billion, severaheflargest leveraged buyouts announced
worldwide to date, the first buyout of a public queny by tender offer and the largest leveraged bisycompleted or announced in each of
the United States, the Netherlands, Denmark, Irliatralia, Singapore and France. We have contimuedhistory of innovation by
establishing new debt and public equity stratetiiasleverage the power of our brand and the extallal capital in our private equity
business.

Today, through our offices in New York, Mefark, San Francisco, London, Paris, Hong KordyBokyo, we sponsor and manage
funds that make investments worldwide in privataiggand debt transactions on behalf of third-pamtyestors and our firm. We also manage
substantial investments in public equity. During 8li-year history, we have raised 16 funds andivedeapproximately $59.7 billion of
capital and capital commitments from investors. Wdee grown our assets under management signifycdrdm approximately $18.3 billion
as of December 31, 2002 to approximately $53.4bhilas of March 31, 2007, representing a compouadedal growth rate of 28.7%. Of «
total assets under management, approximately $ilichbs "permanent capital,” which is not requdre be returned to investors and is able
to be re-deployed as investments are realized.

As a global alternative asset manager,ave engoing management fees for providing managearehother services to our funds as
well as transaction, monitoring, incentive and ofhetential fees in connection with our private iggand other investments. We also earn
investment income from investing our own capitahgiside fund investors and from our carried inteirefund investments, which provides
us with a disproportionate share of the investngaints generated on third-party capital investedunyprivate equity funds. We are also
selectively pursuing opportunities to develop newestment structures and products that we belieNé@lp us increase the amount of
managed capital that we are able to commit to iddad transactions, grow our assets under managesmercapture additional income
streams.

In connection with this offering, we wilbmplete a series of transactions pursuant to winictbusiness will be reorganized into a
holding company structure. Following our reorgatiaaand this offering, we will have a right to theanagement, transaction, monitoring
and other fees from our existing and future priveaity funds and their portfolio companies. Initidd, we will have the right to carried
interest earned by the general partners of outiegiand future private equity funds (other tha@ 1996 Fund and earlier funds) as well as
any returns generated on capital contributions niydiae general partners of these funds after dneptetion of this offering. We will also
have a right to the management, incentive and qibtmtial fees for managing our existing and feitcredit strategy funds as well as
incentive fees from these funds. Although our ggats have invested their own personal capitalinavedit strategy funds, we have not
made any direct capital contributions to those fuasl a general partner or fund manager.

Our Investment Approach

We approach our business and our invessranindustrialists. We seek to invest in high ipabmpanies that have strong business
franchises, attractive growth prospects, leadingkatgositions and the ability to generate supasturns. When we make investments, we
partner with highly motivated




management teams to design and implement straadioperational changes that create value in teimésses we acquire and we align our
interests with other stakeholders by putting oun@apital at risk. We believe that our leading posiin the alternative asset management
industry is due to the strategies we have createddurcing investments and creating value foredtalders.

Sourcing Advantage

We source new investments through our maledleal generation strategies and business nesdtijps with leaders in the business and
financial communities. We believe that we have mber of advantages for sourcing investments ttitgrdntiate our firm. These advantages
include:

. Industry Team Focus. Our investment professionals are organizedgidbal industry teams. Each team conducts its own
primary research and is responsible for developifigt of industry themes and trends, identifyilognpanies that will benefit
from those themes and trends, determining whichpaoies would make an attractive investment andlimgjirelationships
with industry leaders and management teams. Thriwgtvork of our industry teams, we have develogpéétailed
understanding of the economic drivers, inheretksrand opportunities for value creation acrossrtastries in which we
invest.

. Direct Contacts with Business Leaders. We have consistently focused on making investasm large companies. Over our
31-year history, we have focused on cultivatingclirelationships with key decision-makers at magmpanies throughout
the world, which often provides us with direct istreent opportunities. We believe that we currehtlye direct relationships
with the chief executive officers or members of bleards of directors of two-thirds of the comparniethe S&P 500 and the
S&P Global 100.

. Strong Relationships with Financial Leaders. We actively cultivate our relationships with jorainvestment banking firms
and other financial intermediaries and are amongeHtirms' most significant clients. We believe mpeated and consistent
dealings with major financial services firms ovdoag period of time, and our completion of a sfgaint number of large
transactions, have led to our being one of thé fiiasties considered for potential investments.

By combining our industry team efforts withr established network of relationships, we lveliee have a differentiated capability to
source investments in large global companies.

Value Creation

We have developed an institutionalized pssdor creating value in the companies in whichinwvest by focusing on the operational and
strategic aspects of their businesses. We araenpatvestor and we have consistently approachedranagement of our investments with
the goal of creating value over the long-term rathan realizing short-term gains through rapigdstions. Our value creation process
begins before we commit to make an investment antirtues until the investment is fully realized plontant components of this process
include:

. Operationally Focused Investment Professionals.Our investment professionals focus on the djmers of our portfolio
companies and the ways in which we can improve thesinesses. Given our operational focus, ouuitieg efforts have
emphasized hiring executives with significant oiagpexperience, including former chief executiféoers, chief financial
officers and managers of companies operating ifda vange of industry sectors.

. Capstone Consultants. Our value-creation efforts are supported bysBape Consulting, a team of approximately 25
operational consultants who work exclusively witir mvestment professionals and portfolio compar@zgpstone works to
address issues relating to top-line growth, cositropation, efficient capital allocation and ottedrallenges and opportunities
that arise during the life of an investment.




Senior Advisors  To complement the expertise of our investmeotgssionals and operational consultants, we hataéned
a team of 19 senior advisors who have held leagiasitions in major corporations and public agenegieddwide. Our senior
advisors provide us with additional operational atrdtegic insights, serve on the boards of outf@ar companies, help us
evaluate individual investment opportunities ansisaour portfolio companies with operational miette

Disciplined Value Creation Process. Before we invest in a company, our investmeatgssionals identify the measures we
will take to create new value for stakeholders.&se we believe that value creation must begin tranfirst day of an
investment, our investment professionals and Capgtoepare "10@ay Plans" for investments that detail specificraes oul
portfolio company managers, investment professgaatl operational consultants will implement dutimg first 100 days
following our investment to drive value creatione\WWosely monitor our investments during and dfterfirst 100 days with
the goal of measuring progress, identifying addaicopportunities for value creation and addresaimgissues or challenges
that may arise.

Private Equity

We are a world leader in private equityihg sponsored and managed 14 private equity fthrtshave received more than $56.9 bill
of capital and capital commitments during our 3a#feistory. Our private equity funds focus on inirgsin large capitalization companies.
We believe this focus allows us to invest in indyd¢ading franchises with global operations, attkaorld class management teams, deploy
large amounts of capital in individual transactiansl optimize amounts of income that we earn oerdrpnsaction basis. Our approach
leverages our capital base, infrastructure, sktll global network and industry and operating etigerwhich we believe sets us apart from

others.

As of March 31, 2007, our private equitpdis had investments in 40 companies with more $1&0 billion of annual revenues and
more than 560,000 employees worldwide. Those datémmpanies were based in more than 10 courdnesoperated in 11 industry secti
The following charts present information concerning amount of capital invested by our private gaiuinds by geography and industry

from January 1, 1996 through March 31, 2007.

Dollars Invested by Geography Since 199

Dollars Invested by Industry Since 199¢

Asia Consumer Products P
B£.9% 4 8% HatebLoisung .
1% industial
Heaith Care 14 98
8.8%

Financial Services

0%
Morth America 5
48,00 Chamicails Media
4.2% 20.0%
Europe Recycling
45, 1% 2.2%
latecorm
8.5%

When we make private equity investmentsadigere to a disciplined investment approach #xelitsto generate large multiples of
invested capital and attractive gross internalkrafeeturn, or IRRs, by focusing on fundamentald implementing operational and strategic
changes that allow us to create and realize lomg-t&lue in our portfolio companies. We place digant emphasis on selecting high-quality
investments that may be made at attractive prigesking with management to design and implemenngka that drive value creation, and

Retall Technology
8oL 16.5%

making informed decisions when developing investnesit strategies.
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The following charts present informatiomcerning the amount of capital invested and theuartsoof realized and unrealized returns
generated by our traditional private equity fundsrf our inception through March 31, 2007. Our tiiadal private equity funds consist of ¢
private equity funds other than our private equitiented permanent capital fund.

Amount Invested and Total Value Realized and Unrealized Value
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From our inception through March 31, 2084y, first ten traditional private equity funds (repenting all of our private equity funds that
have invested for at least 30 months) achieved ldpteuof invested capital of 2.7x and a cumulatyress IRR of 26.3%, compared to the
13.6% gross IRR achieved by the S&P 500 Index theesame period. The table below presents infoonats of March 31, 2007 relating to
the historical performance of each of our tradiiloprivate equity funds since our inception, whioh believe illustrates the benefits of our
approach to making private equity investments. this has been adjusted to give effect to subséqoemmitments to the 2006 Fund and
Asian Fund, but does not otherwise reflect acqaisstor disposals of investments, changes in invest values or distributions occurring
after March 31, 2007.

We encourage you to review the cautionatg telow for a description of reasons why theriinesults of our private equity funds may
differ from the historical results of our privatguaty funds. You should also see "Private Equityudtions and Related Data" for a descrip
of how the values in the table below were calcadlate

Amount Fair Value of Investments
Multiple of

Gross Invested

Private Equity Fund(1) Committed Invested Realized Unrealized Total IRR Net IRR Capital
($ in millions)

Historical Excluded Funds(2):
1976 Func $ 318 318 537 $ — 3 537 39.5% 35.4% 17.1x
1980 Func 357 357 1,82¢ — 1,82¢ 29.C 25.¢ 5.1
1982 Func 32¢ 32¢ 1,29( — 1,29( 48.1 39.2 3.8
1984 Func 1,00(¢ 1,00(¢ 5,96 — 5,96: 34.€ 28.€ 6.C
1986 Func 67z 672 9,081 — 9,081 34.4 28.¢ 13.t
1987 Func 6,13( 6,13( 14,74¢ 252 14,99 12.2 9.C 285
1993 Func 1,94¢ 1,94¢ 4,124 33 4,157 23.€ 16.¢€ 2.1
1996 Func 6,01z 6,01z 10,18: 2,03¢ 12,22: 18.5 13.¢ 2.C
Included Funds:
European Fund (1999)( 3,08t 3,08t 3,942 3,694 7,63¢ 30.€ 23.c 285
Millennium Fund (2002 6,00( 5,881 4,26¢ 6,991 11,25t 53.¢ 40.€ 1.9
European Fund Il (2005)( 5,65( 3,851 — 4,21¢ 4,21¢ * * *
2006 Func 16,62t 1,23¢ — 1,23¢ 1,23¢ * * *
Asian Fund (2007 4,00( — — — — * * *
Total Funds(5 $ 51,83t $ 30,53t $ 55,95¢ $ 18,46 $ 74,42: 26.2% 20.2% 2.7
Total Funds in Accounting
Predecessor(: $ 4137:$ 20,07 $ 18,38¢ $ 18,17¢ $ 36,56 23.9% 18.2% 1.8




Total Included Fund $ 35,36( $ 14,05¢ $ 8,20¢ $ 16,13¢ $  24,34¢ 36.8% 27.5% 1.7x

(1) The predecessor combined financial statementsdedlin this prospectus consolidate the 1996 Fuddsahsequent traditional privi
equity funds. We will not acquire interests in #1896 Fund and prior funds in connection with owrganization and this offering,
because the general partners of those funds aexpetted to receive meaningful proceeds from éuntbalizations. In addition, we
will not be allocated any of the capital contrilns made by the general partners of our funds pitve completion of our
reorganization and this offering or any returnsegated on those contributions. See "OrganizatiStraicture" and "Unaudited Pro
Forma Financial Information."

(2)  The last investment for each of the 1976 Fund 1880 Fund, the 1982 Fund, the 1984 Fund and thé EQBd was liquidated on
May 14, 2003, July 11, 2003, August 15, 1988, Jirly1998 and December 29, 2004, respectively. B8& Fund and the 1993 Fund
currently each have one investment, and it is notdn when those funds will be liquidated.

(3)  The European Fund's capital commitments include-denominated commitments of €196.5 million. Weéawnverted these
amounts into U.S. dollars based on the exchangeravailing on the dates on which capital wasedall

(4)  The European Fund II's capital commitments inclede-denominated commitments of €2,597,160,000ht#e converted these
amounts into U.S. dollars based on the exchangeprawailing on (i) the dates on which capital waklled in the case of funded
commitments and (ii) March 31, 2007 in the casardtinded commitments.

(5) The gross IRRs, net IRRs, and multiples of investgultal are calculated based on our first teniticathl private equity funds, which
represent all of our private equity funds that hswested for at least 30 months.

Additionally, because our private equitypagach has produced significant distributions far fund investors, we believe that it has been
an important contributor to the extended relatigosithat we have developed with our investor b@ike.following table presents information
concerning the total distributions made by ouritradal private equity funds during the periodsigated.

Year Ended December 31,

2007
(through
Year 2002 2003 2004 2005 2006 March 31) Total
($ in millions)
Distributions to Investor $ 897 $ 301€e$ 703E$ 356¢% 5251% 78C $ 20,54¢

Since March 31, 2007, we have completeddatitional eight acquisitions with an aggregatageation value of $56.9 billion. We also
have entered into agreements relating to threeipgmdquisitions that have an aggregate transagthre of $83.5 billion and which are
expected to close during the second half of 200& aWficipate that our total equity investment Wél approximately $5.25 billion for those
pending acquisitions. We have received contracoalmitments from financial institutions to provitte requisite debt financing for these
transactions. However, whether and when those sitiguis will be consummated depends on a numbethafr factors, such as shareholde
regulatory approvals, some or all of which may b&sinle of our control.

KKR Private Equity Investors, which is meflected in the foregoing tables, is an entitielison Euronext Amsterdam focused primarily
on making private equity investments through amdgside our private equity funds but with the flekiy to make other types of
opportunistic investments, including credit andlpubquity investments. Unlike our other privataigg funds, the fund has a perpetual
investment period and is considered by us to bermanent capital vehicle, in that fund investors
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generally are not entitled to have their capittdmeed. As of March 31, 2007, KKR Private Equityéstors had a net asset value of

$5.2 billion, which includes amounts invested im traditional private equity funds. KKR Private Egunvestors consists of an upper-tier
limited partnership, which we refer to as the feddad, that makes all of its investments throudbveer-tier limited partnership, which we
refer to as the master fund, of which it is theedwhited partner. Following our reorganization ahi offering, we will have an economic
interest in the general partner of the KKR Priviatgiity Investors master fund, which will entitle tasthe carry received with respect to the
fund's direct investments.

Credit

We believe the intellectual capital of @aople, our integrated global investment platford aur ability to effectively adapt our
investment strategies to market conditions allowousapitalize on investment opportunities at everel of a company's capital structure.
Commencing in 2004, we began to actively pursué idlelestments as a separate asset class and wspomsor and manage a group of
private and publicly traded investment funds thaest primarily in corporate debt investments arhage structured finance vehicles. These
funds, which we refer to as credit strategy furdsrently consist of KFN, a New York Stock Exchasligéed debt vehicle, and the KKR
Strategic Capital Funds, comprised of three pricagglit strategy funds that operate together,aw-by-side.

As of March 31, 2007, our credit strateggds had approximately $8.2 billion of corporatbtdavestments, $11.9 billion of residential
mortgage investments, and $297.3 million of eqintyestments. We earn a management fee for managingredit strategy funds based on
the amount of capital under management in each fas@f March 31, 2007, our credit strategy fundd 2.8 billion of capital, of which
$1.6 billion related to KFN and consisted of pergratrcapital, and our credit strategy funds curyemthnage $6.5 billion in structured finai
vehicles. We have a right to earn management f@esdnaging our structured finance vehicles basetth® amount of investments under
management within each vehicle.

The table below presents information ratatio the historical performance of our credittetgg funds as of March 31, 2007. We
encourage you to review the cautionary note belmvafdescription of reasons why the future resaflsur credit strategy funds may differ
from the historical results of our credit stratéggds.

Annualized
Benchmark Return

Merrill
Lynch
Assets Annualized Lehman High
Under Annualized Net Total Aggregate Yield
Inception Management Gross IRR IRR(1) Investments(2) Bond Index Index
($ in millions)
KFN(3) 200< $ 1,610.¢ 19.5% 17.1% $ 5,692. 3.7% 9.1%
KKR Strategic Capital
Funds 200¢ 1,141 .( 41.5 34.¢ 2,809.! 5.€ 14.7
Total $ 2,751.. $ 8,502.:

(1) The annualized Net IRR represents the return oesired equity after giving effect to payments of agament fees, incentive fees and
carried interest, as applicable, assumes reinvestoiall distributions and excludes non-investmexpienses. Returns for the KKR
Strategic Capital Funds, which were organized ito®er 2006, have been annualized based on actuahsdrom inception through
March 31, 2007 of 15.8%, which compares to actetirns for the Lehman Aggregate Bond Index andvtegill Lynch High Yield
Index of 2.8% and 7.0%, respectively, for the samgod.

(2)  Total investments include investments held direatig synthetically through total rate of return paand credit default swaps and
also includes both funds' pro rata interest inhiblelings of an unconsolidated affiliate.
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(3) Excludes investments by KFN in residential morti-backed securities, which totaled $11.9 billion &8March 31, 2007. h
connection with its May 2007 restructuring, KFN lzsmounced that it is evaluating various alterreatito reduce these types of
investments.

New Business Initiatives

Our principal growth strategy throughout éitm's 31-year history has been to expand oustéyg private equity businesses and to enter
attractive new businesses. While most of our regemwth has come from our private equity and debiviies, we believe significant growth
opportunities exist for developing new businesgsre

Public Equity

Although our funds have historically focdsen private equity and debt investments, we haaraged investments in public equity
throughout our history. Initially, our public eguiinvestments consisted of minority and structiregstments in public companies that were
made by our private equity funds. More recently, pivate equity-oriented permanent capital fund aar two credit strategy funds have
provided us with more investment flexibility thamaditional private equity funds and an additioregbital base for making equity investments
in public companies. Using this capital base, weehzeen able to build a portfolio of public equatyd equity-linked securities that had a
market value of $1.3 billion as of March 31, 2007.

Our public equity strategies generally seeleverage the intellectual capital developethancourse of our traditional private equity
business, which may otherwise not be utilizedpfisate equity transaction is not consummated, akerpublic equity investments. We
generally invest in companies whose market pricebealieve significantly understate the qualityhwdit assets. We believe that significant
opportunities exist for us to expand our publiciggactivities and take advantage of the increasingber of suitable public equity
investments that we identify. To achieve theseltgswe recently hired additional investment persgdiwho have specialized experience in
the public equity markets.

Capital Markets Activities

Capital markets activities represent ancofymity to efficiently increase our available ist@ent capital, capture certain financing fees
otherwise paid to third parties and earn incrermengagins on committed capital. We are currentlitding this business in the United States,
Europe and Asia with the objective of increasing dimount of thirdparty capital that we are able to commit to indidbttransactions, there
growing our third-party assets under managementaptlring additional income streams. We have hésguerienced professionals with
long-standing investor relationships to help uddbtkiis business. We expect that our capital marketivities initially will focus on
syndicating to a broader base of investors a podfdhe equity that we commit to provide in oulgler private equity transactions, which we
believe will help us reduce the need to partneh tetge consortiums of private equity firms on ltgveraged buyouts, retain greater
operational control over our portfolio companies aapture a greater portion of the economics treaganerated by our private equity
investments. Over time, we may expand our capitakets activities in a manner that similarly conmpésts our other business activities. We
have not yet commenced our capital markets a@sjitout expect to do so shortly after we receivamdropriate regulatory approvals and
licenses.

Our Values

When our founders started KKR in 1976, faged buyouts were a novel form of corporate fieaiith no financial services firm to
model ourselves on and with little interest in dogyan existing formula, we sought to build a fibased on principles and values that would
provide a proper institutional foundation for yetrsome.




We believe that our success to date has laegely attributable to our culture and values.we continue to grow, our future performa
will depend on both our ability to protect and rémiaue to our culture and our willingness to hiew people with different work experienc
We believe that adhering to the following valuesritical to extending our record of success:

. Honesty. We believe that integrity is the value uponethall other values are built. We are honest with another and everyone
with whom we work outside of our firm. We investdoampanies and work with people with whom we amudrto associate ourselv

. Respect. We believe a collegial culture fostering a pgusiworking environment benefits our firm as a Wehd\ guiding principle of
our firm is to treat others as we would like totteated. We believe in the importance of being faurteous and respectful to all.

. Teamwork. We operate as a single worldwide team, workiggther to create the best outcome for our firaniovestors, the
managers with whom we partner and other stakehmlilée seek solutions that benefit the businessehiich we invest, the people
they employ and the constituencies they serve. \Wiatain a "flat" organizational structure in whicbhr people help one another
irrespective of where an issue or opportunity resigithin our firm or our offices.

. Excellence and Innovation. We strive to be the best at what we do. Weekielthat creativity is a competitive advantage and
endeavor to put innovative ideas to work to solkabfems. We are not afraid to assume prudent risks.

. Accountability. We believe in the importance of finmide accountability. If an investment does not perf, we do not point finge!
or assign blame. Rather, we collectively take rasfmlity, learn from our mistakes and improve performance as individuals and
a team.

. Fortitude. We believe in having the courage to say "ncd tteal—even at a late stage—if we become uncoattfierivith any

aspect of the transaction.

. Sharing. We share financial results throughout our fant we share the credit for our successes. Norpoerifirm claims sole
possession of any idea or successful transaction.

These values are easy to write down, bid twlive by. They are, however, a healthy antdot overconfidence, internal politics and
other behaviors that could otherwise jeopardizel@ang-term success. We do not intend to changealues or the way we conduct our
business as a result of this offering. Indeed, weald/not be proceeding with this offering if wetfedat it would move us away from our
principles. We believe that if we continue to limgthese values we will be able to maintain ouustdy leadership far into the future.

Our Strengths

We believe that we possess a number aigiine that differentiate us from other alternatigset managers and provide us with
competitive advantages for raising capital, segumvestment opportunities, obtaining financing i@nsactions, consummating investments,
creating value in our portfolio companies and gatieg attractive investment returns. These strengitiude the following:

One Firm with a Global Reach and Best-in-Class Passes

With offices in seven major financial castéocated on three continents, we are truly aajléitm. Our global and diversified operations
are supported by our sizeable capital base andigixtelocal market knowledge, which allow us toldggrapital across a number of
geographical markets in a broad range of compaimésstry sectors and asset classes. As of MarcB®&Y7, 34% of our investment
professionals were based outside the United Saaig$3% of the unrealized value of our private gqoortfolio consisted of investments in
companies outside the United States. Although perations span multiple continents and business liwe are still managed as one firm
with a common culture and are focused on




sharing knowledge, experience, resources and basiqes throughout our offices and across ouiouarinvestment classes. Our investment
processes are overseen by three committees thatteggobally, which consist of our equity investrneommittee, which reviews all
investments made by our private equity funds, @it hvestment committee, which reviews all investis made by our credit strategy
funds, and our portfolio management committee, twihionitors the performance of our private equityestments. Our founders, Henry
Kravis and George Roberts, are active membersalf ebthese committees. We believe that operating eentrally managed firm that is b
global and diversified enhances the growth andlabf our business and helps us make informecisiens across asset classes and
geographies.

Distinguished Track Record Across Economic Cyc

During our 31-year history, we have sucfidlysinvested under all types of economic and ficial conditions, developing a track record
that we believe distinguishes our firm. From owreption through March 31, 2007, our ten privateitydunds that had invested for at least
30 months had achieved a cumulative gross IRR @&%26During 2007, we were named "Best Private Bdgiitm” by Global Financeand
"European Large Buyout Firm of the Year" Byrancial News and the KKR Strategic Capital Funds were nameaatitj¢ Fund Launch of the
Year" byAlternative Investment News.

Alignment of Interests

One of our fundamental philosophies hasiltealign our interests and the interests of @apte with those of our fund investors. Since
our inception, our investment professionals, seattvisors and other executives have invested omitied to invest approximately
$1.5 billion of their personal capital in or alordgsour funds. In structuring this offering, we baought to achieve the same alignment of
interests between our unitholders and our peoptith their significant and long-term ownershipaf equity. Our principals will not
receive any of the proceeds from this offering ailticollectively own more than % of thquety in our business immediately following
this offering. To promote lonterm alignment of interests, the equity directhiratirectly held by our principals and employee# be subjec
to significant forfeiture and transfer restrictighst require such persons to remain actively eygaldy us in order to realize the full value of
their equity interests.

Experienced Investment Professionals and ContinuitiySenior Leadershij

We have built our firm with the intellectuapital of our people, and we are guided dailyh®y diversity, depth and breadth of their
collective knowledge and experience. Our 139 immesit professionals, who are led by our foundersiriHravis and George Roberts, are
supported by 19 senior advisors and 25 Capstonguttants. Our investment professionals have dematrstan ability to address the
challenges of cyclical markets by effectively adagpbur investment strategies, financial structuned operational resources to existing
market conditions, which provides us with a sigrafit competitive advantage. We have also bendfibeal a high degree of continuity in our
senior leadership.

Distinct Ability to Source Proprietary Investmen

We believe that we are able to source my@stment opportunities as a result of our intedeall generation strategies and our global
network of business relationships. Our investmeotgssionals are organized into global industrynte#hat work across our offices to
develop a list of industry themes and trends, émiifly companies that will benefit from those trerathd to determine which of those
companies would make an attractive investment. Weam members identify an investment opportunitgytieverage our network of global
relationships with the goal of winning exclusivelionited access to the investment. We believe dhatindustry focus, when combined with
our global network and the industry-




specific knowledge that we have developed over,tpnevides us with an important source of proprietavestments.
Strong Relationships With Financial Leadel

We actively cultivate our relationshipstwihajor investment banking firms and other finahici'ermediaries and are among those firms'
most significant clients. We believe that becausauo repeated and consistent dealings with thieses fand our completion of a significant
number of large transactions, we are one of tis¢ fiarties considered for potential investmentsaprdften able to obtain financing for our
transactions at attractive prices and with favarabtms.

Focus on Value Creation

We have developed an institutionalized pssdor creating value in our investments. As padur effort, we utilize the services of
Capstone Consulting, a team of operational constsltéat works exclusively with our investment gssfionals and portfolio company
management teams. In addition, we have hired sadiisors to assist us, including the former chairrar chief executive officers of
Proctor & Gamble, Wells Fargo, HSBC, Eastman Koalad¢t Accenture. Our investment professionals, seeisors and consultants work
with our portfolio companies to address financiad @perational issues in order to drive value @peatn most cases, the work initially
involves developing operating and financial methas ultimately shifts to capitalizing on businegmportunities to drive value creation over
the long term.

Long-Standing Investor Relationships

Over our 31-year history, we have establisstrong relationships with investors that hal@aadd us to raise significant amounts of
capital for investment in a broad range of assetsgs. Our fund investors consist of a diversifiedip of some of the largest public and
private pension plans, global financial instituspnniversity endowments, funds of funds and higtworth individuals, many of whom have
invested with us for decades across multiple fuhitse recently, through the listing of two of ounfls, we have expanded our investor base
to include public market investors, such as mufuiadls and hedge funds, providing us with an additicource of capital. We believe that
strength, breadth, duration and diversity of owestor relationships provide us with a significadvantage for raising capital from existing
and new sources and will help us continue to gramassets under management.

Long-Term Capital Base with a Significant Amount of Pmanent Capital

As of March 31, 2007, we had $53.4 billafrassets under management, making us one ofrifpestaindependent alternative asset
managers in the world. These assets were investagbdable for investment in private equity, dahtl public equity transactions. We have
created two listed permanent capital funds thatate to grow organically through the continuougestment and reinvestment of capital,
which we believe provides us with stability andht valuable potential source of long-term income.

Proven Ability to Innovate

We pioneered the development of the levetdyuyout and have worked throughout our historgreating innovative financing
structures that allow us to compete aggressivelyrémsactions while maintaining ongoing finandiekibility. Examples of recent innovative
financing structures include using a complex polatging program in connection with our acquisitiéTexas Genco and structuring our
acquisition of Capmark Financial Group in a marthat allowed the company to achieve an investmeadeycredit rating. More recently, ¢
ability to innovate has allowed us to grow our pan@nt capital
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base and diversify our operations through the éstabent of two permanent capital vehicles thatentie flexibility to invest across asset
classes.

Our Growth Strategy

We believe the "KKR" name is associatedwliie successful execution of many of the largedtraost complex private equity
transactions worldwide; a focus on operational @a&reation; a strong investor base; a global nétwbstrong business relationships; a
reputation for integrity and fair dealing; and atifiguished track record of generating attractivestment returns. We intend to capitalize on
the name recognition that we have developed aretdge the strength of our brand as we seek to gunwusiness.

Deliver Attractive Returns Through Strong InvestmeRerformance

We intend to adhere to the disciplined stieent approach that we have developed over oye8d history, focusing in particular on
driving value creation from the time an investmisnnade. We believe that by maintaining investnaistipline and taking a "hands-on"
approach to our investments, we will be best pmrsitd to continue to generate attractive returngdorfunds and create long-term value for
our unitholders.

Grow Globally Across Existing Asset Classes

We intend to pursue opportunities withinrticAmerica to increase the amount of managed &laghiat we are able to deploy in private
equity and debt investments, while continuing tovgour public equity business. Outside of North Aitee we intend to focus on increasing
the amount of private equity investments that w&eria Europe and Asia, while building out our dabtl public equity operations in those
regions. Since October 2005, we have raised fivefnads that received approximately $32.4 billidrcapital and capital commitments from
investors, including approximately $5.1 billionmgrmanent capital and a new $4.0 billion privateitygund that is focused on investment
opportunities in Asia.

Selectively Pursue Opportunities to Expand Our Isiment Structures and Produc

We believe that opportunities exist to degeand sponsor new investment vehicles and strestincluding co-investment vehicles, and
to raise new types of funds, such as long-orieptéaic equity funds, structured product funds amdlstry- or geography-specific funds, that
allow us to deploy a greater amount of managedalapiour investments and thereby capture a greatere of the economics generated by
these investments. To support these initiativesargecurrently developing a capital markets busimeshe United States, Europe and Asia,
which we believe will provide us with new alternegs and capabilities for distributing our investineroducts to investors worldwide and to
further broaden our investor base.

Maintain Our Long-Term Focus

We have consistently approached the manageai our business and our investments with tfa gbcreating and realizing value over
the long term and we intend to maintain this loagyt focus after we become a public company evemgthéhis may lead to increased
volatility in our results from period to period. Vde not intend to permit the short-term perspestiviesome public market investors to
influence our investment, operational or stratelgicisions, our duties or commitments to our funggtors or our focus on creating lotegm
value for our unitholders.

Why We Are Going Public

None of our existing owners is selling @eynmon units in this offering or will otherwise sdee any of the net proceeds that we raise.
Our decision to go public is based on our conclusiiat the offering will
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benefit our firm and stakeholders over the longitey enabling us to grow in a manner that compldémear businesses. In particular, we are
going public for the following reasons:

. We Want to Leverage Our Industry and Company ResbdEfforts by Building New Businesses. We believe that significant
opportunities exist for us to build new businedseteveraging the intellectual capital of our fiemd increasing the utilization of our
people. While our private equity teams conducteptti research and have developed specific viewseads and participants in their
industries, a large number of our private equifpre$ do not result in actual private equity trastems. Historically, when we were
unable to complete a private equity transactiorghmof the work that we had completed remained lineiti. With our integrated
efforts in debt and public market investing, wedavrecent years been able to leverage the watlcantacts of our private equity
teams and deploy capital behind our ideas. We\religat becoming a public company will enable ust@st more heavily behind
these activities and the ideas that we developambrmal course of our business.

. We Want to Reduce Our Reliance on Third Party Soesmf Capital. Since our inception, we have completed or anoed more
than $410 billion in private equity transactiondiile investing or agreeing to invest approximat billion of our own funds' equi
in those transactions. The balance of the financorgisted of debt and equity that was syndicatexdhers, including other private
equity firms. We recently launched a new capitatkets initiative to capture a greater share ofeb@nomics in the transactions we
originate and increase the operational controlwWetre able to exercise over our private equirgstments. We expect to expand
these capital markets activities utilizing a partf the proceeds from this offering.

. Going Public Will Provide Us with a Currency for Rential Future Acquisitions. We believe that our strong brand name in the
financial services industry will support growthdhigh acquisitions or combinations with similarlyostg franchises that will
complement our existing activities. By adding otoqucts and brand to the products of acquired compawe believe we will be
well positioned to create significant value for ataekeholders. While we do not have any currentia@tépn plans, becoming a public
company will provide us with a currency that we nugg to pursue those alternatives when attracpperunities arise.

We place a strong emphasis on our cultndecair values, and we intend to continue to opeyatdirm in the same manner we have
throughout our 31-year history. In structuring tbffering, we have sought to preserve and enhanceuwture and values by continuing the
approach we have followed over time for compengadimd managing our people. Our founders and offirgcipals do not want our people to
be advantaged or disadvantaged as a result oftitheior tenure at our firm at the time we comelétis offering.

Investment Risks

An investment in our common units involgebstantial risks and uncertainties. Some of theeraignificant challenges and risks rela:
to an investment in our partnership include:

. risks associated with our susceptibility to ecormand financial conditions;

. our dependence on our principals, including ounttars and other key personnel;

. the volatility of our net income and cash flow;

. our ability to attract, retain and motivate higtatity employees who will bring value to our opeoars;

. our ability to develop and sponsor new investmeicles and structures, including co-investmentoleb, and to raise new

types of funds;

. the strain on our resources due to the requirenudriteing a public entity;
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. the potential for our investments to underperfosrhich would cause a decline in our net income asthdlow, and coul
obligate us to repay some carried interest thapregiously received;

. competition in the asset management industry;

. the limited ability of our unitholders to influendecisions regarding our business;

. the historical returns of our funds may not bedative of the future results of our funds;

. extensive regulation of and the possibility of Eesed regulatory focus on our businesses;

. the valuation methodologies for certain assetsiinfends are subject to significant subjectivitpda
. potential conflicts of interest among our Managiaytner, its affiliates and us.

In addition, members of the U.S. Congressehintroduced legislation that would, if enactedclude us from qualifying for treatment as
a partnership for U.S. federal income tax purpaseter the publicly traded partnership rules. Sepbramembers of the U.S. Congress have
introduced legislation that would, if enacted, tie@ome received for performing investment managi@nservices as ordinary income
received for the performance of services, whichld@lso preclude us from qualifying for treatmestaapartnership for U.S. federal income
tax purposes. If any of these pieces of legislatioany similar legislation or regulation were ®dnacted and apply to us, we would incur a
material increase in our tax liability, which coukbult in a reduction in the value of our commaitsai Please see "Risk Factors" for a
discussion of additional factors you should conshifore making an investment in our common units.

Cautionary Note Regarding Historical Fund Performarce

The historical results for our private @gw@nd credit strategy funds included above maybeandicative of the future results that you
should expect from us. In particular, our fundfiifa results may differ significantly from theirsharical results for the following reasons:

. the rates of returns of our funds reflect unrealigains as of the applicable valuation date that newver be realized, which
may adversely affect the ultimate value realizednfthose funds' investments;

. you will not benefit from any value that was crehite our funds prior to your investment in our coomrunits to the extent
such value has been realized,;

. the historical returns of our funds and their fetperformance has been and will be affected by oeaonomic factors,
including factors that may not have been prevélettie periods relevant to the return data above;

. in the past few years, the rates of returns of sofair funds have been positively influenced yuaber of investments that
experienced a substantial decrease in the avemd|d) period of such investments and rapid andtutiial increases in val
following the dates on which those investments weagle, trends and rates of return that are nototegéo continue;

. our funds' returns have benefited from investm@ootunities and general market conditions that n@tyrepeat themselves,
including favorable borrowing conditions in the tefarkets, and there can be no assurance thatioent or future funds will
be able to avail themselves of comparable investimgmortunities or market conditions or that sudrket conditions will
continue; and

. we may create new funds in the future that refledifferent asset mix in terms of allocations ambangls, investment
strategies, and geographic and industry exposure.
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Our Common Units Are Not Intended for Investors with a Short-Term Focus

We have substantially grown our busineastiqularly during the past several years, duedigrtp the successful investment performa
of our funds. While we believe that the long-terravgth trends in our businesses are favorable,inantial results are subject to significant
volatility and we are unable to predict our finaigerformance from quarter to quarter or yeargaryOur asset management activities have
benefited from high levels of investments in altgive asset classes in recent years. These adévigys may continue, but they could also
decline at any time.

When managing our business, we focus glaselactual and expected changes in economic aaddial conditions and we seek to
adjust our activities in response to those devetpm In the past, changing economic and finaraaditions have led to variations in the
level of our investment activities during any peutar time period. We expect such variations taio@e future periods, which may lead to
significant volatility in our net income and casbvi from period to period. However, we believe thgtcontinuing to adhere to the disciplil
investment approach that we have developed oveBDbyear history rather than focusing on short-térmancial results, we will be best
positioned to continue to grow and prosper ovelldhg term. We also believe that continuing todwllour long-term investment philosophy
will allow us to continue to build the value of éaaf our existing portfolio companies, whether ot such growth produces distributable cash
flow in a particular period. Because of the nawfreur businesses and our long-term focus, our comumits should be purchased only by
investors who expect to remain unitholders for @emded period of time.
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Organizational Structure

The following diagram illustrates the owstd@p and organizational structure that we will hapen the completion of this offering.
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Notes:

* Except for KKR Management Holdings Corp., all éatitare taxable as partnerships for U.S. fedecalnire tax purposes. KKR
Management Holdings Corp. will be taxable as a @@tion for U.S. federal income tax purposes. Fdisaussion of pending
legislation that may preclude us from qualifying fieatment as a partnership for U.S. federal inetem purposes, see "Risk
Factors—Risks Related to Our Business—Legislatamiieen introduced that would, if enacted, preclisdfeom qualifying as a
partnership for U.S. federal income tax purpodehis or any similar legislation or regulation o be enacted and apply to us, we
would incur a material increase in our tax liagilihat could result in a reduction in the valueof common units."

i In connection with the Reorganization Transactitims,Group Partnerships will not acquire any irgesén the 1996 Fund or the
general partners of the 1996 Fund, and will acqoiilg an economic (but not controlling) interesthe general partner of the KKR
Private Equity Investors master fund. The KKR Greopsists of the management companies for our fuhdsgyeneral partners of the
1996 Fund and subsequently formed private equitdduthe general partners of two entities that titomes the KKR Strategic Capital
Funds and the consolidated subsidiaries of theyfing and is our predecessor for accounting pugpdee "Organizational
Structure—The KKR Group."

**  \We have not yet commenced our capital marketsiieybut expect to do so shortly after we receiV@ppropriate regulatory
approvals and licenses.

Reorganization Transactions

We are a Delaware limited partnership. Asdmmonly the case with limited partnerships, marntnership agreement provides for the
management of our business and affairs by a geparaler rather than a board of directors. Our gaartner, which we refer to as our
Managing Partner, is controlled by Henry Kravis &ebrge Roberts, our founders, and will have adobdirectors that is co-chaired by our
founders and officers that are appointed by itgddslessrs. Kravis and Roberts will serve as Coe€Chkecutive Officers of our Managing
Partner. Upon completion of this offering, the kbauill consist of a majority of independent diret@nd will have an audit committee and a
conflicts committee each composed entirely of iredefent directors. Our Managing Partner will notdham economic interest in our
partnership except for one common unit.

Prior to the completion of this offeringewill complete a series of transactions, whichrefer to as the Reorganization Transactions,
pursuant to which our business will be reorganinéal a holding company structure. After the comipleof the Reorganization Transactions,
our business will be conducted through two limipedtnerships, which we refer to as the Group Pestries, as described below. We will
control the business and affairs of the Group Rastrips, and we will be entitled to a pro rata slwdrtheir assets, liabilities, profits, losses
and distributions. As a result, we will become plagent company for the Group Partnerships andubkibsses that they conduct.

Each Group Partnership will have an idettimimber of partner interests and, when held tmgebne partner interest in each of the
Group Partnerships will represent a Group Partigrstit. We will indirectly hold a number of Grolartnership units that is equal to the
number of our outstanding common units, and thartza of the outstanding Group Partnership unit&llyi will be owned by KKR
Holdings, which is owned by our founders, princgpahd certain of our former personnel and contldie our founders. Accordingly, we w
indirectly own % of the outstanding Grdegrtnership units upon the completion of this rrfig and KKR Holdings will own the
remaining % of the outstanding Group Raghip units. See "—About KKR Holdings." Exceptiwitspect to priority distributions for
the benefit of unitholders as described under 'tibistion Policy," all of the Group Partnership witill confer the same rights on the holders
thereof and holders of Group Partnership units gaiyewill be entitled to receive equivalent distutions pro rata based on their partner
interests in the Group Partnerships.

16




Following the Reorganization Transactiadhs, Group Partnerships will own the following compats of our historical businesses:

. controlling and economic interests in the manage¢mempanies that provide management and othercgstd our funds;

. controlling and economic interests in the geneaatners of our traditional private equity fundsiertthan the 1996 Fund and our
earlier funds; and

. an economic (but not controlling) interest in tlemgral partner of the KKR Private Equity Investoraster fund.

The Group Partnerships will not acquireoélihe interests in the KKR Group, our predecefsoaccounting purposes, in connection
with the Reorganization Transactions and, accofginige combined financial statements of the KKR@r may not be indicative of the
results of operations and financial condition thatwill have following the completion of this offag. The KKR Group consists of the
management companies for our funds, the generalgrarof the 1996 Fund and subsequently formedf@igquity funds, the general partt
of two entities that constitute the KKR Strateg@p@al Funds and the consolidated subsidiariesefdregoing.

In addition to the "principals’ interestlat will result from KKR Holdings' ownership of Qip Partnership units, certain minority
investors who have been or are involved in ourrmss also will retain economic interests in somallasf the above entities following the
completion of the Reorganization Transactions. €hesained interests, which will be accounted fofreon-controlling interests in
consolidated entities," will consist of:

. economic interests in the general partners of onsalidated private equity funds that will entitiertain principals and former
principals to % of the capital investeddryon behalf of those general partners beforedmepletion of the offering and any
profit thereon;

. interests in our management company for our priegtéty funds and the general partners of our dateted funds that will entitle
certain minority investors to % of the mcome earned by the management company and % of the carried interest recei\
by those general partners with respect to the fundestments for a specified period of time; and

. a 35% interest in the management company for aditcstrategy funds that will allocate to other niems of that management
company their share of the management companylacane.

Distributions to Existing Owners and Unitholders

For the year ended December 31, 2006 anthtee months ended March 31, 2007, we distribfte@6 billion and $318.8 million,
respectively, to our existing owners. Prior to thifering, we intend to make one or more cash arkind distributions to certain of our
existing owners representing substantially allhef tash-on-hand and certain personal propertyeafidnagement company for our private
equity funds. If the offering had occurred on Magdh 2007, we estimate that the aggregate amouwntadf distributions would have been
$ million. However, the actual amouhsoch distributions will depend on the amounthe thanagement company's cash-on-hand at
the time of the offering.

Following this offering, we intend to maffearterly cash distributions to our unitholdersmounts that in the aggregate are expected to
constitute substantially all of our adjusted cdetvffrom operations each year in excess of amadettsrmined by our Managing Partner to be
necessary or appropriate to provide for the condfiour business, to make appropriate investmentsii business and our funds, to comply
with applicable law, any of our debt instrument®otiter agreements or to provide for future distiins to our unitholders for any one or
more of the ensuing four quarters. The partnerapipements of the Group Partnerships will provide tintil , our principals
will not receive
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distributions, other than tax distributions, inpest of Group Partnership units held by KKR Holdingth respect to a given year unless and
until our unitholders receive aggregate distribogiof $ per common unit on an annuallzasis for such year. After , all
the income of the Group Partnerships will be distiéd pro rata to holders of Group Partnershipstinibccordance with their respective
partner interests. See "Distribution Policy."

Exchange Agreement

In connection with the offering, we willten into an exchange agreement with KKR Holdingspant to which KKR Holdings and
certain of its transferees may up to four timeshagar exchange Group Partnership units held by ftegether with corresponding special
voting units) for our common units on a one-for-tmasis. The Group Partnership units are also sutgeransfer restrictions, and will not be
exchangeable before

Tax Receivable Agreement

The acquisition by our intermediate holdammpany of Group Partnership units from KKR Holgfins expected to result in an increase
in our intermediate holding company's share otéixebasis of the tangible and intangible assekkd® Management Holdings L.P., primar
attributable to a portion of the goodwill inherémbur business, that would not otherwise have laemilable. This increase in tax basis may
increase depreciation and amortization for U.Sefabincome tax purposes and therefore reducentioeiiat of income tax that our
intermediate holding company would otherwise baiiregl to pay in the future. We will enter into & teceivable agreement with KKR
Holdings requiring our intermediate holding compamypay to KKR Holdings or transferees of its GrdRartnership units 85% of the amount
of cash savings, if any, in U.S. federal, statelandl income tax that the intermediate holding pamy actually realizes as a result of this
increase in tax basis, as well as 85% of the amafusmty such savings the intermediate holding comctually realizes as a result of
increases in tax basis that arise due to paymeuksruhe tax receivable agreement. See "CertaiatiBeships and Related Party
Transactions—Tax Receivable Agreement.”

About KKR Holdings

Our principals and certain former persomwi#lihold equity interests in our business throl)kR Holdings, which will hold the Group
Partnership units not held by us. As a result,etindividuals will receive financial benefits froour business in the form of distributions and
payments received from KKR Holdings and the apptéan in the value of the Group Partnership uthigg KKR Holdings owns. The Group
Partnership units held by KKR Holdings will be sedtjto applicable transfer restrictions, and wilt be exchangeable for our common units
before .
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Common units offered by t

Common units to be outstanding after
the offering

Use of proceeds

Voting rights; special voting units

Distribution policy

The Offering

common units

common units (or common unitalifGroup Partnership units, other than
those held by us, are exchanged for newly-issuathwan units on a one-for-one
basis).

We estimate that we will receive approximately $ of net proceeds from this
offering after deducting estimated underwritingcdisnts and offering expenses, or
$ if the underwriters exercise in full itheption to purchase an

additional common units from us. We imtéa contribute the net proceeds we
receive from the offering to the Group Partnersirpsxchange for newly issued
units in the Group Partnerships. The Group Partigssare expected to use
approximately % to % of the net pextethat they receive from us to grow
our existing business, approximately % to % of the net proceeds to expand
into new related businesses, approximately to% % of the net proceeds to
make additional capital commitments to our fundd partfolio companies, and
approximately % to % of the net pexdt® for general corporate purposes.
None of our principals are selling any common uaitsvill otherwise receive any 1
the net proceeds from this offerir

Our Managing Partner, which serves as our solergepartner, will manage all of
our business and affairs. You will not hold sedesiof our Managing Partner. Unli
the holders of common stock in a corporation, yduhave only limited voting
rights relating to certain matters affecting yawéstment and you will not have the
right to elect or remove our Managing Partner @ditectors, who will be appointed
by certain of our senior principa

Immediately following this offering, KKR Holdingsyhich is owned by our
principals and certain of our former personnel eoitrolled by our founders, will
beneficially own % of the equity in our businels&R Holdings will also hold an
equivalent amount of special voting units in ourtparship, which will entitle it to
cast an equivalent number of votes on those fevensathat may be submitted to a
vote of our unitholders. Due to the foregoing, fmumders generally will have
sufficient voting power to determine the outcomeawny matter that may be submit
to a unitholder vote. See "Description of Our Parship Agreement—Meetings;
Voting."

We intend to make quarterly cash distributionsuoumnitholders in amounts that in
the aggregate are expected to constitute subdiprtileof our adjusted cash flow
from operations each year in excess of amountsrdated by our Managing Partner
to be necessary or appropriate to provide for tmelact of our business, to make
appropriate investments in our business and ouwtsfuto comply with applicable la
any of our debt instruments or other agreements provide for future distributions
to our unitholder:
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Priority distributions for the benefit of
unitholders prior to

for any one or more of the ensuing four quartéfs.expect that our first quarterly
distribution will be paid in in respeaftthe period from the completion of this
offering through . Because will not know what our available
adjusted cash flow from operations will be for amar until the end of such year, we
expect that our first three quarterly distributiamsespect of any given year will
generally be smaller than the final quarterly disttion in respect of such ye:

Our distribution policy reflects our belief thdistributing substantially all of our
adjusted cash flow from operations will providensparency for our unitholders and
impose on us an investment discipline with respethe businesses and strategies
that we pursue. The actual amount and timing dfidigions on our common units
will be subject to the discretion of our ManagiraytRer's board of directors, and we
cannot assure you that we will in fact make disttidns as intended, or at all. See
"Distribution Policy."

We are a holding company and will have no matasaets other than our ownership
of Group Partnership units held directly and indiiyethrough our direct subsidiary,
KKR Management Holdings Corp., which we refer tmasintermediate holding
company. We intend to cause the Group Partnershipeke distributions on the
Group Partnership units in order to fund any disttions that we may declare on our
common units. If the Group Partnerships make sugthitsitions, holders of Group
Partnership units generally will be entitled toa®e equivalent distributions pro rata
based on their partner interests in the Group Pesttiips, except as described under
"—Priority distributions for the benefit of unitholdeprior to ‘

If distributions from the Group Partnerships wbatherwise be insufficient to cover
the tax liabilities of a holder of a Group Partidpsunit, the partnership agreemen
each Group Partnership will provide for tax distitibns to the holders of Group
Partnership units. Generally, these tax distrimstiwill be computed based on our
estimate of the net taxable income of the relepantnership allocable to a holder of
a Group Partnership unit multiplied by an assunagdate equal to the highest
effective marginal combined U.S. federal, state lagdl income tax rate prescribed
for an individual or corporate resident in New YoRew York (taking into account
the nondeductibility of certain expenses and thaatter of our income). A portion
of any such tax distributions received by us, fie&trounts used by our subsidiaries
to pay their tax liability, will be distributed twur unitholders. Such amounts are
generally expected to be sufficient to permit ous Uinitholders to fund their
estimated U.S. tax obligations (including any fedlestate and local income taxes)
with respect to their distributive shares of nebime or gain, after taking into
account any withholding tax imposed on us. We caassure you that, for any
particular unitholder, such distributions will befficient to pay the unitholder's
actual U.S. or nc-U.S. tax liability.

The partnership agreements of the Group Partners¥ilp
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Distributions prior to this offering

Exchange rights relating to Group
Partnership units

Tax receivable agreement

provide that until , the distributions of tBeoup Partnerships each year will be as

follows:

. first, to our partnership and our intermediate h@ccompany until sufficiel
amounts have been so distributed to permit us teeraggregate
distributions to our unitholders of $ germmon unit on an annualized
basis for such yea

. second, to the other holders of Group Pastriprunits until an equivalent
amount on a per unit basis has been distributedab other holders for su
year; anc

. thereafter, pro rata to all holders of Gr&grtnership units in accordance
with their respective percentage intere

Accordingly, until , our princigaWwill not receive distributions, other than

tax distributions, in respect of Group Partnershifis held by KKR Holdings with

respect to a given year unless and until our uldthrs receive aggregate distributic
of $ per common unit on an annualized$fsi such year. We do not intend to
maintain this priority distribution after . After , all the income of the Grc

Partnerships will be distributed pro rata to hoddefr Group Partnership units in

accordance with their respective partner inter

Prior to thoffering, we intend to make one or more cashiaskind distributions to
certain of our existing owners representing suliitiyall of the cash-on-hand and
certain personal property of the management comfargur private equity funds. If
the offering had occurred on March 31, 2007, werese that the aggregate amount
of such distributions would have been $ imiilliHowever, the actual amount of
such distributions will depend on the amount ofrtienagement company's cash on
hand at the time of the offerin

Prior to this offering, we will enter into an ésange agreement with KKR Holdings

in connection with the Reorganization Transactipmsuant to which KKR Holding

or transferees of its Group Partnership units najoufour times each year (subject
to the terms of the exchange agreement) exchangep@artnership units held by

them (together with corresponding special votingsrior our common units on a

one-for-one basis, subject to customary convenmsimadjustments for splits, unit

distributions and reclassifications. The Group ®Ranghip units are also subject to
transfer restrictions, and will not be exchangedlatore . We have not yet
determined how any such future exchange will b@aated for in our consolidated
financial statement:

The acquisition by otarinediate holding company of Group Partnershitsun
from KKR Holdings or transferees of its Group Parghip units from time to time
pursuant to the exchange agreement is expectesdt in an increase in our
intermediate holding company's share of the taiskiE#she tangible an
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Risk factors

Proposed New York Stock Exchange synr

intangible assets of KKR Management Holdings LpAmarily attributable to a
portion of the goodwill inherent in our businessttwould not otherwise have been
available. This increase in tax basis may incréfmsdax purposes) depreciation and
amortization and therefore reduce the amount afrimetax that our intermediate
holding company would otherwise be required to ipathe future. This increase in
tax basis may also decrease gain (or increasedadsiture dispositions of certain
capital assets to the extent tax basis is allodatétbse capital assets. We will enter
into a tax receivable agreement with KKR Holdingguiring our intermediate
holding company to pay to KKR Holdings or transéeyef its Group Partnership
units 85% of the amount of cash savings, if any)i8. federal, state and local
income tax that the intermediate holding companyally realizes (or is deemed to
realize, in the case of an early termination payrbgrour intermediate holding
company or a change of control) as a result ofitltigease in tax basis, as well as
85% of the amount of any such savings the interatediolding company actually
realizes (or is deemed to realize) as a resuli@klses in tax basis that arise due to
future payments under the tax receivable agreemdthbugh we are not aware of
any issue that would cause the IRS to challenge hdsis increase, our existing
owners will not reimburse us for any payments pasly made under the tax
receivable agreement if such tax basis increase swarcessfully challenged by the
IRS. In the event that other of our current or fatsubsidiaries become taxable as
corporations and acquire Group Partnership unitearfuture, or if we become
taxable as a corporation for U.S. federal incomeptarposes, we expect that each
will become subject to a tax receivable agreemeéttt substantially similar terms.
See "Certain Relationships and Related Party Tctiosgs—Tax Receivable
Agreement.’

See "Risk Factors" for a discussion of risks gbauld carefully consider before
deciding to invest in our common uni

"KKR"
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In this prospectus, unless otherwise inditathe number of common units outstanding anather information that is based thereon
does not reflect:

. common units issuable upon exchange of Group RaHipeunits that will be held by KKR Holdings oatrsferees of its Group
Partnership units following the completion of thedRyanization Transactions, which Group Partnenshits (together with a
corresponding amount of special voting units) aghangeable up to four times each year for our comumits on a one-for-one
basis, subject to customary conversion rate adprsisrfor splits, unit distributions and reclassifions and compliance, as well as
significant transfer restrictions, and will therefmot be exchangeable before ;

. common units that are issuable upon exercise afiiderwriters' option to purchase additional commuoits from us;

. unvested restricted common units that we intergtant to employees who are not our principals atitne of this offering under our
2007 Equity Incentive Plan; and

. additional common units that have been reserve$oiance under our 2007 Equity Incentive Plan.

KKR & Co. L.P. was formed as a Delawareitéd partnership on June 25, 2007. Our ManagingnBawas formed as a Delaware
limited liability company on June 25, 2007. Oumgipal executive offices are located at 9 West Sitket, 42nd Floor, New York, New
York 10019, and our telephone number is (212) 735008 Our website is located at www.kkr.com. Theinfation on our website is not part
of this prospectus or the registration statementlath this prospectus forms a part and is notd@inorporated by reference into either such
document.
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Summary Historical Financial Data

The following summary historical combineaiaincial information and other data of the KKR Gualhould be read together with
"Organizational Structure," "Unaudited Pro Formadficial Information,” "Selected Historical Finaridata," "Management's Discussion
and Analysis of Financial Condition and Result©pkrations" and the historical predecessor combinadcial statements and related notes
included elsewhere in this prospectus. We deritiedstmmary historical combined financial data efkiKR Group as of December 31, 2005
and 2006 and for the years ended December 31, 2008, and 2006 from our audited predecessor comlfinancial statements included
elsewhere in this prospectus. We derived the sumhiatorical combined financial data of the KKR @poas of and for the three months
ended March 31, 2006 and 2007 from our unauditedgmessor combined financial statements whichnateded elsewhere in this
prospectus. The KKR Group consists of (i) the managnt companies for our funds, (ii) the generaineas of the 1996 Fund and our
subsequently formed private equity funds, (iii) deneral partners of two of the entities that dtutstthe KKR Strategic Capital Funds and
(iv) the consolidated subsidiaries of the foregoifige KKR Group is considered our predecessordooanting purposes and its combined
financial statements will be our historical finaalcstatements following the Reorganization Trarieastand this offering. We will not acquire
all of the interests in the KKR Group in connectioith the Reorganization Transactions and, accgtdjrthe combined financial statements
of the KKR Group may not be indicative of the réswf operations and financial condition that wéd tvave following the completion of this
offering.

Three Months Ended
Year Ended December 31, March 31,

2004 2005 2006 2006 2007

($ in thousands)

Statements of Income Data

Revenue:
Fee income $ 183,46: $ 232,94 $ 410,32¢ $ 93,79¢ $ 68,84(
Expenses
Employee compensation and ben¢ 69,95¢ 79,64 131,66° 22,60: 27,34:
Occupancy and related char¢ 10,68¢ 13,53 19,29¢ 6,482 4,62¢
General, administrative and ot 36,93: 54,33¢ 78,15« 15,93 31,55¢
Fund expense 16,47( 20,77¢ 38,35( 4,77¢ 16,81(
Total expense 134,04! 168,29: 267,46¢ 49,79t 80,33«
Investment Income
Net gains from investment activiti 3,026,39 2,984,50. 3,105,52: 933,40’ 1,482,05.
Dividend income 14,61: 729,92t 714,06 51,72t 19,47:
Interest incom 54,06( 27,16¢ 210,87 11,11¢ 68,26¢
Interest expens (529 (697) (29,547 (1,36¢€) (15,599
Total investment incom 3,094,54. 3,740,89! 4,000,92: 994,88! 1,554,20.

Income before non-controlling interes
in income of consolidated entities ani

income taxe: 3,143,96I 3,805,55: 4,143,78! 1,038,88: 1,542,70

Non-controlling interests in income ol

consolidated entitie 2,364,30! 2,861,18I 3,026,91. 777,50" 1,161,16;

Income before taxe 779,65: 944,36 1,116,87. 261,38 381,54!

Income taxe: 6,26¢ 2,90( 4,16: 767 627
Net income $ 773,38t $ 941,46 $ 1,112,70¢ $ 260,61t $ 380,91¢
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Statements of Financial Condition
Data (period end):

Total asset $ 13,369,41 $  23,292,78 $  25,887,30
Total liabilities 418,77¢ 1,281,92. 2,079,73.
Non-controlling interests in consolidate

entities 11,413,88 20,201,54 21,907,78
Total partners' capit: 1,536,74 1,809,31. 1,899,78!
Statement of Cash Flow Data

Net Cash Provided By (Used |

Operating Activities $ 1,799,76 $ (106,449 $ (5,531,14) $ 390,58: $ (593,269

Net Cash Used in Investing Activiti $ (2,575 $ (5,059 $ (130,110 $ (2,93) $ (71,43

Net Cash (Used in) Provided I
Financing Activities $ (1,737,50) $ 134,27. $ 5,657,95. $ (403,97) $ 668,87

Other Data:

Total Segment fee related earnings $ 58,79C $ 89,61 $ 197,06. $ 38,28¢ $ 64,22¢
Adjusted cash flow from operations| 716,97¢ 666,75" 1,108,87. 411 ,55¢ 161,55¢
Assets under management (period € 15,147,30 23,350,70 43,873,40 22,294,00 53,418,20
Private equity dollars invested( 2,065,60: 2,913,42 6,661,69! 1,183,95 1,748,60.
Uncalled private equity commitments

(period end)(4 4,846,50! 7,341,601 17,597,40 18,639,90 21,334,60

@) "Total segment fee related earnings"” is the aggeegfaa profit measure that is reported by our temortable business segments. See

"Management's Discussion and Analysis of FinarnCidition and Results of Operations—Key Operating Berformance
Measures—Segment Operating and Performance MeasbessRelated Earnings" and Note 9 to the auditedgmessor combined
financial statements included elsewhere in thispectus. The difference between total segmentlated earnings and income bel
taxes presented in accordance with generally aedegatcounting principles in the United States, AAB, is that total segment fee
related earnings represents income before taxestadjto (i) exclude the expenses of consolidatedd, (ii) include management fe
earned from consolidated funds that were eliminatembnsolidation, (iii) exclude investment incormed (iv) exclude non-controlling
interests in income of consolidated entities.

Management uses total segment fee related earasngsupplemental non-GAAP measure of operatirfgnoeance. Management
makes operating decisions and assesses the penfmegrofiour business based on financial and operatigtrics and data that are
presented without the consolidation of any of awestment funds. Our current operations are manbggseld in part on total segment
fee related earnings, which consist primarily @& thanagement, transaction and monitoring feesstbaarn as the sponsor of our
private equity funds and the management fees, tiveefees and carried interest, as applicable,weagarn as the sponsor of our cr
strategy funds, after payment of our operating agps. It has been and remains a key objectiverdirouto maximize total segment
fee related earnings, because those amounts gisdfgtt our profits. As a public entity, we wilbatinue to focus on positive fee
earnings generation and use total segment feededarnings levels to make operating decisionsaaséss the performance of our
business, because those amounts will directly &ffecreturns to our investors. However, unlikeinebme presented in accordance
with GAAP, a limitation of total segment fee reldtearnings is that it is not a complete view of ante that will ultimately accrue to
investors as it excludes investment income andresgeeof consolidated funds and their respectiveagement companies, which
could be significant.
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The following table presents a reconciliation of tatal segment fee related earnings to incomerbdfixes calculated in accordal
with GAAP for the periods indicated. Total segmfes related earnings should not be consideredlatien or as an alternative to
income before taxes.

Year Ended December 31, Three Months Ended March 31,

2004 2005 2006 2006 2007

($ in thousands)

Total segment fee

related earning $ 58,79( $ 89,61: $ 197,06. $ 38,28¢ $ 64,224
Investment incom 3,094,54. 3,740,89! 4,000,92. 994,88! 1,554,20.
Non-controlling

interests in income of

consolidated entitie (2,364,30) (2,861,18)) (3,026,91) (777,509 (1,161,16)
Expenses of
consolidated fund (9,947) (11,319 (22,339 (3,25)) (149)

Fee income (earned
from) paid to
consolidated fund 56¢ (13,645 (31,869 8,96¢ (75,569

Income before taxe $ 779,65, $ 944.36° $ 1,116,87. $ 261,38 $ 381,54!

(2) "Adjusted cash flow from operations" is a suppletaknon-GAAP measure that we use to assess liguagiti amounts available for
distribution to our equity holders. See "DistritautiPolicy." Under GAAP, a significant number of aavestment funds have been and
will continue to be consolidated in our financitdtements notwithstanding the fact that we holg @nininority economic interest in
these funds. Consequently, our historical predecessnbined financial statements reflect, and ature consolidated financial
statements will continue to reflect, the cash flmfsur consolidated funds on a gross basis rdttaer the cash flows attributable to

Adjusted cash flow from operations is intendedetitect the actual cash flow attributable to us snelqual to cash flow from
operations presented in accordance with GAAP, &fju® exclude cash flow relating to (i) the invesnt activities of our
consolidated funds, (i) the realized and unredlimeome attributable to non-controlling intereist®ur consolidated funds and

(iif) changes in our operating assets and liab#itiWe believe that adjusted cash flow from openatprovides investors with useful
information with respect to cash flows relatingotor required capital investments and our abilitynake annual cash distributions in
accordance with our distribution policy. Howevatjusted cash flow from operations should not besimered in isolation or as an
alternative to cash flow from operations or incdmeéore taxes presented in accordance with GAAP.
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(4)

The following table presents a reconciliation of adjusted cash flow from operations to our nehdased in) provided by operatil
activities presented in accordance with GAAP far pleriods indicated.

Three Months Ended
Year Ended December 31, March 31,

2004 2005 2006 2006 2007

($ in thousands)

Net Cash Provided By (Usec

In) Operating Activities $ 1,799,76° $ (106,449 $ (5,531,14) $ 390,58. $ (593,26
Change in operating assets .

liabilities (124,626 10,28( 74,001 85,23( (136,549
KKR Funds related investme

and cash activitie (1,577,74) 907,29: 6,475,17 (379,406 776,37
Net realized gains @

investments 2,932,80: 1,567,31. 3,244,93. 1,651,34 417,99

Change in unrealized (gains
losses on investments
allocable to non-controlling

interests 37,18¢ 1,142,48 (143,24 (566,99)) 844,69!
Non-controlling interests in

income of consolidated entiti (2,364,30) (2,861,18)) (3,026,91) (777,509 (1,161,16)
Other no-cash adjustmen 13,89¢ 7,02 16,06: 8,30¢ 13,471

Adjusted cash flow from
operations $ 716,97¢ $ 666,75! $ 1,108,87. $ 411,55¢ $ 161,55¢

"Private equity dollars invested" is the aggregat®munt of capital invested by our private equityds and carry-paying co-investment
vehicles in private equity transactions. Such anwintlude both capital contributed by fund investand carry-paying co-investors
with respect to which we are entitled to a carifedrest and capital contributed by us as the gg¢partner of a private equity fund
with respect to which we are entitled to returnsegated on the invested capital. From our incegtioough March 31, 2007, our first
ten traditional private equity funds (representtigof our private equity funds that have investedat least 30 months) achieved a
multiple of invested capital of 2.7x the amountapital they invested in private equity investments

"Uncalled private equity commitments" representumaied commitments by limited partners of our tiad#l private equity funds to
contribute capital to fund the purchase price t@aie for future portfolio company investments magehe funds. Such amounts do
not include capital of our private equity-orienfgermanent capital fund or our credit strategy futhds may be used to make private
equity investments.
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Summary Pro Forma Financial Data

The following table presents our summanydemsed unaudited pro forma financial data, whahtheen derived from the unaudited pro
forma financial information included under "UnawditPro Forma Financial Information.” This data gipeo forma effect to the
Reorganization Transactions, this offering andgaations relating to this offering, all as desadib@der "Unaudited Pro Forma Financial
Information,” as if such transactions had occunedanuary 1, 2006 for purposes of the unauditedggma statement of income data and as
of March 31, 2007 for purposes of the unauditedfprma statement of financial condition.

The pro forma adjustments principally géféect to the Reorganization Transactions, theiaktion of the consolidated financial results
of the general partners of the 1996 Fund, the dslmiation of the KKR Private Equity Investors nedund and its general partner, and
other transactions described under "Unaudited Brm& Financial Information."

These adjustments are based on availatdariation and upon assumptions that our managebsdieives are reasonable in order to
reflect, on a pro forma basis, the impact of t@sactions described above. The adjustments acaltEsin more detail in the notes to the
unaudited pro forma statements of income and thedited pro forma statement of financial conditiociuded under "Unaudited Pro Forma
Financial Information." Because information relgtio these transactions is currently not deterni@abis data is subject to completion and
may change. In addition, this pro forma financialadhas been included for informational purposég amd does not purport to reflect the
results of operations or financial position thatwaohave occurred had the transactions referredbéwe occurred on the dates indicated ol
we operated as a public company during the pepoesented or for any future period or date.

Year Ended Three Months Ended
December 31, 2006 March 31, 2007

($ in thousands)
Pro Forma Statements of Income Data

Revenues
Fee income $ $

Expenses
Employee compensation and bene
Occupancy and related charg
General, administrative and otf
Fund expense

Total expense

Investment Income
Net gains from investment activiti
Dividend income
Interest incom:
Interest expens

Total investment incom

Income before non-controlling and principals' iets in income of
consolidated entities and income ta

Non-controlling interests in income of consolidateditég

Principals' interests in income of consolidatedtierst
Net income
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Net Income Per Common Un
Basic
Diluted

Weighted Average Common Units
Basic
Diluted

Pro Forma Statement of Financial Condition Data:

Total asset

Total liabilities

Non-controlling interests in consolidated entit
Principals' interests in consolidated enti
Total partners' capit:
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Year Ended
December 31, 2006

Three Months Ended
March 31, 2007

As of
March 31, 2007

($ in thousands)




RISK FACTORS

An investment in our common units involves risks. 8hould carefully consider the following informoat about these risks, together
with the other information contained in this prospes, before investing in our common units.

Risks Related to Our Business

Difficult market conditions can adversely affect obusiness in many ways, including by reducing thalue or performance of the privai
equity, debt and public equity investments that mvanage or by reducing the ability of our funds taise or deploy capital, each of which
could negatively impact our net income and cashviland adversely affect our financial condition.

Our business is materially affected by d¢thos in the financial markets and economic canda throughout the world, such as interest
rates, availability of credit, inflation rates, @@mic uncertainty, changes in laws (including laelating to taxation), trade barriers,
commodity prices, currency exchange rates and alsrdnd national and international political ciratemces (including wars, terrorist acts or
security operations). These factors are outsideontrol and may affect the level and volatilitysefcurities prices and the liquidity and the
value of investments, and we may not be able ay choose not to manage our exposure to thesétiomsd The market conditions
surrounding each of our businesses, and in paaticur private equity business, have been quiteréble for a number of years. Market
conditions may not continue to be as favorable.example, the cost of financing leveraged buyarigactions by issuing high-yield debt
securities in the public capital markets has rdgéntreased significantly. If conditions in theldenarkets do not become more favorable to
us in the near term, we may need to rely on firamcommitments provided directly by investment tsaakother sources in order to
consummate pending transactions or finance futaresactions. Such financing may be significantlyenmostly, with terms that may be
significantly more restrictive, than financing theas, until recently, available to us in the pulgipital markets. More costly and restrictive
financing may adversely impact the returns of eweraged buyout transactions and, therefore, aglyeaiffect our results of operations and
financial condition. In addition, in the event opeolonged market downturn, our business couldffeet@d in different ways. Our profitabili
may also be adversely affected by our fixed coststhe possibility that we would be unable to séaek other costs within a time frame
sufficient to match any decreases in net inconmegirg) to changes in market and economic conditions.

Our funds may be affected by reduced opipities to exit and realize value from their inveshts and by the fact that we may not be
able to find suitable investments for the fundsffectively deploy capital, which could adversefieat our ability to raise new funds. During
periods of difficult market conditions or slowdowinsa particular sector, companies in which we gtweay experience decreased revenues,
financial losses, difficulty in obtaining accesditancing and increased funding costs. During suetiods, these companies may also have
difficulty in expanding their businesses and ogeret and be unable to meet their debt service atitigs or other expenses as they become
due, including expenses payable to us. In additiaring periods of adverse economic conditionspves have difficulty accessing financial
markets, which could make it more difficult or ingsible for us to obtain funding for additional isttents and harm our assets under
management and operating results. A general medwenturn, or a specific market dislocation, mayufe lower investment returns for our
funds, which would adversely affect our net incofgrthermore, such conditions would also increheeisk of default with respect to
private equity, credit and public equity investnsetitat we manage.

Our earnings and cash flow are highly variable dte the nature of our business and we do not intetlodorovide earnings guidance, each
of which may cause the price of our common unitslte volatile.

Our earnings are highly variable from geatb quarter due to the volatility of investmesiturns of most of our funds and other
investment vehicles and the fee income earned fnoniunds. We recognize earnings on investmentaiirfunds based on our allocable st
of realized and unrealized gains (or
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losses) reported by such funds, and a declinealizesl or unrealized gains, or an increase inzedlor unrealized losses, would adversely
affect our net income. Fee income, which we recogymihen contractually earned, can vary due todhtadns in assets under management,
the number of investment transactions made byunotd and the number of portfolio companies we manéfe may also experience
fluctuations in our results from quarter to quadae to a number of other factors, including charigehe amount of dividends or interest
earned in respect of investments, changes in aenatipg expenses, the degree to which we encoooiepetition and general economic and
market conditions. Such variability may lead toiahility in the trading price of our common unitsdacan cause our results for a particular
period not to be indicative of our performancedtufe periods. It may be difficult for us to achéesteady growth in net income and cash flow
on a quarterly basis, which could in turn leadaigé adverse movements in the price of our commiis ar increased volatility in our
common unit price generally.

The timing and receipt of carried interfestn our private equity funds are unpredictable asiticontribute to the volatility of our cash
flows. Carried interest from private equity investms depends on our funds' performance and opgieesifor realizing gains, which may be
limited. It takes a substantial period of timedertify attractive private equity investment oppoities, to raise all the funds needed to make
an investment and then to realize the cash valuetfer proceeds) of an investment through a saleljc offering or other exit. Even if a
private equity investment proves to be profitalilejay be several years before any profits carebézed in cash. We cannot predict when, or
if, any realization of investments will occur. levwvere to have a realization event in a particglearter, the event may have a significant
impact on our cash flows during the quarter thay mat be replicated in subsequent quarters. A dedii realized or unrealized gains, or an
increase in realized or unrealized losses, wowleely affect our investment income, which couldter increase the volatility of our
quarterly results. In addition, in our traditiomaivate equity funds, if the performance of oneéhaf fund's later investments results in the fund
failing to achieve overall profitability over thigd of the fund, we may be obligated to repay axgess profits previously distributed to us in
respect of a carried interest. This may requireescgpayment of carried interest previously received

Because our earnings and cash flow carigt#ytvariable from quarter to quarter and yeaye¢ar, we do not plan to provide any
guidance regarding our expected quarterly and dropgaating results and cash flows. The lack oflgnce may affect the expectations of
public market analysts and could cause increaskdility in the price of our common units.

We depend on our founders and other key persontte, loss of whose services would have a materialemgle effect on our business,
results and financial condition.

We depend on the efforts, skill, reputadiamd business contacts of our principals, incigidior founders, Henry Kravis and George
Roberts, and other key personnel, the informatimhdeal flow they and others generate during thienabcourse of their activities and the
synergies among the diverse fields of expertisekaodviedge held by our professionals. Accordinglyr success will depend on the
continued service of these individuals, who areatdigated to remain employed with us. The losthefservices of any of them could have a
material adverse effect on our revenues, net incamdecash flows and could harm our ability to meimbr grow assets under managemel
existing funds or raise additional funds in theufet

Our principals and other key personnel psssubstantial experience and expertise and braveg business relationships with investors
in our funds and other members of the business agrityn As a result, the loss of these personneldcmopardize our relationships with
investors in our funds and members of the busioessnunity and result in the reduction of assetseuntanagement or fewer investment
opportunities. For example, if any of our princgpalere to join or form a competing firm, our busiseresults and financial condition could
suffer.
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Our structure involves complex provisions of U.&deral income tax laws for which no clear precedemtauthority may be available. Our
structure also is subject to potential legislatijadicial or administrative change and differing ierpretations, possibly on a retroacti
basis.

The U.S. federal income tax treatment afhatders depends in some instances on determitatibfact and interpretations of complex
provisions of U.S. federal income tax laws for whito clear precedent or authority may be availabber should be aware that the U.S.
federal income tax rules are constantly under vetig persons involved in the legislative procels,Ihternal Revenue Service, or IRS, and
the U.S. Treasury Department, frequently resulimgevised interpretations of established concegtégutory changes, revisions to regulati
and other modifications and interpretations. Thespnt U.S. federal income tax treatment of an invesst in our common units may be
modified by administrative, legislative or judiciaterpretation at any time, and any such actiog aféect investments and commitments
previously made. Changes to the U.S. federal tas End interpretations thereof could make it mdffécdlt or impossible to be treated as a
partnership that is not taxable as a corporatio®Jf&. federal income tax purposes, affect or caiss® change our investments and
commitments, affect the tax considerations of aestment in us, change the character or treatnfgrrbons of our income (including, for
instance, the treatment of carried interest asargiincome rather than capital gain) and advergiéct an investment in our common units.
On June 22, 2007, legislation was introduced tatta#l or part of the capital gain and dividendame that is recognized by an investment
partnership and allocable to a partner affiliatéthuhe sponsor of the partnership (a portion ef¢hrried interest) as ordinary income to such
partner for U.S. federal income tax purposes, wiiohld have the effect of precluding us from quéti§ as a partnership for U.S. federal
income tax purposes. In addition, on June 14, 2Ig@jislation was introduced that would tax as gocation any publicly traded partnership
that directly or indirectly derives income from @stment adviser or asset management servicethéf eif these pieces of legislation or any
similar legislation or regulation were to be endaed apply to us, we would incur a material insesia our tax liability that could result in a
reduction in the value of our common units. Seedibeussions below under "—Legislation has beeawdéhiced that would, if enacted,
preclude us from qualifying as a partnership fdg.ederal income tax purposes. If this or any Isinlegislation or regulation were to be
enacted and apply to us, we would incur a materiabase in our tax liability that could resultameduction in the value of our common
units."

Our organizational documents and agreenmntsit our Managing Partner to modify our amenaded restated partnership agreement
from time to time, without the consent of the unpltters, to address certain changes in U.S. federaie tax regulations, legislation or
interpretation. In some circumstances, such rewssamuld have a material adverse impact on sora# onitholders. Moreover, we will app
certain assumptions and conventions in an atteongdmply with applicable rules and to report incogein, deduction, loss and credit to
unitholders in a manner that reflects such unitaddbeneficial ownership of partnership itemsinghnto account variation in ownership
interests during each taxable year because ohyaatitivity. However, those assumptions and coneerstmay not be in compliance with all
aspects of applicable tax requirements. It is fdesshat the IRS will assert successfully thatdbeventions and assumptions used by us do
not satisfy the technical requirements of the ImdéRevenue Code and/or Treasury regulations anld cequire that items of income, gain,
deductions, loss or credit, including interest detitns, be adjusted, reallocated or disallowedimaaner that adversely affects unitholders.

Legislation has been introduced that would, if ertad, preclude us from qualifying as a partnershiprfU.S. federal income tax purpose
If this or any similar legislation or regulation we to be enacted and apply to us, we would incunaterial increase in our tax liability the
could result in a reduction in the value of our camon units.

On June 14, 2007, the Chairman and the iRgrikepublican Member of the U.S. Senate CommadteEinance introduced legislation
that would tax as corporations publicly traded parships that directly or indirectly derive incofnrem investment adviser or asset
management services. In addition, they concurrastiyed a press release stating that they do fieveehat proposed public offerings of
private
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equity and hedge fund management firms are consisfieh the intent of the existing rules regardmgplicly traded partnerships because the
majority of their income is derived from the actp®vision of services to investment funds andtiaipartner investors in such funds.
Further, they have sent letters to the SecretatyeoTreasury and the Chairman of the U.S. Seearénd Exchange Commission, or the SEC,
regarding these tax issues in which they expregsvathat recent initial public offerings of privaequity and hedge funds "raise serious tax
guestions that if left unaddressed have the patietatieopardize the integrity of the tax code #melcorporate tax base over the long term.
explained in the technical explanation accompantfegoroposed legislation:

Under the bill, the exception from corporate treatirfor a publicly traded partnership does not applany partnership that,
directly or indirectly, has any item of income @iy (including capital gains or dividends), thehtigto which are derived from
services provided by any person as an investmesigexd as defined in the Investment Advisers Act @40, or as a person
associated with an investment adviser, as defimélat Act. Further, the exception from corporagatment does not apply ti
partnership that, directly or indirectly, has atgm of income or gain (including capital gains asidends), the rights to which
are derived from asset management services probiglat investment adviser, a person associatedamithvestment adviser,
or any person related to either, in connection Withmanagement of assets with respect to whiagksinvent adviser services
were provided. For purposes of the bill, theserd@teations are made without regard to whether #rsqn is required to
register as an investment adviser under the Invagtidvisers Act of 1940.

If enacted, the proposed legislation would be éffecas of the date it was introduced, with traoasitelief that would not apply to us.

On June 20, 2007, similar legislation wasoduced in the House of Representatives. If thpgsed legislation survives the legislative
and executive process in its proposed form and teebe enacted into law, we would incur a maténatease in our tax liability. If we were
taxed as a corporation, our effective tax rate wantrease significantly. The federal statutorg fair corporations is currently 35%, and the
state and local tax rates, net of the federal lig@gfgregate approximately %. If a variataf this proposed legislation or any other
change in the tax laws, rules, regulations or prations preclude us from qualifying for treatinas a partnership for U.S. federal income
tax purposes under the publicly traded partnemshigs, our tax liability would materially increasehich could result in a reduction in the
value of our common units.

On June 22, 2007, legislation was introduog a member of the House Ways and Means Commditesponsored by the committee
chairs, eleven other members and the chair of theskl Financial Services Committee, that would treaime received by a partner with
respect to an investment services partnershipastexs ordinary income received for the performarieervices. The enactment of such
legislation would cause such income to be non-yiatj income under the publicly traded partnershiles, which would preclude us from
qualifying as a partnership for U.S. federal incamse purposes, thereby materially increasing oxfigility, which could result in a
reduction of the value of our common units.

Our transition to a publicly-traded structure maydaersely affect our ability to retain and motivateir principals and other key personnel
and to recruit, retain and motivate new principadsd other key personnel, both of which could adwysaffect our business, results and
financial condition.

Our most important asset is our people,@nccontinued success is highly dependent upogeftoets of our principals and other
professionals. Our future success and growth depend substantial degree on our ability to redaid motivate our principals and other key
personnel and to strategically recruit, retain aradivate new talented personnel, including newgipials. However, we may not be succes
in our efforts to recruit, retain and motivate thguired personnel as the market for qualified stwent professionals is extremely
competitive.
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In connection with the Reorganization Temt®ns and this offering, our current principaisl @ertain of our former personnel will
receive interests in KKR Holdings, which will ha&roup Partnership units. Moreover, transfer retsmns to which interests in KKR
Holdings are subject in certain instances lapse tivee, may not be enforceable in all cases andoeawaived. There is no guarantee that the
non-competition, non-solicitation and confidentialigreements to which our principals will be sehjéogether with our other arrangements
with them, will prevent them from leaving us, jaigiour competitors or otherwise competing with uthat these agreements will be
enforceable in all cases. In addition, these ageatsrwill expire after a certain period of timewdtich point each of our principals would be
free to compete against us and solicit investormuinfunds, clients and employees. See "Managemior-Competition, Non-Solicitation
and Confidentiality Agreements."

Our ability to recruit, retain and motivater professionals is dependent on our abilityfferchighly attractive incentive opportunities. If
legislation were to be enacted by the U.S. Congret®at carried interest as ordinary income nathan as capital gain for U.S. federal
income tax purposes, such legislation would mdtgriacrease the amount of taxes that we and phssilr unitholders would be required to
pay, thereby adversely affecting our ability toenfuch attractive incentive opportunities. See 'w8ructure involves complex provisions
of U.S. federal income tax laws for which no clpegcedent or authority may be available. Our stingchlso is subject to potential legislative,
judicial or administrative change and differingergretations, possibly on a retroactive basis,""—Legislation has been introduced that
would, if enacted, preclude us from qualifying gsaatnership for U.S. federal income tax purpoHekis or any similar legislation or
regulation were to be enacted and apply to us, addvincur a material increase in our tax liabilityat could result in a reduction in the va

of our common units."

We strive to maintain a work environmerdttreinforces our culture of collaboration, motigatand alignment of interests with
investors. If we do not continue to develop andlengent the right processes and tools to managehanging enterprise and maintain our
culture, our ability to compete successfully andiege our business objectives could be impairedchvbould negatively impact our busine
financial condition and results of operations.

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

As a public company, we will be subjecthe reporting requirements of the Securities Exglaict of 1934, or the Exchange Act, and
requirements of the Sarbanes-Oxley Act of 2002herSarbanes-Oxley Act. These requirements may @latrain on our systems and
resources. The Exchange Act will require that weednnual, quarterly and current reports with respeour business and financial condition.
The Sarbanes-Oxley Act will require that we maimtafifective disclosure controls and proceduresiateinal controls over financial
reporting, which are discussed below. In order gintain and improve the effectiveness of our disaie controls and procedures, significant
resources and management oversight will be requikkdwill be implementing additional procedures @nocesses for the purpose of
addressing the standards and requirements ap@it@abplublic companies. In addition, sustaining gnarwth will also require us to commit
additional management, operational and financsdueces to identify new professionals to join aunfand to maintain appropriate
operational and financial systems to adequatelpau@xpansion. These activities may divert manageis attention from other business
concerns, which could have a material adverse taffeour business, financial condition, result®pérations and cash flows. We will also
incur costs that we have not previously incurreddicector fees, investor relations expenses, esg@efor compliance with the Sarbanes-
Oxley Act and rules of the SEC and the New Yorkc&tBxchange, and various other costs relating iiagbe public company. Operational
risks may disrupt our businesses, result in lossdéisit our growth.

We rely heavily on our financial, accougtind other data processing systems. If any oethgstems does not operate properly or is
disabled, we could suffer financial loss, a disipbf our businesses, liability to our funds, riegory intervention or reputational damage. In
addition, we operate in businesses that are hidgghendent on information systems and technologyir@ermation systems and
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technology may not continue to be able to accomieooar growth, and the cost of maintaining suchesys may increase from its current
level. Such a failure to accommodate growth, oinarease in costs related to such information systeould have a material adverse effect
on us. Furthermore, we depend on our principateffin New York City, where most of our administratpersonnel are located, for the
continued operation of our business. A disaster disruption in the infrastructure that supportslmusinesses, including a disruption
involving electronic communications or other seegimsed by us or third parties with whom we conb8lusiness, or directly affecting our
principal offices, could have a material adverspast on our ability to continue to operate our bass without interruption. Our disaster
recovery programs may not be sufficient to mitigate harm that may result from such a disasteissuption. In addition, insurance and
other safeguards might only partially reimbursdansour losses, if at all.

We have not evaluated our internal controls ovemdincial reporting for purposes of compliance witte&tion 404 of the Sarbanes-Oxley
Act.

We have not previously been required toggmwith requirements of the Sarbanes-Oxley Aatuding the internal control evaluation
and certification requirements of Section 404 eft ttatute, and we will not be required to compithwall of those requirements until after we
have been subject to the reporting requirementiseoExchange Act for a specified period of timecéwingly, we have not determined
whether or not our existing internal controls offieancial reporting systems comply with Section 404e process of determining whether
internal controls over financial reporting complittwSection 404 will divert internal resources avil take a significant amount of time,
effort and expense to complete. If it is determitteat we are not in compliance with Section 404 wilebe required to implement remedial
procedures and re-evaluate our internal controt brancial reporting. We may experience highenthaticipated operating expenses as well
as higher independent auditor and consulting feesglthe implementation of these changes and dfiere Further, we may need to hire
additional qualified personnel in order for us tamply with Section 404. If we are unable to impletnany necessary changes effectively or
efficiently, our operations, financial reportingforancial results could be adversely affected awed-ould obtain an adverse report on internal
controls from our independent registered publioaotants.

Our use of leverage to finance our business wilp@se us to substantial risks, which are exacerbabgdur funds' investments in
leveraged companies.

It is our intention over time to use boriogs in order to finance our business operatiores @blic company. Using a significant degree
of leverage will expose us to the typical risksoagsted with the use of substantial leverage, uidg those discussed below under "—
Dependence on significant leverage in investmeyisup funds could adversely affect our ability thigeve attractive rates of return on those
investments." These risks are exacerbated by mgisfwse of leverage to finance investments.

The time and attention that our principals and othemployees devote to assets that are not beingribaried to the Group Partnerships
will not financially benefit us and may reduce thene and attention these individuals devote to dwsiness.

We currently manage three private equihdii(the 1987 Fund, the 1993 Fund and the 1996)Rumalse investment periods have ens
As of March 31, 2007, the unrealized value of theestments held by these funds totaled $2.3 bilBatause we believe the general partners
of these funds will not receive meaningful proceledm further realizations, we will not acquire geal partner interests in them in
connection with the Reorganization Transactions.WWe however, continue to provide the funds wittanagement and other services until
their liquidation. While we will not receive meaginl fees for providing these services, our priatspand other employees will be require:
devote a portion of their time and attention toenagement of those entities. The devotion ofithe and attention of our principals and
employees to those activities will not financidlignefit us and may reduce the time and attentiey devote to our business.
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We face risks and uncertainties in developing owsw business initiatives.

Part of our growth strategy is to develegrbusiness areas, including sponsoring new inagtrrehicles and structures, including co-
investment vehicles, and raising new types of fusdsh as long-oriented public equity funds, streed product funds and industry- or
geography-specific funds. In addition, to suppbese initiatives, we are currently developing atedmarkets business in the United States,
Europe and Asia. As a result, we are subject tofahe risks and uncertainties associated withettgansion into any new line of business,
including the risk that these new business initegiwill not assist us in achieving our objectivigy failure of these initiatives to meet or
exceed expectations could have an adverse effemtioresults of operations.

Extensive regulation of our businesses affects @ativities and creates the potential for significalfabilities and penalties. The possibili
of increased regulatory focus could result in addihal burdens on our business. Changes in tax laarsl other legislative or regulatory
changes could adversely affect us.

Our business is subject to extensive régmaSee "Business—Regulation." We are subjec¢gaolation by governmental and self-
regulatory organizations in the jurisdictions iniethwe operate around the world. Many of these leggts, including U.S. and foreign
government agencies and sedfyulatory organizations, are empowered to conmiwesstigations and administrative proceedings thatresul
in fines, suspensions of personnel or other samgtiocluding censure, the issuance of cease-asidtaeders or the suspension or expulsion
of applicable licenses and memberships. Even ifvagstigation or proceeding does not result inrecgan or the sanction imposed against us
or our personnel by a regulator were small in manyeamount, the adverse publicity relating to tineestigation, proceeding or imposition of
these sanctions could harm our reputation and assiselose existing clients or fail to gain nevewts.

We regularly rely on exemptions in the @ditStates from various requirements of the Seear#ict of 1933, or the Securities Act, the
Exchange Act, the Investment Company Act of 194@he Investment Company Act, the Investment Adgigect of 1940, or the Investment
Advisers Act, and the U.S. Employee Retirement imeecurity Act of 1974, or ERISA, in conducting asset management activities.
These exemptions are sometimes highly complex amdimcertain circumstances depend on compliandéiby parties whom we do not
control. If for any reason these exemptions weigeimome unavailable to us, we could become sutgjeegulatory action or third-party
claims and our business could be materially anei@mely affected. See "—Risks Related to Our Orgsitizal Structure- we were deeme
to be an "investment company" under the Investr@@mhpany Act, applicable restrictions could makienppractical for us to continue our
business as contemplated and could have a madrialse effect on our business." Lastly, the requénts imposed by our regulators are
designed primarily to ensure the integrity of thahcial markets and to protect investors in omd&iand are not designed to protect our
unitholders. Consequently, these regulations aftawe to limit our activities. In addition, the tégtory environment in which our fund
investors operate may affect our business. For pigrmhanges in state laws may limit investment/giets of state pension plans.

The regulatory environment in which we @temay become more burdensome. We are in theggofeegistering as an investment
adviser under the Investment Advisers Act. As asteged investment advisor, we will be subjecti® tequirements and regulations of the
Investment Advisers Act, which relate to, amongeotihings, recordkeeping and reporting requiremetisslosure requirements, limitations
on agency and principal transactions between ais@dand advisory clients. We may also be adverafcted as a result of new or revised
legislation or regulations imposed by the SEC, ogovernmental regulatory authorities or self-redoy organizations that supervise the
financial markets. In addition, we may be adversdlgcted by changes in the interpretation or exgfiorent of existing laws and rules by th
governmental authorities and self-regulatory orgatidons. It is impossible to determine the extdrihe impact of any new laws, regulations
or initiatives that may be proposed, or whether afny

36




the proposals will become law. Compliance with aew laws or regulations could make compliance nddfiult and expensive and affect
the manner in which we conduct business.

Legislative proposals have recently be&mduced in Denmark and Germany that would limét téix deductibility of interest expense
incurred by companies in those countries. If adbpifeese measures would adversely affect DanistGamthan companies in which our
private equity funds have investments and limittikaefits of additional investments in those caestrOur private equity business is subject
to the risk that similar measures might be intradlim other countries in which it currently haséatments or plans to invest in the future, or
that other legislative or regulatory measures mighpromulgated in any of the countries in whichaoperate that adversely affect our
business.

In the United Kingdom, the Financial Seegd\uthority recently published a discussion papethe impact that the growth in the priv
equity market has had on the markets in the Uiieddom and the suitability of its regulatory apact in addressing risks posed by the
private equity market.

We have received a request for certain a@eus and other information from the Antitrust Bien of the United States Department of
Justice, or the DOJ, in connection with the DQWestigation of private equity firms to determinkether they have engaged in conduct
prohibited by United States antitrust laws. Wefally cooperating with the DOJ's investigation.

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

The investment decisions we make in ouvetasgnagement business and the activities of eastment professionals on behalf of our
portfolio companies may subject them and us taidteof third-party litigation arising from investdissatisfaction with the performance of
those funds, the activities of our portfolio comjggnand a variety of other litigation claims. Fgample, in early 2007, thirteen private equity
firms, including us, were named as defendantsgarported class action complaint by shareholdemibilic companies recently acquired by
private equity firms. In June 2007 this suit wasntissed by the plaintiffs without prejudice.

To the extent investors in our private ggflinds suffer losses resulting from fraud, gnesgligence, willful misconduct or other similar
misconduct, investors may have remedies againstungrivate equity funds, our principals or ouil@ftes under the federal securities law
and state law. Investors in our funds do not hagellremedies against us, the general partnensrdtinds, our funds, our principals or our
affiliates solely based on their dissatisfactiothwhe investment performance of those funds. Wigegeneral partners and investment
advisers to our private equity funds, includingitiiérectors, officers, other employees and aftdi are generally indemnified to the fullest
extent permitted by law with respect to their cartdn connection with the management of the busimesl affairs of our private equity fun
such indemnity does not extend to actions detemniodave involved fraud, gross negligence, wilthisconduct or other similar miscondt

If any lawsuits were brought against us seziilted in a finding of substantial legal liatyilithe lawsuit could materially adversely affect
our business, financial condition or results ofragiens or cause significant reputational harmgowhich could seriously impact our
business. We depend to a large extent on our kassheéationships and our reputation for integritgd &igh-caliber professional services to
attract and retain investors and to pursue investimgportunities for our funds. As a result, allégas of improper conduct by private
litigants or regulators, whether the ultimate onteois favorable or unfavorable to us, as well agmtiee publicity and press speculation about
us, our investment activities or the private equigustry in general, whether or not valid, mayrhawur reputation, which may be more
damaging to our business than to other types dhbsses.

In addition, with a workforce composed admy highly paid professionals, we face the risktigfation relating to claims for
compensation, which may, individually or in the sgggate, be significant in amount. The cost of isefthny such claims could negatively
impact our business, financial condition and resoftoperations.

37




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

There is a risk that our employees coulgbge in misconduct that adversely affects our lmssinWe are subject to a number of
obligations and standards arising from our busia@ssour authority over the assets we manage. ibhetien of these obligations and
standards by any of our employees would advergtdgteaour clients and us. Our business often regutinat we deal with confidential matters
of great significance to companies in which we rimgst. If our employees were improperly to uséisclose confidential information, we
could suffer serious harm to our reputation, finahgosition and current and future business retesthips, as well as face potentially
significant litigation. It is not always possible detect or deter employee misconduct, and thesixie precautions we take to detect and
prevent this activity may not be effective in alses. If any of our employees were to engage inanduct or were to be accused of such
misconduct, our business and our reputation coalddversely affected.

Risks Relating to the Investments We Manage

Poor performance of the investments we manage waiddse a decline in our net income and cash flonayrobligate us to repay son
carried interest previously paid to us, and couldwersely affect our ability to raise capital for fure funds.

In the event that any of the significantdatments we manage were to perform poorly, ouimeeme and cash flow would decline
because the value of our assets under managemalu decrease, which would result in a reductioadme of our management fees, and our
investment returns would decrease, resulting edaction in the carried interest we earn. Moreower could experience losses on our
investments of our own capital as a result of gmformance by the investments we manage. Furthrerriipas a result of poor performance
of later investments in one of our traditional jati equity funds' life, the fund does not achieverall profitability, we will be obligated to
repay the amount by which carried interest that prasiously distributed to us exceeds amounts tchwve are ultimately entitled. These
repayment obligations may be related to amountgqusly distributed to our principals prior to thempletion of this offering, with respect
to which our unitholders did not receive any bem&oor performance of our funds could make it ndifiécult for us to raise new capital.
Investors in funds might decline to invest in fetdunds we raise. Investors and potential investoosir funds continually assess our funds'
performance, and our ability to raise capital feiseng and future funds will depend on our functstinued satisfactory performance.

Valuation methodologies for certain assets in ownids can be subject to significant subjectivity atiek fair value of assets established
pursuant to such methodologies may never be reajzghich could result in significant losses for odunds.

There are no readily ascertainable markeep for a substantial majority of illiquid invesénts of our funds. When determining fair
values of investments, we use the last reportedl@hgrice as of the statement of financial conditiate for investments that have readily
observable market prices. When an investment doielsave a readily available market price, the ¥alue of the investment represents the
value, as determined by us in good faith, at wittighinvestment could be sold in an orderly dispmsiover a reasonable period of time
between willing parties other than in a forcediguidation sale. There is no single standard foeheining fair value in good faith and in
many cases fair value is best expressed as a ddifigie values from which a single estimate maydeeved. When making fair value
determinations, we typically use a market multigpproach that considers a specified financial mreaguch as EBITDA) or a discounted
cash flow or liquidation analysis. We also consi@eange of additional factors that we deem relgvaaluding the price at which the
investment was acquired, the nature of the investifseich as whether it is a controlling intereleal market conditions, market prices for
comparable securities and financing transactiodsi@iernal models that consider the current anaetgqul operating performance and cash
flows of the company in which the investment waslena

38




Because valuations, and in particular védma of investments for which market quotations maot readily available, are inherently
uncertain, may fluctuate over short periods of tand may be based on estimates, determinatiorsrofdlue may differ materially from the
values that would have resulted if a ready marketéxisted. Even if market quotations are availédnl®ur investments, such quotations r
not reflect the value that we would actually beesabl realize because of various factors, inclugiogsible illiquidity. Our partners' capital
could be adversely affected if the values of inwesits that we record are materially higher tharviiees that are ultimately realized upon
the disposal of the investments and changes iresalttributed to investments from quarter to quamizy result in volatility in our assets
under management and such changes could matexifdit the results of operations that we repontffgeriod to period. We cannot assure
you that the investment values that we record ftiame to time will ultimately be realized. We alsannot assure you that you will be able
realize the investment values that are presentdddrprospectus.

Because there is significant uncertaintshevaluation of, or in the stability of the valok illiquid investments, the fair values of
investments reflected in a fund's NAV do not neasgBsreflect the prices that would actually beaibed by us on behalf of the fund when
such investments are realized. Realizations aegadignificantly lower than the values at whicheistments have been reflected in prior fund
NAVs would result in losses for the applicable fuartl the loss of potential carried interest an@iotbes. Also, if realizations of o
investments produce values materially differennttiee carrying values reflected in prior fund NAWs/estors may lose confidence in us,
which would in turn result in difficulty in raisingdditional funds.

Even if market quotations are availabledor investments, such quotations may not refleetvialue that could actually be realized
because of various factors, including the possildgiidity associated with a large ownership pasit subsequent illiquidity in the market for
a company's securities, future market price vdtatilr the potential for a future loss in marketueabased on poor industry conditions or the
market's view of overall company and managemerfbpaance.

In addition, because we value our investsien a quarterly basis only, subsequent eventsrtag have a material impact on those
valuations will not be reflected until the next gealy valuation date.

The historical returns attributable to our fundsnptluding those presented in this prospectus, shontd be considered as indicative of the
future results of our funds or of our future resutor of any returns expected on an investment irr gommon units.

We have presented in this prospectus rebgesss IRRs, multiples of invested capital andized and unrealized investment values for
funds that we have sponsored and managed. Theit@édtand potential future returns of the fundg the manage are not directly linked to
returns on our common units. In connection withR@®rganization Transactions and this offeringwitenot acquire all of the interests in
the KKR Group, our accounting predecessor, and ileet acquire an interest in two legacy fundsttéige not included in the KKR Group.
Specifically, following the Reorganization Transans and this offering, we will have controllingdaaconomic interests in the management
companies of our funds and the general partnessiiofraditional private equity funds (other thae #1996 Fund and earlier funds) and future
funds. We will also have an economic (but not aglhitrg) interest in the general partner of the KRRvate Equity Investors master fund.
Therefore, you should not conclude that continuesitive performance of the funds that we managkengitessarily result in positive returns
on an investment in our common units. However, performance of the funds that we manage wouldecawdecline in our income from
such funds and would therefore have a negativetsfie our performance and in all likelihood theuras on an investment in our common
units.

Moreover, with respect to the historicalras of our funds:

. the rates of returns of our funds reflect unredligains as of the applicable valuation date that newer be realized, which may
adversely affect the ultimate value realized frowose funds' investments;
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. you will not benefit from any value that was crehite our funds prior to your investment in our coomunits to the extent such val
has been realized,;

. the historical returns of our funds and their fetperformance has been and will be affected by eeaonomic factors, including
factors that may not have been prevalent in thmgerelevant to the return data above;

. in the past few years, the rates of returns of sofair funds have been positively influenced yuaber of investments that
experienced a substantial decrease in the averddiad period of such investments and rapid andtutiial increases in value
following the dates on which those investments weaele, trends and rates of return that are nototegpeo continue;

. our funds' returns have benefited from investm@mootunities and general market conditions that m@tyrepeat themselves,
including favorable borrowing conditions in the tefarkets, and there can be no assurance thatoent or future funds will be ak
to avail themselves of comparable investment oppdties or market conditions or that such marketditions will continue; and

. we may create new funds in the future that refiedifferent asset mix in terms of allocations ambumgls, investment strategies,
geographic and industry exposure and vintage year.

In addition, future returns will be affedtby the risks described elsewhere in this proggeatcluding risks of the industry sectors and
businesses in which a particular fund invests.

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

Because many of our funds' investmentshebwily on the use of leverage, our ability toiaeh attractive rates of return on investments
will depend on our continued ability to accessisight sources of indebtedness at attractive r&msexample, our credit strategy funds use
varying degrees of leverage when making investm@&itsilarly, in many private equity investmentsjéttedness may constitute 70% or
more of a portfolio company's total debt and equépitalization, including debt that may be incdriie connection with the investment. An
increase in either the general levels of interags or in the risk spread demanded by sourceslebiedness would make it more expensi
finance those investments. In addition, increasésterest rates could also decrease the valugexf-fate debt investments that our funds
make. Increases in interest rates could also ntakere difficult to locate and consummate privajaigy investments because other potential
buyers, including operating companies acting agesgic buyers, may be able to bid for an assehateer price due to a lower overall cost of
capital. In addition, a portion of the indebtednesead to finance private equity investments ofteruides high-yield debt securities issued in
the capital markets. Availability of capital froinet high-yield debt markets is subject to significamiatility, and there may be times when we
might not be able to access those markets at @eaates, or at all, when completing an investmen

Investments in highly leveraged entities @iso inherently more sensitive to declines irenexes, increases in expenses and interest rate
and adverse economic, market and industry develofgm&he incurrence of a significant amount of istéeness by an entity could, among
other things:

. subject the entity to a number of restrictive cam@s, terms and conditions, any violation of whiatuld be viewed by creditors as an
event of default and could materially impact ouitihto realize value from our investment;

. give rise to an obligation to make mandatory prepayts of debt using excess cash flow, which miighit kthe entity's ability to

respond to changing industry conditions to the mbaelditional cash is needed for the response gikemnplanned but necessary
capital expenditures or to take advantage of graptiortunities;
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. limit the entity's ability to adjust to changing rket conditions, thereby placing it at a competitdisadvantage compared to
competitors who have relatively less debt;

. limit the entity's ability to engage in strategmmaisitions that might be necessary to generatacditte returns or further growth; and

. limit the entity's ability to obtain additional famcing or increase the cost of obtaining such fimay) including for capital
expenditures, working capital or other general ocafe purposes.

A leveraged company's income and equity g#ad to increase or decrease at a greater mtentbuld otherwise be the case if money
had not been borrowed. As a result, the risk of bssociated with a leveraged company is genagadigter than for companies with
comparatively less debt.

Any of the foregoing circumstances couldéa material adverse effect on our financial choj results of operations and cash flow.
The asset management business is intensely conipetit

We compete as an alternative asset mamagkeoth investors and investment opportunitiest @mpetitors consist primarily of
sponsors of public and private investment fundsjri®ss development companies, investment banksneocial finance companies and
operating companies acting as strategic buyersb&lieve that competition for investors is basedarily on investment performance;
business reputation; the duration of relationskijil investors; the quality of services providedneestors; pricing; and the relative
attractiveness of the types of investments that leen or are to be made. We believe that conmefitr investment opportunities is based
primarily on the pricing, terms and structure gfraposed investment and certainty of executionuiper of factors serve to increase our
competitive risks:

. a number of our competitors in some of our busieebsve greater financial, technical, marketing@her resources and more
personnel than we do;

. several of our competitors have recently raisedrerexpected to raise, significant amounts oftagEnd many of them have similar
investment objectives to ours, which may createtahél competition for investment opportunitiesdamay reduce the size and
duration of pricing inefficiencies that many altative investment strategies seek to exploit;

. some of these competitors may also have a lowéro@spital and access to funding sources thaharavailable to us, which may
create competitive disadvantages for us with respeavestment opportunities;

. some of our competitors may have higher risk toleesa, different risk assessments or lower retusstiolds, which could allow them
to consider a wider variety of investments anditbribore aggressively than us for investments;

. our competitors that are corporate buyers may letatachieve synergistic cost savings in respeahanvestment, which may
provide them with a competitive advantage in biddior an investment;

. there are relatively few barriers to entry impeding formation of new funds, including a relativédy cost of entering these
businesses, and the successful efforts of newrdati@o our various lines of business, includingjan commercial and investment
banks and other financial institutions, have reslih increased competition;

. some investors may prefer to invest with an investinmanager that is not publicly traded; and

. other industry participants will from time to tinseek to recruit our investment professionals ahdradmployees away from us.

41




We may lose investment opportunities inftitare if we do not match investment prices, dtiees and terms offered by competitors.
Alternatively, we may experience decreased investmeturns and increased risks of loss if we matehstment prices, structures and terms
offered by competitors. In addition, if interestamwere to rise or if market conditions for conmpginvestment products improve and such
products begin to offer rates of return superiahtise achieved by our funds, the attractivenessiofunds relative to investments in other
investment products could decrease. This competiiessure could adversely affect our ability t&kensuccessful investments and limit our
ability to raise future funds, either of which wdwdversely impact our business, results of opmratand cash flow.

The due diligence process that we undertake in ceation with our investments may not reveal all fadhat may be relevant in connection
with an investment.

Before making our investments, we condwet diligence that we deem reasonable and apprerésted on the facts and circumstances
applicable to each investment. The objective ofdthe diligence process is to identify attractiveeistment opportunities based on the facts
and circumstances surrounding an investment arttigicase of private equity investments, and tpaneea framework that may be used from
the date of an acquisition to drive operationai@stment and value creation. When conducting diigedice, we typically evaluate a number
of important business, financial, tax, accountieigyironmental and legal issues in determining wéretih not to proceed with an investment.
Outside consultants, legal advisers, accountamtsrsestment banks are involved in the due diligep@cess in varying degrees depending
on the type of investment. Nevertheless, when catirtly due diligence and making an assessment rieggad investment, we rely on
resources available to us, including informatioovided by the target of the investment and, in soir@imstances, thirgarty investigations
The due diligence process may at times be subgutith respect to newly organized companies forchvtainly limited information is
available. Accordingly, we cannot be certain that due diligence investigation that we will cart with respect to any investment
opportunity will reveal or highlight all relevardadts that may be necessary or helpful in evaluairal investment opportunity. We also
cannot be certain that our due diligence investigatwill result in investments being successful.

Our asset management activities involve investmentselatively high-risk, illiquid assets, and weay fail to realize any profits from these
activities for a considerable period of time or msome or all of the capital invested.

Our funds hold investments in securitiext #ire not publicly traded. In many cases, our $undy be prohibited by contract or by
applicable securities laws from selling such seimsifor a period of time. Our funds will generatigt be able to sell these securities publicly
unless their sale is registered under applicaldarges laws, or unless an exemption from suclistegfion is available. The ability of many
our funds to dispose of investments is heavily ddpat on the public equity markets. For example atility to realize any value from an
investment may depend upon the ability to competénitial public offering of the portfolio compary which such investment is made. E
if the securities are publicly traded, large hofgirof securities can often be disposed of only av&ubstantial length of time, exposing our
investment returns to risks of downward movememharket prices during the intended dispositiongmeriAccordingly, under certain
conditions, our funds may be forced to either sedlurities at lower prices than they had expeaeaddlize or defer sales that they had pla
to make, potentially for a considerable periodimiet We have made and expect to continue to makefisiant capital investments in our
current and future funds. Contributing capitaltiede funds is risky, and we may lose some or @i@principal amount of our investments.
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The investments of our funds are subject to a numbginherent risks.

Our results are highly dependent on outinoed ability to generate attractive returns froam investments. Investments made by our
private equity funds involve a number of signifitaisks inherent to private equity investing, indileg the following:

. companies in which private equity investments aaelenmay have limited financial resources and mayradble to meet their
obligations under their securities, which may beoatpanied by a deterioration in the value of teeuity securities or any collateral
or guarantees provided with respect to their debt;

. companies in which private equity investments aaglenare more likely to depend on the managemaanrittahnd efforts of a small
group of persons and, as a result, the death, itligatesignation or termination of one or moretbbse persons could have a material
adverse impact on their business and prospecttharidvestment made;

. companies in which private equity investments aaglengenerally have less predictable operatingtsssuhy from time to time be
parties to litigation, may be engaged in rapidlgroing businesses with products subject to a sfietaisk of obsolescence and may
require substantial additional capital to supplogirt operations, finance expansion or maintairnrtb@npetitive position; and

. executive officers, directors and employees ofquitg sponsor may be named as defendants in litigatvolving a company in
which a private equity investment is made or isgenade.

Our private equity investments are typically amoting largest in the industry, which involve certagomplexities and risks that are not
encountered in small- and medium-sized investments.

Our private equity funds make investmemisarily in companies with large capitalizationshieh involves certain complexities and
risks that are not encountered in small- and mediiz®d investments. For example, larger transastinay be more difficult to finance and
exiting larger deals may present incremental chgls. In addition, larger transactions may posatgrehallenges in implementing changes
in the company's management, culture, financeperations, and may entail greater scrutiny by @gus, labor unions and other third
parties. Recently, labor unions have been moreaatiopposing certain larger investments by olwgpe equity funds and private equity
firms generally.

In recent years, the amount of equity @pitat is required to complete a large capitaliraprivate equity transaction has increased
significantly, which has resulted in some of theyésst private equity transactions being struct@a®ticonsortium transactions.” A consortium
transaction involves an equity investment in whigh or more other private equity firms serve togethr collectively as equity sponsors.
While we have sought to limit where possible theant of consortium transactions in which we haverbiavolved, we have participated i
significant number of those transactions. Ten dudtOoof the investments in our current private ggpbrtfolio were acquired through
consortium transactions. Consortium transactiomegaly entail a reduced level of control by ouinfiover the investment because
governance rights must be shared with the otheatriequity sponsors. Accordingly, we may not de &icontrol decisions relating to a
consortium investment, including decisions relatmghe management and operation of the companyhentiming and nature of any exit,
which could result in the risks described in Our funds have made investments in companies thatoanot control, exposing us to the ris
decisions made by others with which we may notafreny of these factors could increase the riglt thur larger investments could be less
successful. The consequences to our investmens fofnain unsuccessful larger investment could beersevere given the size of the
investment.
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Our funds have made investments in companies thatd® not control, exposing us to the risk of deois$ made by others with which we
may not agree.

Our funds hold investments that includetdieftruments and equity securities of companiaswre do not control. Such instruments and
securities may be acquired by our funds througtiiigpactivities or through purchases of securifies the issuer. In addition, our funds rr
acquire minority equity interests, particularly wh&ponsoring investments as part of a large investasortium, and may also dispose of a
portion of their majority equity investments in tfotio companies over time in a manner that resulthe funds retaining a minority
investment. Those investments will be subject &ortbk that the company in which the investmemile may make business, financial or
management decisions with which we do not agrekairthe majority stakeholders or the managemetiteo€ompany may take risks or
otherwise act in a manner that does not serventerdsts. If any of the foregoing were to occue,\thlue of investments by our funds could
decrease and our financial condition, results @rafions and cash flow could suffer as a result.

We expect to make investments in companies thatterged outside of the United States, which may expas to additional risks not
typically associated with investing in companiestlare based in the United States.

Many of our funds invest a significant pamntof their assets in the equity, debt, loanstbeosecurities of issuers that are based outside
of the United States. A substantial amount of thegestments consist of private equity investmemasie by our private equity funds. For
example, as of March 31, 2007, approximately 597%e fair value of those investments of thosedfuwas attributable to foreign
investments. Investing in companies that are baséside of the United States, particularly in coigstcharacterized as having emerging
markets, involves risks and considerations thanataypically associated with investments in conmipa established in the United States.
These risks may include the following:

. the possibility of exchange control regulationdjtmal and social instability, nationalization expropriation of assets;
. the imposition of non-U.S. taxes;

. less liquid markets;

. reliance on a more limited number of commaodity itspservice providers and/or distribution mechasism
. adverse fluctuations in currency exchange rates;

. higher rates of inflation;

. less available current information about an issuer;

. higher transaction costs;

. less government supervision of exchanges, broketsssuers;

. less developed bankruptcy laws;

. difficulty in enforcing contractual obligations;

. lack of uniform accounting, auditing and finandi@borting standards;

. less stringent requirements relating to fiducianyiek;

. fewer investor protections; and
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. greater price volatility

Although we expect that most of our furagital commitments will be denominated in U.Slals| investments that are denominated in
a foreign currency will be subject to the risk ttieg value of a particular currency will changeeétation to one or more other currencies.
Among the factors that may affect currency valuestieade balances, levels of shtatm interest rates, differences in relative valofesimilar
assets in different currencies, long-term oppotiesifor investment and capital appreciation anldipal developments. We may employ
hedging techniques to minimize these risks, butareoffer no assurance that such strategies wifffeetive. If we engage in hedging
transactions, we may be exposed to additional asksciated with such transactions. See "—Risk geanant activities may adversely affect
the return on our investments.”

Our equity investments and many of our debt investrts often rank junior to investments made by otheexposing us to greater risk of
losing our investment.

In most cases, the companies in which ondg$ invest have, or are permitted to have, oulgtgrindebtedness or equity securities that
rank senior to our fund's investment. By their tersuch instruments may provide that their holdeesentitled to receive payments of
dividends, interest or principal on or before tlated on which payments are to be made in respectrofvestment. Also, in the event of
insolvency, liquidation, dissolution, reorganizatior bankruptcy of a company in which an investniemade, holders of securities ranking
senior to our investment would typically be endttte receive payment in full before distributiormsild be made in respect of our investment.
After repaying senior security holders, the comparay not have any remaining assets to use for nepamnounts owed in respect of our
investment. To the extent that any assets remaldels of claims that rank equally with our investrhwould be entitled to share on an equal
and ratable basis in distributions that are madebthose assets. Also, during periods of finandistress or following an insolvency, the
ability of our funds to influence a company's affaand to take actions to protect their investmardyg be substantially less than that of the
senior creditors.

Risk management activities may adversely affectieirn on our investments

When managing our exposure to market risksfrequently use hedging strategies or certaim$oof derivative instruments to limit our
exposure to changes in the relative values of invests that may result from market developmentduding changes in prevailing interest
rates and currency exchange rates. The scopekahasagement activities undertaken by us variestas the level and volatility of interest
rates, prevailing foreign currency exchange ratestypes of investments that are made and ottergihg market conditions. The use of
hedging transactions and other derivative instrumtmreduce the effects of a decline in the valug position does not eliminate the
possibility of fluctuations in the value of the @ or prevent losses if the value of the posititeclines. However, such activities can
establish other positions designed to gain fronsétgame developments, thereby offsetting the detlithe value of the position. Such
transactions may also limit the opportunity forrgdithe value of a position increases. Moreoviemay not be possible to limit the exposure
to a market development that is so generally gdteid that a hedging or other derivative transaatannot be entered into at an acceptable
price.

The success of any hedging or other devizdtansactions that we enter into generally dépend on our ability to correctly predict
market changes. As a result, while we may entersoth transactions in order to reduce our expdsumearket risks, unanticipated market
changes may result in poorer overall investmerfopmance than if the hedging or other derivatian$action had not been executed. In
addition, the degree of correlation between priogements of the instruments used in connection hetlhging activities and price
movements in a position being hedged may vary. bl\ag for a variety of reasons, we may not sedkessuccessful in establishing a perfect
correlation between the instruments used in a Ingdgi other derivative transactions and the pasitieing hedged. An imperfect correlation
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could prevent us from achieving the intended resndt could give rise to a loss. In addition, it nmay be possible to fully or perfectly limit
our exposure against all changes in the value pfrmestments, because the value of investmertiteely to fluctuate as a result of a number
of factors, some of which will be beyond our cohtroability to hedge.

Certain of our funds may make a limited number afiestments, or investments that are concentratedentain geographic regions or
asset types, which could negatively affect theirfpemance to the extent those concentrated investiseperform poorly.

The governing agreements of our funds éormtaly limited investment restrictions and onlgnited requirements as to diversification of
fund investments, either by geographic region eetig/pe. During periods of difficult market condlits or slowdowns in these sectors or
geographic regions, decreased revenues, difficulpptaining access to financing and increasedifighdosts may be exacerbated by this
concentration of investments, which would resuloiwver investment returns.

Our funds may make investments that could give risea conflict of interest.

Our funds invest in a broad range of askesises throughout the corporate capital struclrese investments include investments in
corporate loans and debt securities, preferredyegacurities and common equity securities. Inaiertases, we may manage separate funds
that invest in different parts of the same compaogpital structure. For example, our credit sgpafends may invest in different classes of
the same company's debt and may make debt invetstimesn company that is owned by one of our prieafeity funds. In those cases, the
interests of our funds may not always be alignddckvcould create actual or potential conflictsraérest or the appearance of such conflicts.
For example, one of our private equity funds cdwdgle an interest in pursuing an acquisition, dituggt or other transaction that, in our
judgment, could enhance the value of the privatétginvestment, even though the proposed transaetiould subject one of our cre
strategy fund's debt investments to additionahorgased risks. Similarly, our ability to effectivémplement our public equity strategies nr
be limited to the extent that contractual obligasi@ntered into in the ordinary course of our tradal private equity business impose
restrictions on our engaging in transactions thatway be interested in otherwise pursuing. Appadely dealing with conflicts of interest is
complex and difficult and we could suffer reputaibdamage or potential liability if we fail, or jggar to fail, to deal appropriately with
conflicts as they arise.

Risks Related to Our Organizational Structure

Our unitholders do not control our Managing Partnesr vote in the election or removal of its directoand will have limited ability to
influence decisions regarding our business.

Our Managing Partner, which serves as ol¢r general partner and manages our business fais ais owned by our senior principals,
including our founders. Pursuant to its limitedllay company agreement, our Managing Partnerdsaablished a board of directors that will
be responsible for the oversight of our businessagerations. The board of directors, co-chairedinyfounders, appoints the officers of the
Managing Partner. Our unitholders do not contralManaging Partner or its board of directors amdike the holders of common stock in a
corporation, they will have only limited voting hits under our partnership agreement and generdllpewnable to influence decisions
regarding our business. Our unitholders also vatllmave the right to remove our Managing Partnéhageneral partner of our partnership
without our Managing Partner's consent.

Our founders will be able to determine the outcowmfeany matter that may be submitted for a vote loé fimited partners.

Immediately following this offering, KKR Hitings, which is owned by our principals and certafi our former personnel and controlled
by our founders, will beneficially own @b the equity in our business. KKR Holdings wilsalhold an equivalent amount of special
voting units in our partnership, which will entiiteto cast an equivalent number of votes on tHesematters that may be submitted to a

46




vote of our unitholders. Due to the foregoing, inaiagely following this offering, our founders, whall have the power to vote the special
voting units held by KKR Holdings, will generallyate sufficient voting power to determine the outeamfthose few matters that may be
submitted for a vote of our unitholders, includengendments to our partnership agreement that mayaberially adverse to our unitholders.
In addition, our partnership agreement containgipions that enable us to take actions that woudtenmlly and adversely affect all
unitholders or a particular class of unitholdersmughe majority vote of all outstanding voting @niand since % of our voting units will
be controlled by our founders immediately followitings offering, our founders will have the abilitytake actions that could materially and
adversely affect unitholders either as a wholesoa particular class.

Our unitholders' voting rights are furthestricted by provisions in our partnership agresinséating that any common units held by a
person that beneficially owns % or moreawy class of our common units then outstandinigefothan our Managing Partner or its
affiliates, or a direct or subsequently approveddferee of our Managing Partner or its affiliatz)not be voted on any matter. Our
partnership agreement also contains provisiongitimthe ability of our unitholders to call meetigo acquire information about our
operations, and to influence the manner or diraabioour management. Our partnership agreementalss not restrict our Managing
Partner's ability to take actions that may resultur being treated as an entity taxable as a catipa for U.S. federal (and applicable state)
income tax purposes. Furthermore, unitholders atemtitled to dissenters' rights of appraisal urwde partnership agreement or applicable
Delaware law in the event of a merger or consdlithaia sale of substantially all of our assetsryr @ther transaction or event.

In addition, as a result of these mattadsthe provisions referred to under "—Our unithodd#o not control our Managing Partner or
vote in the election or removal of its directorslavill have limited ability to influence decisionsgarding our business," our unitholders may
be deprived of an opportunity to receive a premfantheir common units in the future through a s#leur partnership, and the trading pr
of our common units may be adversely affected byattisence or reduction of a takeover premium itrétting price.

We are permitted to repurchase all of the outstamglicommon units under certain circumstances, andsthepurchase may occur at an
undesirable time or price.

We have the right to acquire all of ountfitstanding common units at the tren¥ent trading price either if % or less of gommotr
units are held by persons other than our ManagarthBr and its affiliates or if we, the ManagingtRer or its directors, officers, trustees or
agents are in any manner subjected to the prowsibthe Investment Company Act. As a result ofidanaging Partner's right to purchase
outstanding common units, a holder of common uniég have his common units purchased at an undéstiai® or price.

We are a limited partnership and as a result willgify for and intend to rely on some exemption®m the corporate governance and
other requirements of the New York Stock Exchange.

We are a limited partnership and will gfyafor exceptions from certain corporate governaacd other requirements of the rules of the
New York Stock Exchange. Pursuant to these exaegtionited partnerships may elect not to complthweertain corporate governar
requirements of the New York Stock Exchange, inclgdhe requirements (i) that a majority of the tabaf directors of the listed company
consist of independent directors, (i) that théeliscompany have a nominating and corporate gomeeneommittee that is composed entirely
of independent directors and (iii) that the listednpany have a compensation committee that is ceatpentirely of independent directors
addition, as a limited partnership, we will notriequired to hold annual unitholder meetings. While Managing Partner's board of directors
will consist of a majority of directors who are amendent under New York Stock Exchange Rules anel @amominating and governance
committee, our nominating and governance commitié#anot consist entirely of independent directorsmeet other substantive requirements
that would be applicable absent such an exempiioth we do not intend to have a compensation comeniiccordingly, you will not have
the same protections afforded to equity holdersnbities that are subject to all of the corporaieegnance requirements of the New York
Stock Exchange.
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Potential conflicts of interest may arise among olMtanaging Partner, its affiliates and us. Our Managg Partner and its affiliates hav:
limited fiduciary duties to us and our unitholdersyhich may permit them to favor their own interedtsthe detriment of us and our
unitholders.

Conflicts of interest may arise among owandging Partner and its affiliates, on the one hand us and our unitholders, on the other
hand. As a result of these conflicts, our Manadtiaginer may favor its own interests and the intsrefits affiliates over the interests of our
unitholders. These conflicts include, among othis following:

. our Managing Partner determines the amount ana¢irof our investments and dispositions, indebteglrissuances of additional
partner interests and amounts of reserves, eawhioh can affect the amount of cash that is avhél&dr distribution to you;

. our Managing Partner is allowed to take into actol@ interests of parties other than our partnprishresolving conflicts of interest,
which has the effect of limiting its duties, inciag fiduciary duties, to our unitholders. For exdepur affiliates that serve as the
general partners of our funds have fiduciary amttre@tual obligations to our fund investors, andhsabligations may cause such
affiliates to regularly take actions that might asely affect our near-term results of operatiansash flow. Our Managing Partner
would have no obligation to intervene in, or toifyobur unitholders of, such actions by such adfiis;

. because our principals will indirectly hold Grougrthership units that are not subject to corparateme taxation and we will hold
some of our Group Partnership units through a wholned subsidiary that is taxable as a corporationflicts may arise between
our principals and our partnership relating toghkection and structuring of investments;

. as discussed below, our Managing Partner has tintidiability and reduced or eliminated its dstiencluding fiduciary duties, under
our partnership agreement, while also restrictimgremedies available to our unitholders for actittrat, without these limitations,
might constitute breaches of duty, including figugiduties. In addition, we have agreed to indeynoifr Managing Partner and its
affiliates to the fullest extent permitted by laaxcept with respect to conduct involving bad fafthud or willful misconduct. By
purchasing our common units, you will have agresdl @nsented to the provisions set forth in outneaiship agreement, including
the provisions regarding conflicts of interest aftans that, in the absence of such provisionshiignstitute a breach of fiduciary or
other duties under applicable state law;

. our partnership agreement does not restrict ourdgisny Partner from causing us to pay it or itsliates for any services rendered, or
from entering into additional contractual arrangateavith any of these entities on our behalf, smlas the terms of any such
additional contractual arrangements are fair andarable to us as determined under the partneaghigment;

. our Managing Partner determines how much debt weriand that decision may adversely affect ouritratngs;
. our Managing Partner determines which costs indupkeit and its affiliates are reimbursable by us;
. other than as set forth in the non-competition,-solicitation and confidentiality agreements to @fhbur principals will be subject,

which may not be enforceable, affiliates of our Mgimg Partner and existing and former personnel@red by our Managing Partr
are not prohibited from engaging in other busingsseactivities, including those that might be iredt competition with us;

. our Managing Partner controls the enforcement Gfations owed to us by it and its affiliates; and

. our Managing Partner decides whether to retainragpaounsel, accountants or others to performcesor us.
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See "Certain Relationships and RelatedyPagnsactions” and "Conflicts of Interest and Eiduy Responsibilities.”

Our partnership agreement will contain provisionkdt reduce or eliminate duties (including fiduciamguties) of our Managing Partner
and limit remedies available to unitholders for &ohs that might otherwise constitute a breach oftgult will be difficult for a unitholder
to successfully challenge a resolution of a conflaf interest by our Managing Partner or by its clicts committee.

Our partnership agreement will contain fgmns that require our unitholders to waive orsmnmt to conduct by our Managing Partner
and its affiliates that might otherwise raise issabout compliance with fiduciary duties or apiealaw. For example, our partnership
agreement will provide that when our Managing Rarta acting in its individual capacity, as oppos®¢h its capacity as our Managing
Partner, it may act without any fiduciary obligatioto us or our unitholders whatsoever. When oundding Partner, in its capacity as our
general partner, is permitted to or required to enaklecision in its "sole discretion" or "discrati@r that it deems "necessary or appropriate"
or "necessary or advisable," then our Managingrneawill be entitled to consider only such intesegihd factors as it desires, including its
own interests, and will have no duty or obligat{iduciary or otherwise) to give any considerattorany interest of or factors affecting us or
any unitholders and will not be subject to anyetiint standards imposed by the partnership agraetherDelaware Revised Uniform
Limited Partnership Act, which we refer to as theldvare Limited Partnership Act, or under any other, rule or regulation or in equity.

The above modifications of fiduciary dutsge expressly permitted by Delaware law. Henceameeour unitholders will only have
recourse and be able to seek remedies against auading Partner if our Managing Partner breaclsesbiligations pursuant to our
partnership agreement. Unless our Managing Pabmeaiches its obligations pursuant to our partngragreement, we and our unitholders
will not have any recourse against our Managingreareven if our Managing Partner were to act inaaner that was inconsistent with
traditional fiduciary duties. Furthermore, evethiére has been a breach of the obligations sét fiodur partnership agreement, our
partnership agreement provides that our Managimgn&aand its officers and directors will not bablie to us or our unitholders for errors of
judgment or for any acts or omissions unless thasebeen a final and n-appealable judgment by a court of competent jirigoh
determining that the Managing Partner or its officend directors acted in bad faith or engagedaind or willful misconduct. These
provisions are detrimental to the unitholders beeahey restrict the remedies available to unitliedor actions that without those limitatic
might constitute breaches of duty including fidugiduties.

Whenever a potential conflict of interesisés between us and our Managing Partner, our MiagaPartner may resolve such conflict of
interest. If our Managing Partner determines ttsatésolution of the conflict of interest is onnterno less favorable to us than those generally
being provided to or available from unrelated thgedties or is fair and reasonable to us, takibg &ecount the totality of the relationships
between us and our Managing Partner, then it wilpiesumed that in making this determination, oandging Partner acted in good faith. A
unitholder seeking to challenge this resolutiothef conflict of interest would bear the burden wér@oming such presumption. This is
different from the situation with Delaware corpdoast, where a conflict resolution by an interegtady would be presumed to be unfair and
the interested party would have the burden of destnating that the resolution was fair.

Also, if our Managing Partner obtains tippraval of the conflicts committee of our ManagiPartner, the resolution will be conclusiv
deemed to be fair and reasonable to us and na&aeibby our Managing Partner of any duties it mag to us or our unitholders. This is
different from the situation with Delaware corpdoast, where a conflict resolution by a committeagisting solely of independent directors
may, in certain circumstances, merely shift thedbarof demonstrating unfairness to the plaintfffidu choose to purchase a common unit,
you will be treated as having consented to theiprans set forth in the partnership agreementpiiolg provisions regarding conflicts
interest
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situations that, in the absence of such provisionight be considered a breach of fiduciary or othgies under applicable state law. As a
result, unitholders will, as a practical mattert be able to successfully challenge an informedsitat by the conflicts committee. See
"Conflicts of Interest and Fiduciary Responsileigi"

The control of our Managing Partner may be transfed to a third party without unitholder consent.

Our Managing Partner may transfer its galngairtner interest to a third party in a mergecanmsolidation or in a transfer of all or
substantially all of its assets without the congdrdgur unitholders. Furthermore, at any time, ttembers of our Managing Partner may se
transfer all or part of their limited liability camany interests in our Managing Partner withoutahproval of the unitholders, subject to cer
restrictions as described elsewhere in this prdspeé new general partner may not be willing deab form new funds and could form
funds that have investment objectives and govert@ngs that differ materially from those of our @nt funds. A new owner could also have
a different investment philosophy, employ investhpmofessionals who are less experienced, be uassfid in identifying investment
opportunities or have a track record that is natuasessful as our track record. If any of thedomeg were to occur, we could experience
difficulty in making new investments, and the vabfeur existing investments, our business, oulte®f operations and our financial
condition could materially suffer.

We intend to pay periodic distributions to our uhilders, but our ability to do so may be limited byr holding company structure,
applicable provisions of Delaware law and contraatuestrictions.

Following the completion of this offeringe intend to pay cash distributions on a quarteasis. We are a holding company and will
have no material assets other than the Group Painipeunits that we will hold through wholly-ownedbsidiaries and will have no
independent means of generating income. Accordingdyintend to cause the Group Partnerships to riskebutions on the Group
Partnership units, including Group Partnershipautiiait we directly or indirectly hold, in ordergoovide us with sufficient amounts to fund
distributions we may declare on our common unftthe Group Partnerships make such distributiottsgrcholders of Group Partnership ur
including KKR Holdings, will be entitled to receieguivalent distributions pro rata based on theoup Partnership units, except that we
be entitled to priority distributions of income tlugh as described under "Distributiond3ol

The declaration and payment of any futusgéributions will be at the sole discretion of ddanaging Partner, which may change our
distribution policy at any time. Our Managing Partmill take into account general economic and fiess conditions, our strategic plans and
prospects, our business and investment opportandig financial condition and operating resultsrking capital requirements and
anticipated cash needs, contractual restrictiodsohtigations, including payment obligations pursua the tax receivable agreement, legal,
tax and regulatory restrictions, restrictions drestimplications on the payment of distributionsusyto our unitholders or by our subsidiaries
to us and such other factors as our Managing Rariag deem relevant. Under the Delaware Limitedrfeaship Act, we may not make a
distribution to a partner if after the distributiah our liabilities, other than liabilities to gaers on account of their partner interests and
liabilities for which the recourse of creditordimited to specific property of the partnership,umidexceed the fair value of our assets. If we
were to make such an impermissible distributiory, lanited partner who received a distribution amlw at the time of the distribution that
the distribution was in violation of the Delawarinited Partnership Act would be liable to us foe gimount of the distribution for three
years. In addition, the Group Partnerships' cash ftom operations may be insufficient to enabl® imake required minimum t:
distributions to its partners, in which case thewprPartnerships may have to borrow funds or sskt, and thus our liquidity and financial
condition could be materially adversely affected.

Furthermore, by paying cash distributicather than investing that cash in our businessesisk slowing the pace of our growth, or not
having a sufficient amount of cash to fund our agiens, new investments or unanticipated capitpeesditures, should the need arise.
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Our ability to characterize such distrilbas as capital gains or qualified dividend inconayroe limited, and you should expect that
some or all of such distributions may be regardedrdinary income.

We will be required to pay our principals for most the benefits relating to any additional tax degmiation or amortization deductions we
may claim as a result of the tax basis step-up weaive in connection with subsequent exchangeswfammon units and related
transactions.

We and our intermediate holding company imayequired to acquire Group Partnership unitsftione to time pursuant to our excha
agreement with KKR Holdings. To the extent thisuwrsg the exchanges are expected to result in @aease in our intermediate holding
company's share of the tax basis of the tangitder@angible assets of KKR Management Holdings LpRmarily attributable to a portion of
the goodwill inherent in our business, that woubd stherwise have been available. This increasaxiasis may increase (for tax purposes)
depreciation and amortization and therefore rediee@mount of income tax our intermediate holdiagpany would otherwise be required
to pay in the future. This increase in tax basiy alao decrease gain (or increase loss) on futspositions of certain capital assets to the
extent tax basis is allocated to those capitaltasse

We will enter into a tax receivable agreameith KKR Holdings requiring our intermediate Halg company to pay to KKR Holdings
transferees of its Group Partnership units 85%hefamount of cash savings, if any, in U.S. fedetate and local income tax that the
intermediate holding company actually realizesigateemed to realize, in the case of an early tetin payment by our intermediate
holding company or a change of control) as a resuhis increase in tax basis, as well as 85%hefamount of any such savings the
intermediate holding company actually realizesigateemed to realize) as a result of increasesxibasis that arise due to future payments
under the agreement. This payment obligation veilah obligation of our intermediate holding company not of either Group Partnership.
In the event that other of our current or futurbsidiaries become taxable as corporations and mc@ubup Partnership units in the future, or
if we become taxable as a corporation for U.S.d@dacome tax purposes, we expect that each sutity ill become subject to a tax
receivable agreement with substantially similam&rWhile the actual increase in tax basis, as agthe amount and timing of any payments
under this agreement, will vary depending uponralmr of factors, including the timing of exchangés, price of our common units at the
time of the exchange, the extent to which such axghs are taxable and the amount and timing ofacable income, we expect that as a
result of the size of the increases in the taxdoasthe tangible and intangible assets of our @i@artnerships, the payments that we may be
required to make to our existing owners will bestahtial. The payments under the tax receivableeagent are not conditioned upon our
existing owners' continued ownership of us. We magd to incur debt to finance payments under theetzeivable agreement to the extent
our cash resources are insufficient to meet ougatibns under the tax receivable agreement asudt ref timing discrepancies or otherwise.

Although we are not aware of any issue Wild cause the IRS to challenge a tax basis @sereour existing owners will not reimburse
us for any payments previously made under thedegivable agreement if such tax basis increaagcisessfully challenged by the IRS. As a
result, in certain circumstances payments to oistiag owners under the tax receivable agreemauitidme in excess of the intermediate
holding company's cash tax savings. The intermedialding company's ability to achieve benefitsifrany tax basis increase, and the
payments to be made under this agreement, willmteppon a number of factors, as discussed abosleding the timing and amount of our
future income.

51




If we were deemed to be an "investment company" anthe Investment Company Act, applicable restiicts could make it impractical fc
us to continue our business as contemplated andlddwave a material adverse effect on our business.

A person will generally be deemed to bé&iamestment company" for purposes of the Investn@rpany Act if:

. it is or holds itself out as being engaged prinyak proposes to engage primarily, in the businéssvesting, reinvesting or trading
in securities; or

. absent an applicable exemption, it owns or proptsasquire investment securities having a valueeding 40% of the value of its
total assets (exclusive of U.S. government seesrdind cash items) on an unconsolidated basis.

We believe that we are engaged primarilhanbusiness of providing asset management seraitg not in the business of investing,
reinvesting or trading in securities. We regardselues as an asset management firm and do notggdp@ngage primarily in the busines:
investing, reinvesting or trading in securitiescAringly, we do not believe that we are, or follogvthis offering will be, an "orthodox"
investment company as defined in section 3(a)(13fAhe Investment Company Act and described irfitsebullet point above. Further,
following the completion of this offering, we whlave no material assets other than our equitydésters general partner of one of the Group
Partnerships and our equity interest in a whollyred subsidiary, which in turn will have no matedakets other than the equity interest as
general partner of the other Group Partnershipoddpn these interests, we will directly or indirgdie the sole general partners of the Group
Partnerships and will be vested with all manageraadtcontrol over the Group Partnerships. We ddaléve our equity interest in our
wholly-owned subsidiary or our equity interestsedtty or through our wholly-owned subsidiary in tBeoup Partnerships are investment
securities. Moreover, because we believe thatdpéal interests of the general partners of oud§uin their respective funds are neither
securities nor investment securities, we belieat lkss than 40% of our partnership's total age&tdusive of U.S. government securities and
cash items) on an unconsolidated basis after ffesimg will be comprised of assets that could besidered investment securities.
Accordingly, we do not believe we are, or followitigs offering will be, an inadvertent investmentigpany by virtue of the 40% test in
Section 3(a)(1)(C) of the Investment Company Adallescribed in the second bullet point above. Iritaad we believe we are not an
investment company under Section 3(b)(1) of thestment Company Act because we are primarily erthaga non-investment company
business.

The Investment Company Act and the rulesainder contain detailed parameters for the ozgdon and operation of investment
companies. Among other things, the Investment Cayppeat and the rules thereunder limit or prohibétrtsactions with affiliates, impose
limitations on the issuance of debt and equity sttes, generally prohibit the issuance of optiansl impose certain governance requirem
We intend to conduct our operations so that wematibe deemed to be an investment company undéntdestment Company Act. If
anything were to happen which would cause our pastrip to be deemed to be an investment comparsgr tinel Investment Company Act,
requirements imposed by the Investment CompanyiAditding limitations on our capital structurejla to transact business with affiliates
(including us) and ability to compensate key empts; could make it impractical for us to continue lausiness as currently conducted,
impair the agreements and arrangements betweeanaodg our partnership, the Group Partnerships &/ Koldings, or any combination
thereof, and materially adversely affect our buséndinancial condition and results of operatidnsaddition, we may be required to limit the
amount of investments that we make as a principatieerwise conduct our business in a manner thes dot subject us to the registration
and other requirements of the Investment Comparty Ac

52




Risks Related to Our Common Units and this Offering

There may not be an active trading market for ouwwramon units, which may cause our common units tade at a discount from the initii
offering price and make it difficult to sell the somon units you purchase.

Prior to this offering, there has not beguublic trading market for our common units. Ipassible that after this offering an active
trading market will not develop or continue, whigbuld make it difficult for you to sell your commamits at an attractive price or at all. T
initial public offering price per common unit whle determined by agreement among us and the repaéises of the underwriters and may
not be indicative of the price at which our comnumits will trade in the public market after thidering.

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

The market price of our common units calddline as a result of sales of a large numbeowfnaon units in the market after the offer
or the perception that such sales could occur. & kafes, or the possibility that these sales mayrpalso might make it more difficult for us
to sell common units in the future at a time and ptice that we deem appropriate. Upon compleifahis offering, we will
have common units outstanding or common units outstanding assuming the underwréeescise in full their option to purchase
additional common units from us. All of the commarits will have been sold in this offering and via# freely tradable without restriction or
further registration under the Securities Act byspas other than our "affiliates.” See "Common diligible for Future Sale." Subject to
lock-up restrictions described under "Underwritinge may issue and sell in the future additionahomon units.

In addition, upon completion of this offegi KKR Holdings, which is owned by our principalsd certain of our former personnel and
controlled by our founders, will own an aggregdte o Group Partnership units. Over time, KKRIdings may distribute to its members
these Group Partnership units. These members woeirdhave the right to compel the Group Partnesstiipedeem these Group Partnership
units for cash or our common units, at the optibthe Group Partnerships. When a member of KKR i#ojsl gives the Group Partnerships
notice of his or her intention to compel a redemptiour partnership, with respect to our directiiests in KKR Fund Holdings L.P., and our
intermediate holding company with respect to irdesén KKR Management Holdings L.P., will have sigeeling rights to instead acquire
Group Partnership units for cash or our commonsuiiihe common units issued upon such exchangesiweulrestricted securities," as
defined in Rule 144 under the Securities Act, unlee register such issuances. However, we willrénte a registration rights agreement
with KKR Holdings that will require us to registdrese common units under the Securities Act. Wikddntend to contractually restrict our
existing owners' ability to transfer Group Parth@runits or common units that they may hold, them®ractual provisions may lapse over
time or be waived, modified or amended at any time.

In addition, our partnership agreement atitles us to issue an unlimited number of additipaatnership securities and options, rights,
warrants and appreciation rights relating to pastni@ securities for the consideration and on énms$ and conditions established by our
Managing Partner in its sole discretion without &pproval of our unitholders, including awards uritie 2007 Equity Incentive Plan. In
accordance with the Delaware Limited Partnershipakel the provisions of our partnership agreemeatmnay also issue additional partner
interests that have designations, preferencedsrigbwers and duties that are different from, mag be senior to, those applicable to our
common units.

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

Securities markets worldwide experiencaiicpnt price and volume fluctuations. This marketatility, as well as general economic,
market or political conditions, could reduce therkea price of common units in spite of our opergtperformance. In addition, our operating
results could be below the
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expectations of public market analysts and investole to a number of potential factors, includiagations in our quarterly operating results
or distributions to unitholders, additions or depees of key management personnel, failure to raealysts' earnings estimates, publicatio
research reports about our industry, changes @ogea changes in laws or regulations or differirigrpretations or enforcement thereof
affecting our business, adverse market reacti@nyoindebtedness we may incur or securities weigsae in the future, changes in market
valuations of similar companies or speculatiorhi@ press or investment community, and in respdrsenarket price of our common units
could decrease significantly. You may be unableetell your common units at or above the initiadblpuoffering price.

Risks Relating to U.S. Taxation

If we were treated as a corporation for U.S. fedkirscome tax or state tax purposes, then our dibtrtions to you would be substantial
reduced and the value of our common units coulddmversely affected.

The value of your investment in us depéndgsart on our being treated as a partnership {&: f&deral income tax purposes, which
requires that 90% or more of our gross income ¥eretaxable year consist of qualifying incomedafined in Section 7704 of the Internal
Revenue Code, and that our partnership not beteegisunder the Investment Company Act. Qualifyimpme generally includes dividends,
interest, capital gains from the sale or otherak#ion of stocks and securities and certain oftiens of investment income. We may not n
these requirements or current law may change o @use, in either event, us to be treated aspoiation for U.S. federal income tax
purposes or otherwise subject to U.S. federal irctar. We have not requested, and do not plargieers, a ruling from the IRS, on this or
any other matter affecting us.

If we were treated as a corporation for.Jefleral income tax purposes, we would pay U.&etal, state and local income tax on our
taxable income at the applicable tax rates. Digtidims to you would generally be taxed again apam@te distributions, and no income, gains,
losses, deductions or credits would otherwise flor@ugh to you. Because a tax would be imposed wgaas a corporation, our distributions
to you would be substantially reduced which cow@dse a reduction in the value of our common units.

Current law may change, causing us todegéd as a corporation for U.S. federal or statente tax purposes or otherwise subjecting us
to entity level taxation. See "—Risks Related ta Business—Legislation has been introduced thatidyduenacted, preclude us from
qualifying as a partnership for U.S. federal incamrepurposes. If this or any similar legislatiarregulation were to be enacted and apply to
us, we would incur a material increase in our taklility that could result in a reduction in thelwa of our common units." Because of
widespread state budget deficits, several statesvaluating ways to subject partnerships to efitgl taxation through the imposition of
state income, franchise or other forms of taxatibany state were to impose a tax upon us as #ity eour distributions to you would be
reduced.

You will be subject to U.S. federal income tax oouy share of our taxable income, regardless of wihet you receive any cash dividends
from us.

As long as 90% of our gross income for dagable year constitutes qualifying income asrdefiin Section 7704 of the Internal
Revenue Code, we are not required to register @svastment company under the Investment CompartyAa continuing basis, and
assuming there is no change in law (see "—RiskatBelto Our Business—Legislation has been intradititat would, if enacted, prelude us
from qualifying as a partnership for U.S. federaldme tax purposes. If this or any similar legistabr regulation were to be enacted and
apply to us, we would incur a material increasetintax liability that could result in a reductionthe value of our common units"), we will
be treated, for U.S. federal income tax purposes, @artnership and not as an association or &pubvhded partnership taxable as a
corporation. As a result, you will be subject t&Ufederal, state, local and possibly, in somegdeecign income taxation on your allocable
share of our items of income, gain, loss, deduatioth credit (including
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our allocable share of those items of any entitylich we invest that is treated as a partnership otherwise subject to tax on a flow
through basis) for each of our taxable years endiitlg or within your taxable year, regardless ofetifer or not you receive cash dividends
from us.

You may not receive cash dividends equgbtar allocable share of our net taxable incomeven the tax liability that results from that
income, although we intend to make tax distributjanportion of which will be distributed to ouritiolders. See "Distribution Policy." In
addition, certain of our holdings, including holg# if any, in a controlled foreign corporation,e0€FC, and a passive foreign investment
company, or a PFIC, may produce taxable income poithe receipt of cash relating to such inconnel, anitholders that are U.S. taxpayers
will be required to take such income into accouardétermining their taxable income. In the everaminadvertent termination of our
partnership status for which the IRS has grantdanited relief, each holder of our common unitsyntee obligated to make such adjustments
as the IRS may require to maintain our statuseri@mership. Such adjustments may require persoldiniy our common units to recognize
additional amounts in income during the years imnctvlthey hold such units.

In addition, because of our methods ofcating income and gain among our unitholders, yay bre taxed on amounts that accrued
economically before you became a unitholder. Seatélal U.S. Federal Tax Considerations."

Our interest in certain of our businesses will beld through the intermediate holding company, whig¥ill be treated as a corporation for
U.S. federal income tax purposes; such corporatiwill be liable for significant taxes and may creatgher adverse tax consequences,
which could potentially adversely affect the valoéyour investment.

In light of the publicly-traded partnershiges under U.S. federal income tax laws and atbguirements, we will hold our interest in
certain of our businesses through the intermediiading company which will be treated as corpornaifor U.S. federal income tax purposes.
The intermediate holding company will be liable $ognificant U.S. federal income taxes and applieakbate, local and other taxes that would
not otherwise be incurred, which could adverselgafthe value of your investment, and which cdwddncreased if the IRS were to
successfully reallocate deductions or income ofrétteted entities conducting our business. Thosiiadal taxes have not applied to our
existing owners in our organizational structureffect before this offering and will not apply taraexisting owners following this offering to
the extent they own equity interests directly atiractly in the Group Partnerships.

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

In order for us to be treated as a parhiprfor U.S. federal income tax purposes and n@reassociation or publicly traded partnership
taxable as a corporation, we must meet the quatjfincome exception discussed below on a continbégis and we must not be required to
register as an investment company under the Invegt@ompany Act. In order to effect such treatmemtor our subsidiaries may be
required to invest through foreign or domestic ocogpions subject to corporate income tax, or enteracquisitions, borrowings, financings
or other transactions we may not have otherwiseredtinto.

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

If you sell your common units, you will i@mnize a gain or loss equal to the difference betwbhe amount realized and the adjusted tax
basis in those common units. Prior distributiongda in excess of the total net taxable incomecalied to you, which decreased the tax basis
in your common units, will in effect become taxalleome to you if the common units are sold atieepgreater than your tax basis in
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those common units, even if the price is less tharoriginal cost. A portion of the amount realizedhether or not representing gain, may be
ordinary income to you.

We do not intend to make, or cause to be made, lant®n under Section 754 of the Internal Revenuede to adjust our asset basis or the
asset basis of certain of the Group Partnership&ius, a holder of common units could be allocated madaxable income in respect of thc
common units prior to disposition than if such andeetion were made.

We currently do not intend to make, or eaissbe made, an election to adjust asset basey Settion 754 of the Internal Revenue Code
with respect to us. If no such election is maderetwill generally be no adjustment for a transfesEcommon units even if the purchase
of those common units is higher than the commotsusinare of the aggregate tax basis of our assatediately prior to the transfer. In that
case, on a sale of an asset, gain allocable emafaree could include built-in gain allocablehte transferee at the time of the transfer, which
built-in gain would otherwise generally be elimipaif a Section 754 election had been made. Se¢etMaU.S. Federal Tax
Considerations—U.S. Taxes—Consequences to U.Serolif Common Units—Section 754 Election."

We may hold or acquire certain investments through entity classified as a PFIC or CFC for U.S. fe@déincome tax purposes.

Certain of our funds' investments may bfomign corporations or may be acquired througbraign subsidiary that would be classified
as a corporation for U.S. federal income tax puepoSuch an entity may be a PFIC or a CFC for téd&ral income tax purposes.
Unitholders indirectly owning an interest in a PRICa CFC may experience adverse U.S. tax consegseBee "Material U.S. Federal Tax
Considerations—U.S. Taxes—Consequences to U.Serolf Common Units—Passive Foreign Investment Gongs" and "—Controlled
Foreign Corporations."

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

We may be, or may become, engaged in attd& or business for U.S. federal income tax @sgp, including by reason of investments
in U.S. real property holding corporations, in whizase some portion of our income would be treaseelffectively connected income with
respect to non-U.S. holders, or ECI. To the exbemtincome is treated as ECI, nonS. holders generally would be subject to withirddax
on distributions they receive of such income, wdagdrequired to file a U.S. federal income taxmefior such year reporting their allocable
share of income effectively connected with suchdrar business and any other income treated asaB@ould be subject to U.S. federal
income tax at regular U.S. tax rates on any sucbne (state and local income taxes and filings aisy apply in that event). Non-U.S.
holders that are corporations may also be subpeat30% branch profits tax on their distributiofiswch income. In addition, certain income
from U.S. sources that is not ECI allocable to kb8- holders will be reduced by withholding taxeposed at the highest effective
applicable tax rate.

Tax-exempt entities face unique tax issues from égmgncommon units that may result in adverse tax eaguences to them.

In light of our intended investment aciie®, we are likely to derive income that constsut@related business taxable income, or UBTI,
because we will likely incur acquisition indebtedseConsequently, a holder of common units thattés-exempt organization will likely be
subject to unrelated business income tax to theneéxihat its allocable share of our income congistdBTI. A tax-exempt partner of a
partnership would be treated as earning UBTI ifghenership regularly engages in a trade or basitieat is unrelated to the exempt function
of the tax-exempt partner, if the partnership desiincome from debt-financed property or if thetpar interest itself is debt-financed.
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We cannot match transferors and transferees of coomunits, and we will therefore adopt certain incentax accounting conventions th
may not conform with all aspects of applicable teequirements. The IRS may challenge this treatmenhich could adversely affect the
value of our common units.

Because we cannot match transferors andfereees of common units, we will adopt deprecmtamortization and other tax accounting
positions that may not conform with all aspectexibting Treasury regulations. A successful IRSlehge to those positions could adversely
affect the amount of tax benefits available to muitholders. It also could affect the timing of sketax benefits or the amount of gain on the
sale of common units and could have a negative émpathe value of our common units or result iditsuof and adjustments to our
unitholders' tax returns.

The sale or exchange of 50% or more of our capigald profit interests will result in the terminationf our partnership for U.S. federal
income tax purposes.

We will be considered to have been ternaiddor U.S. federal income tax purposes if ther@ssle or exchange of 50% or more of the
total interests in our capital and profits withidZz-month period. A termination of our partnershipuld, among other things, result in the
closing of our taxable year for all unitholderseS®aterial U.S. Federal Tax Considerations" faleacription of the consequences of our
termination for U.S. federal income tax purposes.

Unitholders may be subject to state and local tagesl return filing requirements as a result of ingéng in our common units.

In addition to U.S. federal income taxas, onitholders may be subject to other taxes, ooy state and local taxes, unincorporated
business taxes and estate, inheritance or intantzikkes that are imposed by the various jurisdistia which we do business or own property
now or in the future, even if our unitholders dd reside in any of those jurisdictions. Our unitterls may be required to file state and local
income tax returns and pay state and local inc@xestin some or all of these jurisdictions. Furtheitholders may be subject to penalties
failure to comply with those requirements. It is tiesponsibility of each unitholder to file all UfSderal, state and local tax returns that may
be required of such unitholder. Our counsel hagerdered an opinion on the state or local tax@gusnces of an investment in our common
units.

We do not expect to be able to furnish to each tolter specific tax information within 90 days aft¢he close of each calendar year,
which means that holders of common units who areSUtaxpayers should anticipate the need to file aatly a request for an extension of
the due date of their income tax return.

As a publicly traded partnership, our ofiataresults, including distributions of incomeyidiends, gains, losses or deductions, and
adjustments to carrying basis, will be reportedsehedule K-1 and distributed to each unitholdemafip. It will require longer than 90 days
after the end of our fiscal year to obtain the isiglinformation from all lower-tier entities sbat K-1s may be prepared for the Partnership.
For this reason, holders of common units who a& thxpayers should anticipate the need to filaialynwith the IRS (and certain states) a
request for an extension past April 15 or the atfie applicable due date of their income tax refarrihe taxable year. See "Material U.S.
Federal Tax Considerations—U.S. Taxes—Administeakilatters—Information Returns."

57




USE OF PROCEEDS

We estimate that we will receive approxiehat of net proceeds from this offeririteadeducting estimated underwriting
discounts and offering expenses, or $ hefunderwriters exercise in full their option taghase additional common units from us, in ¢
case at the assumed offering price of $ based on the midpoint of the price range indit@n the cover page of this prospectus. We

intend to contribute the net proceeds we receiwa fihis offering to the Group Partnerships in exgjeafor newly issued units in the Group
Partnerships. We anticipate that the Group Pattipgsvill use approximately % to % of the patceeds that they receive from us to
grow our existing business, approximately % &b of the net proceeds to expand into new relatesinesses, approximately % to % of
the net proceeds to make additional capital comemitsito our funds and portfolio companies and apprately % to % of the net

proceeds for general corporate purposes. Nonergirincipals are selling any common units or wtthherwise receive any of the net proceeds
from this offering.
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DISTRIBUTION POLICY

We intend to make quarterly cash distritmasito our unitholders in amounts that in the ag@pes are expected to constitute substantially
all of our adjusted cash flow from operations egehr in excess of amounts determined by our Magagartner to be necessary or
appropriate to provide for the conduct of our bass) to make appropriate investments in our busiaed our funds, to comply with
applicable law and any of our debt instrumentstbeagreements or to provide for future distribng to our unitholders for any one or more
of the ensuing four quarters. Our distribution pplieflects our belief that distributing substaltyiall of our adjusted cash flow from
operations will provide transparency for our unittess and impose on us an investment disciplink veispect to the businesses and stratt
that we pursue.

Adjusted cash flow from operations is imted to reflect the actual cash flow attributableiscand is equal to cash flow presented in
accordance with GAAP, adjusted to exclude cash flating to (i) the investment activities of ounsolidated funds, (ii) the realized and
unrealized income attributable to non-controllintgrests in consolidated funds and (iii) changesuinoperating assets and liabilities. We
expect that our first quarterly distribution wik Ipaid in in respect of fegiod from the completion of this offering
through . Because we wilt kmow what our available adjusted cash flow frgpei@tions will be for any year until the end of
such year, we expect that our first three quartidiributions in respect of any given year wilhgeally be smaller than the final quarterly
distribution in respect of such year.

Because we are a holding company and downtany material cash-generating assets otherdhiadirect and indirect interests in the
Group Partnerships, we will depend on cash didinbs that we receive on the Group Partnershipsuhit we hold directly or through our
intermediate holding company to fund any distribog that we make on our common units. Our ManaBemgner intends to cause the Group
Partnerships to make cash distributions on the BRartnership units that we directly and indirebityd in amounts that are sufficient to
allow us to fund any distributions that are deadama our common units. We will fund distributioiifsany, in three steps:

. first, the Managing Partner will cause the Grouptraships to make distributions to holders of Gr&artnership units pro rata in
accordance with their respective percentage inteieshe Group Partnerships (except as set farthe following paragraph);

. second, we will cause our intermediate holding canypto distribute to us its share of such distidng, after deducting taxes and
amounts payable under the tax receivable agreermedt;
. third, we will distribute our net share of suchtdizutions to our unitholders on a pro rata basis.
The partnership agreements of the GroumnBahips will provide that until , digtdtions from the Group Partnerships, if any, will

be allocated each year in three steps:

. first, to us and our intermediate holding compangilsufficient amounts have been so allocatedeionit us to make aggregate
distributions to our unitholders of $ pemmon unit on an annualized basis for such year;
. second, to the other holders of Group Partnershigs until an equivalent amount on a per unit bhais been distributed to such other

holders for such year; and

. thereafter, pro rata to all holders of Group Paghig units.

Accordingly, until , our princigaWwill not receive distributions, other than tagtdbutions, in respect of their Group Partnership
units for a year unless and until our unitholdexseive aggregate distributions of $ penwmn unit on an annualized basis for such !
We do not intend to maintain this priority distritan after . After , all the ino@ (and accordingly distributions) of
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the Group Partnerships will be allocated pro ratadlders of Group Partnership units in accordanitie their respective percentage interests
in the Group Partnerships.

The actual amount and timing of distribnian our common units will be subject to the diion of our Managing Partner's board of
directors, and we cannot assure you that we withat make distributions as intended. In particullae amount and timing of distributions v
depend upon a number of factors, including, amdhgrs, our available cash and current and antieipeash needs; general economic and
business conditions; our strategic plans and paspeur results of operations and financial caadijtour capital requirements; legal,
contractual and regulatory restrictions on the payyhof distributions by us or our subsidiaries andh other factors as the board of directors
of our Managing Partner considers relevant. Intémidiunder Section 17-607 of the Delaware Limigadtnership Act, we will not be
permitted to make a distribution if, after givinffeet to the distribution, our liabilities would eged the fair value of our assets. To the extent
that we enter into one or more credit facilitiemnfrtime to time, the terms of such facilities mégodimit our ability to make distributions to
unitholders under certain circumstances.

If the general partners of the Group Pastnies determine that distributions from the Gr&gstnerships would otherwise be insufficient
to cover the tax liabilities of a holder of a Grdeartnership unit, the partnership agreement di &oup Partnership will provide for tax
distributions to the holders of Group Partnershifisu Generally, these tax distributions will berqmuted based on our estimate of the net
taxable income of the relevant Group Partnershgeable to a holder of a Group Partnership unittipli#gd by an assumed tax rate equal to
the highest effective marginal combined U.S. feljastate and local income tax rate prescribed foindividual or corporate resident in New
York, New York (taking into account the non-dedhiify of certain expenses and the character ofrtheme). If we had completed the
Reorganization Transactions and this offering owuday 1, 2006, the assumed effective tax ratehfotax year ended December 31, 2006
would have been approximately 46%. A portion of angh tax distributions received by us, net of am®used by our subsidiaries to pay
their tax liability, will be distributed to our uthiolders. Such amounts are generally expected suffieient to permit our U.S. unitholders to
fund their estimated U.S. tax obligations (incluglany federal, state and local income taxes) vagipect to their distributive shares of net
income or gain, after taking into account any witlafing tax imposed on us. We cannot assure you fibradny particular unitholder, such
distributions will be sufficient to pay the unitli@r's actual U.S. or non-U.S. tax liability.

Historically, we typically have made casstiibutions to our existing owners when we recdisggnificant distributions from our funds.
In addition, we have historically made cash disiiins to our senior principals annually in conf@tivith the payment to us of management
and other fees. These distributions were not madsuant to any agreement. For the fiscal yearsceBéeember 31, 2005 and 2006 and the
three months ended March 31, 2007, we distribuf&d 8 million, $1.1 billion and $318.8 million, y@ectively, to our existing owners. Prior
to this offering, we intend to make one or morehcaisd in-kind distributions to certain of our ekigtowners representing substantially all of
the cash-on-hand and certain personal propertyeofrtanagement company for our private equity fulidke offering had occurred on
March 31, 2007, we estimate that the aggregate atfisuch distributions would have been $  million. However, the actual amount
such distributions will depend on the amount ofrtlEnagement company's cash-on-hand at the tinte afftering.
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CAPITALIZATION

The following table presents our combinadhcand cash equivalents and capitalization asan€ivi31, 2007:

. on an actual basis; and

. on a pro forma basis giving effect to the Reorgation Transactions, this offering, our use of thecpeds from this offering and the

other transactions described under "Unaudited Brm& Financial Information.”

You should read this information togethéhwhe information included elsewhere in this p@stus, including the information set forth
under "Organizational Structure," "Use of Proceetdnaudited Pro Forma Financial Information,” "Magement's Discussion and Analysis
of Financial Condition and Results of Operationsd aur predecessor combined financial statememtsedated notes thereto.

Cash and cash equivalel
Cash and cash equivalents held at consolidatetiesi

Restricted cash and cash equivale
Total cash, cash equivalents and restricted

Debt obligations

Accounts payable, accrued expenses and otheiitied
Total liabilities

Non-controlling interests in consolidated entit

Principals' interests in consolidated enti

Partners' capite

Accumulated other comprehensive inca

Total partners' capit:

Total capitalizatior

(1) A $1.00 increase or decrease in the assumed ipitlaic offering price of $

March 31, 2007

Actual

Pro Forma(1)

($ in thousands)

$ 97,16¢
1,851,71

$

174,14:

$ 2,123,02i

$ 1,685,68
394,04
2,079,731

21,907,78

1,892,52
7,262

1,899,78!

$ 25,887,30

per common tyiased on the midpoint of the price

range indicated on the cover page of this prosgeuetauld increase or decrease cash and cash espiivatotal cash, cash equivalents

and restricted cash, partners' capital, total pastrcapital and total capitalization by $  million, $

million, $

million

$ million and $ million, resgtively, assuming the number of common units efldwy us, as set forth on the cover page
of this prospectus, remains the same and afteratiediuthe estimated underwriting discounts anchestied expenses payable by us.




DILUTION

If you invest in our common units, yourargst will be diluted to the extent of the diffecerbetween the initial public offering price per
common unit and the pro forma net tangible booki@gler common unit after this offering. Dilutiorsudts from the fact that the offering
price per common unit is substantially in excesthefbook value per common unit attributable teexg equity holders.

Our pro forma net tangible book value aMafch 31, 2007 was approximately $ , or$ per common unit. Pro forma net
tangible book value represents the amount of tatadible assets less total liabilities, after giyaffect to the Reorganization Transactions,
and pro forma net tangible book value per commahrapresents pro forma net tangible book valuéddid by the number of common units
outstanding, after giving effect to the Reorgan@ai ransactions and assuming that all holdersroti Partnership units (other than our
intermediate holding company) exchanged their Gfeaginership units for newly-issued common unite.@me-for-one basis.

After giving effect to the Reorganizatiorafisactions and the sale of common unitBis offering at an assumed initial public
offering price of $ per common unit, reggpting the midpoint of the price range on the co¥¢his prospectus, our pro forma net
tangible book value would have been $ $or percommon unit. This represents anediate increase in net tangible book value of
$ per common unit to existing equity hefand an immediate dilution in net tangible boalue of $ per common unit to new
investors.

The following table illustrates this dilati on a per common unit basis assuming the undersido not exercise their option to purchase
additional common units.

Assumed initial public offering price per commonitt $
Pro forma net tangible book value per common wifaMarch 31, 200 $
Increase in pro forma net tangible book value penmon unit attributable to new invest

Pro forma net tangible book value per common uitér gahe offering

Dilution in pro forma net tangible book value penmamon unit to new investo $
.|

The following table summarizes, on the sgmeforma basis as of March 31, 2007, the totahlmer of common units purchased from
the total cash consideration paid to us and theageeprice per common unit paid by existing eghdlders and by new investors purchasing
common units in this offering, assuming that altted holders of Group Partnership units (other thamintermediate holding company)
exchanged their Group Partnership units for neagysd common units on a one-for-one basis.

Common Units Total
Purchased Consideration
Average
Price Per
Number Percent Amount Percent Common Unit

Existing equity holder
New investors
Total
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ORGANIZATIONAL STRUCTURE

The following diagram illustrates the owstdp and organizational structure that we will haaenediately after the completion of the
Reorganization Transactions and this offering.
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Notes:

* Except for KKR Management Holdings Corp., all éatitare taxable as partnerships for U.S. fedecalnire tax purposes. KKR
Management Holdings Corp. will be taxable as a @@tion for U.S. federal income tax purposes. Fdisaussion of pending
legislation that may preclude us from qualifying fieatment as a partnership for U.S. federal inetem purposes, see "Risk
Factors—Risks Related to Our Business—Legislatamiieen introduced that would, if enacted, preclisdfeom qualifying as a
partnership for U.S. federal income tax purpodehis or any similar legislation or regulation o be enacted and apply to us, we
would incur a material increase in our tax liagilihat could result in a reduction in the valueof common units."

i In connection with the Reorganization Transactitims,Group Partnerships will not acquire any irgesén the 1996 Fund or the
general partners of the 1996 Fund, and will acqoiilg an economic (but not controlling) interesthe general partner of the KKR
Private Equity Investors master fund. The managérmmpanies for our funds, the general partneth@f996 Fund and
subsequently formed private equity funds, the gargartners of two entities that constitute the KBfRategic Capital Funds and the
consolidated subsidiaries of the foregoing compttieeKKR Group, our predecessor for accounting pseg. See "Organizational
Structure—The KKR Group."

**  \We have not yet commenced our capital marketsiieybut expect to do so shortly after we receiV@ppropriate regulatory
approvals and licenses.

The KKR Group

Prior to the Reorganization Transactions,lusiness was comprised of certain consolidatédcambined entities under the common
control of our senior principals, and under the own ownership of our principals and our other éxisbwners. These entities, which we
refer to as the KKR Group, consist of:

. the management companies for our funds;

. the general partners of the 1996 Fund and our gulesdly formed private equity funds;

. the general partners of two of the entities thaistitute the KKR Strategic Capital Funds; and
. the consolidated subsidiaries of the foregoing.

The KKR Group is considered our predecefsaaccounting purposes and its combined finaratetements will be our historical
financial statements following the Reorganizatiogansactions and this offering. Because the ledgitiesthat comprise the KKR Group are
under the common control of our senior principald will continue to be under their common contaldwing the completion of the
Reorganization Transactions and this offering, viltagcount for the Reorganization Transactions Huisl offering as a transfer of interests
under common control. You should note, howevet, weawill not acquire all of the interests in th&R Group in connection with the
Reorganization Transactions and, accordingly, ttietombined financial statements of the KKR Grmgy not be indicative of the results
operations and financial condition that we will bdellowing the completion of this offering. See Group Partnerships," "Unaudited Pro
Forma Financial Information" and "Management's Déston and Analysis of Financial Condition and Resaf Operations.”

Our Partnership

We were formed as a Delaware limited pastme on June 25, 2007 to act as a holding comfaryne Group Partnerships following t
completion of the Reorganization Transactions. Viledivectly or indirectly serve as sole generaitpar of each of the Group Partnerships,
which will provide us with control over their busiss and affairs. In addition, we will use the metcpeds that we receive from this offering
directly or indirectly acquire a number of GrouptiRarship units that is equal to our outstandingiiemn units, which will entitle us to share
ratably (along with our principals through KKR
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Holdings) in the assets, liabilities, profits, lessand distributions of the Group Partnershipsumésg that the underwriters do not exercise
their option to purchase additional common unitsrfrus, we will directly and indirectly own an aggate of % of the outstanding Gn
Partnership units upon the completion of this dffgassuming the midpoint of the price range ingidaon the cover page of this prospectus.
We will account for the portion of outstanding GpoBartnership units that we do not own as prinsipaterests in our consolidated financ
statements.

KKR Holdings will initially own all of theutstanding Group Partnership units that we daanqtiire in connection with the offering. It
will also hold an equivalent amount of special mgtunits in our partnership, which will entitletét cast an equivalent number of votes on any
matters that may be submitted to a vote of ouhofiers. We will enter into an exchange agreeméthit MKR Holdings in connection with
the Reorganization Transactions pursuant to whi€R Koldings or certain of the transferees of it®@r Partnership units may up to four
times each year (subject to the terms of the exgdhagreement) exchange Group Partnership unitslyeliem (together with corresponding
special voting units) for our common units on a-fwreone basis, subject to customary conversion ratestdgents for splits, unit distributio
and reclassifications and compliance with otheliagbple transfer restrictions. We have not yet dateed how any such future exchanges
will be accounted for in our consolidated finanattements. To the extent that Group Partnerstitp held by KKR Holdings or its
transferees are exchanged for our common unitsntenests in the Group Partnerships will be cqoeslingly increased. Any common units
received upon such an exchange will be subjeatya@strictions that were applicable to the excle@inGroup Partnership units, including .
applicable transfer restrictions.

After the completion of this offering, oMianaging Partner intends to cause the Group Pattipesrto make distributions on their
outstanding Group Partnership units in amountsatasufficient to allow us to fund any distriburtiothat we make on our common units.
"Distribution Policy." To the extent that we receiany distributions on the Group Partnership uhis we hold, KKR Holdings and any ott
holder of Group Partnership units will be entittedeceive pro rata distributions on their GrouptiRship units, except that we will be
entitled to priority distributions of income thraug as described under "Distribution Policy.

Our Managing Partner

As is commonly the case with limited parghéps, our partnership agreement provides fonthragement of our business and affairs by
a general partner rather than a board of direc@us.Managing Partner, which serves as our solergépartner, has a board of directors that
is co-chaired by our founders Henry Kravis and @edRoberts and officers that are appointed byatsdh Upon completion of this offering,
we expect our Managing Partner's board to con§estnoajority of independent directors and to haveadit committee and a conflicts
committee composed entirely of independent directour Managing Partner will not have an economterest in our partnership, except for
one common unit. Messrs. Kravis and Roberts wills@s Co-Chief Executive Officers of our Managiaytner.

Our unitholders do not hold securities of Managing Partner and are not entitled to votilénelection of its directors or other matters
affecting its governance. Accordingly, only thosggons holding limited liability company interestour Managing Partner will be entitled
to vote in the election or removal of its directara proposed amendments to its charter documemts other matters that require approval of
its equity holders. Our Managing Partner's outstaptimited liability company interests consist@lass A shares, which are entitled to vote
on the election and removal of directors and ddeomatters that have not been delegated to threl lnbairectors or reserved for the vote of
Class B shareholders, and Class B shares, whicknéitked to vote only with respect to the manmewhich our subsidiaries vote any voting
interests that they hold in the general partnemuofforeign funds. All of our Managing Partnengsianding Class A shares and Class B
shares will be held by our senior principals ugma ¢ompletion of the Reorganization Transactionsthis offering. See "Management—
Managing Partner Board Structure and Practices—tieteand Removal of Directors" and "Security Owhgos—Our Managing Partner."
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Group Partnerships
Following the Reorganization Transactidhs, Group Partnerships will consist of the followitomponents of our business:

. controlling and economic interests in our managdroempanies, allowing us to control our managensentpanies and their
respective subsidiaries (including the entitiestigh which we conduct capital markets activitiesjwll as share ratably in the
management, monitoring, transaction and other piatéees paid by all of our funds, portfolio conmi@s and investment targets and
other amounts paid by our credit strategy funds;

. controlling and economic interests in the geneaalners of our traditional private equity fundsh@tthan the 1996 Fund and our
earlier funds, as the general partners of thosdsfane not expected to receive meaningful procedsfurther realizations), which
will allow us to control those entities and shaatably in the carried interest received from thiosels as well as any returns on
investments made by or on behalf of those genaréhers after the completion of the offering; and

. an economic (but not controlling) interest in tlemgral partner of the KKR Private Equity Investaoraster fund, which will allow us
to share ratably in the carried interest paid & thnd.

In addition to the principals' interestatthvill result from KKR Holdings' ownership of GrpuPartnership units, certain minority inves
who have been or are involved in our businesswibeoetain economic interests in some or all of gibove entities following the completion
of the Reorganization Transactions. Those retaimedests, which will be accounted for as "ramtrolling interests in consolidated entitie
will consist of:

. economic interests in the general partners of auate equity funds that will entitle certain pripals and former principals to %
of the capital invested by or on behalf of thoseegal partners before the completion of the offgand any profit thereon;

. interests in our management company for our priegtéty funds and the general partners of our fuhdswill entitle certain minorit
investors to % of the net profits of ousmagement company and % of the carrientést received from those general
partners with respect to the funds' investments fapecified period of time; and

. a 35% interest in the management company for aditcstrategy funds that will allocate to the menshaf that management company
their allocable share of the management compaey'siaome.

The Group Partnerships will not acquire angrests in the 1987 Fund, the 1993 Fund or 86 Fund (as the general partners of those
private equity funds are not expected to receivammgful proceeds from further realizations) or Ki€R Private Equity Investors feeder fu
or control over the KKR Private Equity Investorsstea fund, although they will acquire an economteiiest in the general partner of the
KKR Private Equity Investors master fund. In aceorce with GAAP, we have included the 1996 FundtaedKKR Private Equity Investors
master fund in our predecessor combined finanti&ments, because both funds were under the coroamdrol of our senior principals and
were significant to our operations during the pasiéor which historical financial information hasdn presented in this prospectus. Because
we will not control the 1996 fund and the KKR Ptiw&quity Investors master fund following the coetjan of the offering, we will not
consolidate them in our financial statements fourfe periods, although we will account for our emmic interest in the KKR Private Equity
Investors master fund under the equity method obaweting. For information concerning the pro forimgoact that the elimination or
deconsolidation of these entities would have hadwrhistorical predecessor combined financiakstents, please see "Unaudited Pro Fc
Financial Information.”
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Tax Receivable Agreement

The acquisition by our intermediate holdamgnpany of Group Partnership units from KKR Hotgliror transferees of its Group
Partnership units from time to time pursuant togkehange agreement is expected to result in aadse in our intermediate holding
company's share of the tax basis of the tangitder@angible assets of KKR Management Holdings LpRmarily attributable to a portion of
the goodwill inherent in our business, that woubd stherwise have been available. This increasaxasis may increase (for tax purposes)
depreciation and amortization and therefore rediee@mount of tax our intermediate holding compaoyld otherwise be required to pay in
the future. This increase in tax basis may alseea#se gain (or increase loss) on future dispostadrtertain capital assets to the extent tax
basis is allocated to those capital assets. Weewibr into a tax receivable agreement with KKRditals requiring our intermediate holding
company to pay to KKR Holdings or transferees ®Qtoup Partnership units 85% of the amount of sasings, if any, in U.S. federal, state
and local income tax that the intermediate holdiompany actually realizes (or is deemed to realizthe case of an early termination
payment by our intermediate holding company orange of control) as a result of this increasexiasis, as well as 85% of the amount of
any such savings the intermediate holding compatyadly realizes (or is deemed to realize) as alted increases in tax basis that arise due
to future payments under the agreement. Althouglaneenot aware of any issue that would cause tBetdRchallenge a tax basis increase,
existing owners will not reimburse us for any paytsepreviously made under the tax receivable ageeeifsuch tax basis increase were
successfully challenged by the IRS. See "Certaiat®aships and Related Party Transactions—Tax iRebke Agreement.” In the event that
other of our current or future subsidiaries bectaxable as corporations and acquire Group Partipeusiits in the future, or if we become
taxable as a corporation for U.S. federal incomepiaposes, we expect that each will become subjextax receivable agreement with
substantially similar terms.

Other Tax Matters

As discussed in "Material U.S. Federal Tansequences," under existing laws and regulatanpartnership will be treated as a
partnership and not as a corporation for U.S. fddacome tax purposes. An entity that is treated gartnership for U.S. federal income tax
purposes is not a taxable entity and incurs no féderal income tax liability. Instead, each partiseequired to take into account its alloc:
share of items of income, gain, loss and deductfdhe partnership in computing its U.S. federabime tax liability, regardless of whether
cash distributions are made. Distributions of dagla partnership to a partner are generally natiexunless the amount of cash distribute
a partner is in excess of the partner's adjustsis Inaits partner interest. However, our partngrsigreement does not restrict our ability to
take actions that may result in us being treatemhaantity taxable as a corporation for U.S. feld@nad applicable state) income tax purposes.
See "Material U.S. Federal Tax Consequences" fomamary discussing certain U.S. federal tax conaitms related to the purchase,
ownership and disposition of our common units athefdate of this prospectus. Also see "Risk Faetdrisks Related to Our Business—
Legislation has been introduced that would, if éeadcpreclude us from qualifying as a partnersbipf.S. federal income tax purposes. If
this or any similar legislation or regulation wéoebe enacted and apply to us, we would incur &ri@tncrease in our tax liability that could
result in a reduction in the value of our commoitath

We believe that the Group Partnerships alib be treated as partnerships and not as ctiggmdor U.S. federal income tax purposes.
Accordingly, the holders of Group Partnership unitsluding our intermediate holding company, wiltur U.S. federal, state and local
income taxes on their proportionate share of atyan@ble income of the Group Partnerships. Sulgettte priority distribution rights, net
profits and net losses of a Group Partnershipgeitierally be allocated to its partners (including partnership and our intermediate holding
company) pro rata in accordance with the percestafjtheir respective partner interests. Becauseieirectly and indirectly own an
aggregate of % of the outstanding Groupnieaship units upon completion of this offeringy @artnership will initially be
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indirectly allocated % of the net profitisd net losses of the Group Partnerships, sulggmidrity distribution rights in favor of our
partnership and our intermediate holding companyutph as described under "Distributioni®ol The remaining net profits and net
losses will be allocated to the other holders aduprPartnership units, which will initially consist KKR Holdings. These percentages are
subject to change, including upon an exchange otiGPartnership units for our common units and upsmance of additional common ur
by our partnership.

If the general partners of the Group Pastnies determine that distributions from the Gr&astnerships would otherwise be insufficient
to cover the tax liabilities of a holder of a GraRartnership unit, the partnership agreement df &oup Partnership will provide for cash
distributions, which we refer to as tax distributio to the holders of Group Partnership units. Galye these tax distributions will be
computed based on our estimate of the net taxabtarie of the relevant partnership allocable tolddrmf a Group Partnership unit
multiplied by an assumed tax rate equal to thedsgbffective marginal combined U.S. federal, state local income tax rate prescribed for
an individual or corporate resident in New York vN¥ork (taking into account the non-deductibilitiyaertain expenses and the character of
the income). If we had completed the Reorganizafi@nsactions and this offering on January 1, 2685 assumed effective tax rate for the
year ended December 31, 2006 would have been apmatety 46%. A portion of any such tax distributsoreceived by us, net of amou
used by our subsidiaries to pay their tax liabjyll be distributed to our unitholders. Such amtsuare generally expected to be sufficient to
permit our U.S. unitholders to fund their estimalte®. tax obligations (including any federal, statel local income taxes) with respect to
their distributive shares of net income or gaiterafaking into account any withholding tax imposedus. We cannot assure you that, for any
particular unitholder, such distributions will befficient to pay the unitholder's actual U.S. onfd.S. tax liability.

KKR Holdings

Our principals and certain former persowi#lihold equity interests in our business throl)kR Holdings, which will hold the Group
Partnership units not held by us. As a result,gtindividuals will receive financial benefits froour business in the form of distributions and
payments received from KKR Holdings and the apptéan in the value of the Group Partnership uthigg KKR Holdings owns. The Group
Partnership units held by KKR Holdings will be sedtjto applicable transfer restrictions, and wilt he exchangeable for our common units
before

IPO Date Equity Awards

At the time of this offering, we intenddoant to our employees who are not principals ayvegate of restricted common units
under our 2007 Equity Incentive Plan, which restdccommon units will be allocated based on eaghl@mree's seniority. We will settle the
restricted common units granted to these employete form of unrestricted common units or in cadblders of restricted common units
will not be entitled to any voting rights or digtitions with respect to their restricted commortsirSee "Management—IPO Date Equity
Awards."
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UNAUDITED PRO FORMA FINANCIAL INFORMATION

The unaudited pro forma financial information cantd in this prospectus is subject to completioa ttuthe fact that information
relating to the Reorganization Transactions and thfifering currently is not determinable. We intém@omplete this pro forma financial
information, including amounts relating to the gosma adjustments set forth in the accompanyinguditad condensed pro forma statement
of financial condition and unaudited condensed forona statements of income, as and when we uphiatprospectus and such information
becomes available.

The following unaudited condensed pro fosteements of income for the year ended Decenthe26 and three months ended
March 31, 2007 and the unaudited condensed praafetatement of financial condition as of March3107 are based upon the historical
combined financial statements of the KKR Group, aegounting predecessor, included elsewhere irptoispectus. In addition, the followi
pro forma measure of economic net income for ttae gaded December 31, 2006 and the three montlesidvdrch 31, 2007, which
represents a supplemental measure used by managemeske operating decisions, assess performarntalbbcate resources, is based upon
historical measures included elsewhere in thisg@osis. These pro forma financial statements apgdlsmental financial measure present
consolidated results of operations and financiaitpm giving pro forma effect to the Reorganizatibransactions, this offering and the other
transactions described below as if such transactiad been completed as of January 1, 2006 wiglece$o the unaudited condensed pro
forma statements of income and as of March 31, 2@fivrespect to the unaudited pro forma stateroéfinancial condition. You should
read this information together with "Organizatio8atucture,” "Management's Discussion and AnalgEisinancial Condition and Results of
Operations" and the historical predecessor comifinadcial statements and related notes includseldiere in this prospectus.

The KKR Group is considered our predecefsaaccounting purposes and its combined finaratetements will be our historical
financial statements following the completion of tReorganization Transactions and this offering.aBise the legal entities that comprise the
KKR Group are under the common control of our sepitncipals and will be under the common contrfobar senior principals following tt
completion of the Reorganization Transactions aigldffering, we will account for the Reorganizatibransactions as a transfer of interests
under common control. Accordingly, we will carrynficard into our consolidated financial statemenéswhlue of assets, liabilities and non-
controlling interests in the combined entities gaaed in the KKR Group's combined financial stadais, except as described below.

The pro forma adjustments described unBeofganization Adjustments” principally give efféat

. the deconsolidation of both the 1996 Fund (a peieaiuity fund whose general partners are not eggeotreceive meaningful
proceeds from further realizations) and the fugdiseral partners, because the Group Partnershipsolvacquire an interest in those
general partners in connection with the Reorgainzakransactions;

. the deconsolidation of both the KKR Private Equiityestors master fund, our private equity-oriergednanent capital fund, and the
master fund's general partner and the accountintpéoGroup Partnerships' interest in the masted fieneral partner instead under
equity method of accounting (which accounting treatt will not impact our consolidated net incomeartners' capital), because the
Group Partnerships will acquire an economic (btitcoatrolling) partner interest in the master figaheral partner;

. the inclusion of non-controlling interests in colidated entities representing the economic intertsdt certain principals and former
principals will retain in the general partners af grivate equity funds following the acquisitiohgeneral partner interests in those
entities by the Group Partnerships, which econantarests will allocate to certain principals aodnfier principals % of the
capital
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invested by or on behalf of those general parthefsre the completion of the offering and any peotfiereon; and

. the inclusion of non-controlling interests in colidated entities representing the economic interésit certain minority investors will
retain in the management company of our privatétedunds and general partners of our funds follogvihe acquisition of general
partner or controlling interests in those entitigyghe Group Partnerships, which economic intenegtallocate to certain minority
investors % of the net profits earnedh®y management company and % of the camterkst received by those general
partners with respect to the funds' investmentsaith case for a specified period of time.

The pro forma adjustments described un@&nér Adjustments” principally give effect to:

. the issuance of common units in this @ffgat an assumed initial public offering price$of per common unit, representing
the midpoint of the price range indicated on tlefrcover of this prospectus, and the use of paxéserefrom as described under
"Use of Proceeds;"

. the inclusion of principals' interests representimg Group Partnership units that KKR Holdings Wwidld in the Group Partnerships,
which principals' interests will allocate to KKR ings % of the equity in the Group Parshéps upon completion of this
offering, assuming the underwriters do not exertligér option to purchase additional common unibsrf us;

. one or more cash and in-kind distributions thaimtend to make to certain of our existing ownelismio the completion of the
offering, which distributions will consist of sulsitially all of the cash-on-hand and certain peaspnoperty of the management
company for our private equity funds;

. our recognition of non-cash employee compensatianges associated with the vesting of interesk&dR Holdings that are held by
our principals, which non-cash charges will be effis full by corresponding credits to our incont&tement attributable to principals'
interests in income of consolidated entities ardioincome and will not impact our income befopeetaor net income;

. our recognition of cash and neash employee compensation charges associatednaitks of restricted common units under our 2
Equity Incentive Plan at the time of this offeriragd

. a provision for corporate income taxes on the ineafour intermediate holding company, which willlirectly hold our interests in
the management companies for our funds and outataparkets companies and will be taxable as aacatjpn for U.S. federal
income tax purposes.

As a public company, our costs for suchges insurance, accounting and legal advice ntagase. We will also incur costs which we
have not previously incurred for director fees,iiddal investor relations expenses, expensesdomtiance with the Sarban€sxley Act anc
new rules implemented by the SEC and the New YtoklSExchange, and various other costs associatadeing a public company. We
have not made any pro forma adjustments relatirigese costs, because estimates of those expersast @bjectively determinable.

This unaudited pro forma financial informatis included for informational purposes only atwgs not purport to reflect the results of
operations or financial position that would havewced had the above transactions occurred onates éhdicated or had we operated as a
public company during the periods presented oafyr future period or date. In addition, the praviaradjustments described herein are basec
on available information and upon assumptionsietagement believes are reasonable in order gxtefin a pro forma basis, the impact of
the above transactions on the historical finariof@rmation of the KKR Group. You are cautioned toplace undue reliance on this
unaudited pro forma financial information.
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Assets
Cash and cash equivalel
Cash and cash equivalents
held at consolidated entitir
Restricted cash and cash
equivalents
Investments, at fair valt
Due from affiliates
Other asset

Total asset

Liabilities and partners' capit
Debt obligations
Accounts payable, accrued
Expenses and other liabilitii

Total liabilities

Commitments and contingenc

Non-controlling interests in
consolidated entitie
Principals' interests in
consolidated entitie

Partners' capite
Partners' capit:
Accumulated other
comprehensive incomnr

Total partners' capit:

Total liabilities and
partners' capite

Unaudited Pro Forma Condensed Statement of Finandi& ondition
As of March 31, 2007

KKR Group
after the
Reorganization Other
Adjustments Adjustments

KKR Group
Combined
Historical

Reorganization
Adjustments

KKR & Co. L.P.
Consolidated
Pro Forma

($ in thousands)

$ 97,16¢
1,851,71

174,14:
23,568,57
78,16:
117,54:

$ 25,887,30

$ 1,685,68

394,04

2,079,73.

21,907,78

1,892,52

7,26z

1,899,78!

$ 25,887,30
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Unaudited Pro Forma Condensed Consolidated Statemenf Income

Year Ended December 31, 2006

KKR KKR Group after
Group the
Combined Reorganization Reorganization
Historical Adjustments Adjustments
($ in thousands)
Revenue:
Fee income 410,32¢
Expenses
Employee compensation and
benefits 131,66
Occupancy and related char¢ 19,29t
General, administrative and
other 78,15¢
Fund expense 38,35(
Total expense 267,46¢
Investment Income
Net gains from investme;
activities 3,105,52.
Dividend income 714,06
Interest incom 210,87
Interest expens (29,547
Total investment incom 4,000,92;
Income before non-controllin
and principals' interests in
income of consolidated entitit
and income taxe 4,143,78!
Non-controlling interests in
income of consolidated entitir 3,026,91.
Principals’ interests in income
of consolidated entitie —
Income before taxe 1,116,87.
Income taxe: 4,16:
Net income 1,112,70!
|

Net Income Per Common Un
Basic
Diluted
Weighted Average Common
Units
Basic
Diluted
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Unaudited Pro Forma Condensed Consolidated Statemenf Income
Three Months Ended March 31, 2007

KKR KKR Group after

Group the KKR & Co. L.P
Combined Reorganization Reorganization Other Consolidated
Historical Adjustments Adjustments Adjustments Pro Forma

($ in thousands)

Revenue
Fee income $ 68,84(
Expenses
Employee compensation and
benefits 27,34¢
Occupancy and related charg 4,62¢
General, administrative and
other 31,55¢
Fund expense 16,81(
Total expense 80,33«

Investment Income
Net gains from investmel

activities 1,482,05.
Dividend income 19,47:
Interest incomt 68,26¢
Interest expens (15,599

Total investment incom 1,554,20.

Income before non-controlling
and principals' interests in
income of consolidated entitie

and income taxe 1,542,70
Non-controlling interests in
income of consolidated entiti 1,161,16;

Principals' interests in income
of consolidated entitie —

Income before taxe 381,54!

Income taxe: 627

Net income $ 380,91¢
|

.| |
Net Income Per Common Un
Basic
Diluted
Weighted Average Common Un
Basic
Diluted
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1.

Notes to Unaudited Pro Forma Condensed Financial formation
Reorganization Adjustments.

The Reorganization Adjustments presenteffexts of the elimination of the financial resuwfsnon-contributed entities and the

reorganization of our business into a holding comypstructure as described under "Organizationaic8ire."

(@)

The adjustments reflect the elimination of the odidated financial results of the general partradrthe 1996 Fund because the Group
Partnerships will not acquire an interest in thgeeeral partners in connection with the Reorgaimaakransactions. In addition, the
adjustments reflect the deconsolidation of the KIRizate Equity Investors master fund and its gdraetner and the accounting for
the Group Partnerships' interest in the the méstet general partner instead under the equity niktii@ccounting, because the Gr
Partnerships will acquire an economic (but not glihg) partner interest in the master fund gehpeatner in connection with the
Reorganization Transactions. The above generatg@raraire entitled to carried interests that erttien to a percentage of the net
profits generated on the funds' investments, subjecertain requirements. The above funds pay gwmant fees to us in exchange
for providing them with management and other sexvic

The 1996 Fund general partners consolidate the EQ86, and the KKR Private Equity Investors maftad general partner
consolidates the KKR Private Equity Investors mafted, under EITF 04-5, "Determining Whether a Emh Partner, or the General
Partners as a Group, Controls a Limited Partnemsh&imilar Entity When the Limited Partners Haver@in Rights," or EITF 04-5,
notwithstanding the fact that they hold only mityeconomic interests in those funds, as a re$uftair substantive, controlling
general partner interests. Those consolidated fhade been combined in the historical combinedniira statements of the KKR
Group for the periods presented in this prospedtlisen funds are consolidated, the KKR Group's caetbiinancial statements
reflect the assets, liabilities, revenues, expeasdscash flows of the consolidated funds on aggbasis, and the majority of the
economic interests in the consolidated funds, whiehheld by third-party investors, are reflectedhan-controlling interests. All inter-
company transactions are eliminated in consolidatio

The elimination of the 1996 Fund general partraoesolidated financial results resulted ina $  decrease in partners' capital as of
March 31, 2007, representing the excess of elimthassets of $ over eliminated lialeifitof $ and eliminated non-
controlling interests of $ . For the yeaded December 31, 2006 and the three monthslévidech 31, 2007, the elimination of
the 1996 Fund general partners' consolidated sesegtlted in the recognition of $ roffliand $ million, respectively, of
fee income from management fees paid by the 1996 Ehat had been eliminated in consolidation asrinbmpany transactions as
well as eliminations of $ and$  of expenses, $ and $ véatment income and $ and$  fnoo-
controlling interests in income from consolidatetdities, respectively, because those items willomger be reflected in our
consolidated financial statements following the pation of the Reorganization Transactions. Thedoing adjustments resulted in
reductions in income before taxes of $ nd & and reductions in netincome of $ and $ for the year ended
December 31, 2006 and the three months ended N8drc2007, respectively.

The deconsolidation of the KKR Private Equity Inees master fund and its general partner and tbeuwsnting for the Group
Partnerships' interest in the master fund genendihpr instead under the equity method of accogrtid not impact partners' capita
of March 31, 2007, because the elimination of gresly consolidated assets was offset by the elitiinaf a corresponding amount
of liabilities and non-controlling interests. Theoeomic interest that the Group Partnerships waltiin the master fund general
partner upon the completion of the Reorganizatian$actions will
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(b)

(©

be accounted for as an investment in our conseliistatement of financial condition. That intesg#tallocate to the Group
Partnerships % of the carried intereseived by the master fund general partner purgoat# carried interests once the fund's
capitalization costs have been recouped in accogdaith the fund's governing instruments. Becahedfund's capitalization costs t
not been recouped as of March 31, 2007, the mastdrgeneral partner would not be entitled to ree@ny amounts pursuant to this
interest in the event of a termination of the mated. The investment has therefore been refleatedvalue of zero.

For the year ended December 31, 2006 and the thoae¢hs ended March 31, 2007, the deconsolidatidtheoKKR Private Equity
Investors master fund and its general partner la@@c¢counting for the Group Partnerships' intereite master fund general partner

instead under the equity method of accounting teduh the recognition of $ million afid million, respectively, of fee
income from management fees paid by the fund thatdeen eliminated in consolidation as inter-corygeamsactions as well as
eliminations of $ and $ operses, $ and $ of investnmerdme and $ and $ of non-

controlling interests of fund investors in incomerfi consolidated entities, respectively, becaugsalitems will no longer be reflect
in our financial statements following the decondalion of the master fund general partner. Foyda ended December 31, 2006
the three months ended March 31, 2007, no exparisgastment income was allocable to the econontarést that the Group
Partnerships will have in the master fund geneaitiner upon the completion of the Reorganizatican$actions and this offering.

The adjustments reflect the inclusion of nmmtrolling interests in consolidated entities eamting the economic interests that ce
principals and former principals will retain in tgeneral partners of our private equity funds thifitbe consolidated by the Group
Partnerships, which economic interests will alledatcertain principals and former principals % of the capital invested by or on
behalf of those general partners before the coroplef the offering and any profits thereon. Advdrch 31, 2007, these non-
controlling interests were valued at $ nd aeduced partners' capital by a correspondinguamé&or the year ended December 31,
2006 and the three months ended March 31, 200Tn¢hesion of non-controlling interests resultechiet charges accounted for as

non-controlling interests in income of consolidasedbsidiaries of $ and $ spextively, representing amounts of
expenses and investment income attributable tadhecontrolling interests. The foregoing adjustrsaesulted in reductions in
income before taxes of $ and $ and reductions in net income of $ énd for the year ended December 31,

2006 and the three months ended March 31, 2007ectsely.

The adjustments reflect the inclusion of mamtrolling interests in consolidated entities eanting the economic interests that ce
minority investors will retain in the managementngany of our private equity funds and general mastiof our consolidated funds
following the acquisition of interests in thoseites by the Group Partnerships, which economieradts will allocate to certain
minority investors % of the net profarned by the management company and f the @arried interest received by th
general partners with respect to the funds' invests) in each case, for a specified period of tixseof March 31, 2007, these non-
controlling interests were recorded at $  and reduced partners' capital by a correspondimguat. For the year ended
December 31, 2006 and the three months ended N84rc2007, the inclusion of non-controlling inteeestsulted in net charges

accounted for as non-controlling interests in ineasficonsolidated subsidiaries of $ énd , respectively, representing
amounts of fee income, expenses and investmenmniaaitributable to the non-controlling interestse Toregoing adjustments
resulted in reductions in income before taxes of $ and $ and reductions in nebime of $ and $ for the year

ended December 31, 2006 and the three months émaketh 31, 2007, respectively.
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2.

Other Adjustments

The Other Adjustments present the effetth@other transactions that will be entered intoonnection with the Reorganization

Transactions, this offering and the other transastidescribed in this section.

(d)

(e)

(f)

(9)

The adjustments reflect the receipt of $  of net proceeds from the issuance of mroon units in this offering at an assumed
initial offering price of $ per commonit representing the midpoint of the price rangidated on the front cover of this
prospectus, after deducting $ of es@amderwriting discounts and offering expensesinménd to contribute the net
proceeds that we receive from this offering to@reup Partnerships in exchange for newly issuedi@Rartnership units, which will
use the proceeds that they receive from us to gravexisting business, to expand into new relatesinesses and for other general
corporate purposes. The issuance of aomumits described above resultedina $ netincrease in cash and cash
equivalents and a $ net increase impast capital as of March 31, 2007.

The adjustments reflect our use of $ assfumed net proceeds from the issuance of comnitniuthis offering to acquire
newly issued Group Partnership units from the Gi@agnerships. Assuming that the underwriters derercise their option to
purchase additional common units from us, we wikctly and indirectly own % of the owatisding Group Partnership units
upon the completion of this offering and the batantthe outstanding Group Partnership units valblwned by KKR Holdings and
reflected in our consolidated financial statemestprincipals' interests. As of March 31, 2007s¢heon-controlling interests were
recorded at $ and reduced partnerstaldpi a corresponding amount. For the year endezbBber 31, 2006 and the three
months ended March 31, 2007, the inclusion of fpals’ interests resulted in net charges accoubteas principals' interests in
income of consolidated entities of $ &nd , respectively, representing amouoffge income, expenses and investment
income attributable to the principals' interestse Toregoing adjustments resulted in reductionneégome before taxes of $ and
$ and reductions in netincome of $ and $ for the year ended Decertte2006 and the three months ended
March 31, 2007, respectively.

We will enter into an exchange agreement with KK&dihgs in connection with the Reorganization Teai®ns pursuant to which
KKR Holdings or certain transferees of its GrouptRarship units may up to four times each yearjésitio the terms of the exchange
agreement) exchange Group Partnership units hellddmy (together with corresponding special votingg) for our common units on
a one-for-one basis, subject to customary conversite adjustments for splits, unit distributiomsl aeclassifications. The Group
Partnership units are also subject to transferictishs, and will therefore not be exchangeabl®itee . We have not yet
determined the manner in which such future exchamgk be accounted for in our consolidated finahsitatements.

The adjustments reflect the effect of one or mashand in-kind distributions to certain of ourstixig owners representing
substantially all of the cash-on-hand and certairsg@nal property of the management company fopauate equity funds in an
assumed aggregate amount of $ millioof&darch 31, 2007. The actual amount of such itistions will depend on the
amount of the management company's cash on hahd tine of the offering.

The adjustments reflect the impact of the vestihigterests in KKR Holdings and the vesting of riet¢¢d common units issued under
our 2007 Equity Incentive Plan on our income.

Our principals and certain former personnel willchequity interests in our business through KKRditeds, which will hold the
Group Partnership units not directly or indiredisld by us. As a result, those individuals willeee financial benefits from our
business in the form of distributions and paymeecgived from KKR Holdings and the appreciatiorthie value of the Group
Partnership units that KKR Holdings owns. A portifrthe equity interests held by our principal&ikR
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Holdings are subject to vesting. We will be reqdite record periodic nonash employee compensation charges over time esfiec
to the vesting of interests in KKR Holdings that &eld by our principals. When incurred, howeveose non-cash charges will be
offset in full by corresponding credits in our staents of income attributable to principals' ins¢sen income of consolidated entities
and other income and, as a result, will not impagtincome before taxes, our net income or amabiatsare available for distribution
to our unitholders.

In addition, at the time of this offering, we wgtant to our employees who are not principals ajregate of unvested restricted
common units under our 2007 Equity Incentive Pi&fie. may settle these restricted common units witlestricted common units or
cash. The vesting of these restricted common wriitsesult in cash and non-cash charges as theactesl common units vest.

The following table summarizes the pro forma eBexftthe above items on the KKR Group's combinatésients of income for the
year ended December 31, 2006 and the three momdlesiéarch 31, 2007.

Year Ended Three Months Ended
December 31, 2006 March 31, 2007

($ in thousands)

Historical employee compensation and benefits esg $ 131,66° $ 27,34%
Addition of non-cash charges relating to vestingntérests

in KKR Holdings(1)

Addition of cash and non-cash charges relatingesiing of

restricted common units issued to other employé«

Total change in employee compensation and bereffisns:

Employee compensation and benefits expense atblaito
principals' interests in income of consolidatedtis ( ) ( )
Other income ( ) ( )

Change in income before tax

(1)

()

Upon completion of the Reorganization Transactams this offering, our principals will hold an aggate of interests in KKR
Holdings, of which will be vested and  will be unvested. The unvested interesiiswast over periods ranging in duration
from to years. \Weend to reflect the vesting of unvested intex@stK KR Holdings as non-cash employee

compensation charges in accordance with Statenfiéinancial Accounting Standards No. 123(R), SHBased Payment.

At the time of this offering, we will grant our eftogees unvested restricted common units that Ineagettled with unrestricted
common units and  unvested restricted commoats timat may be settled with cash. We will accoontaiwards that may be settled
with unrestricted common units as equity award$ wie fair value of the award determined at theiserinception date, which will t
concurrent with the completion of this offering. W@l account for awards that may be settled irhcas a liability at each reporting
date subsequent to the service inception date hahiit be concurrent with the completion of thifexing. The fair value of these
awards will be charged to compensation expensetheaspplicable service periods. The amounts ptedeabove have been derived
based upon an assumed initial offering price of per common unit, representing thdpuint of the price range indicated on
the front cover of this prospectus, multiplied hg humber of restricted common units to be grargegdensed over the assumed
service periods, which range from
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(h)

to years. In addition, the caltigla of the expense assumes a forfeiture rate of %, which is based upon historical
turnover rates.

We have historically operated as a group of pastiips for U.S. federal income tax purposes anthercase of certain entities located
outside the United States, corporate entitiesdogifin income tax purposes. Because most of thigesrin our consolidated group are
taxed as partnerships, our income is generallgaléd to, and the resulting tax liability is getigraorne by, our partners and we
generally are not taxed at the entity level. Acaagly, income tax provisions shown on our historim@mbined statements of income
of $ million for the year ended DecemBg&y 2006 and $ million for the three manéimded March 31, 2007 were prima
attributable to the New York City unincorporatedsimess tax and foreign income taxes imposed oaineghtities located outside the
United States.

Following the Reorganization Transactions and diffiering, the Group Partnerships and their subsisawill continue to operate as
partnerships for U.S. federal income tax purposes i the case of certain entities located outdigdUnited States, corporate entities
for foreign income tax purposes. Accordingly, thesdties will continue to be subject to New YorkyQunincorporated business ta:

or foreign income taxes. In addition, our interna¢eiholding company will be subject to additionaiity-level taxes that will be
reflected in our consolidated financial statemelts.a discussion of pending legislation that megcjude us from qualifying for
treatment as a partnership for U.S. federal inctamgurposes, see "Risk Factors—Risks Related tdB0siness—Legislation has
been introduced that would, if enacted, prelud&ars qualifying as a partnership for U.S. federaldme tax purposes. If this or any
similar legislation or regulation were to be endad@d apply to us, we would incur a material insee@ our tax liability that could
result in a reduction in the value of our commoitauh

In calculating the pro forma income tax provision the periods presented, the following assumptiesi® made:

. The amount of net income before taxes was attribitehe entities subject to corporate taxes (ireoirb million for the
year ended December 31, 2006 and income of $ million for the three months ended March 31, 200ith the remainder
attributed to the entities not subject to corpomat®me taxes. Net income was attributed to thesiées based on income or
losses of the subsidiaries of the entities. Plsasé'Material U.S. Federal Tax Considerations'afdiscussion of the different
tax requirements of our subsidiaries.

. Income before taxes attributed to entities sulifecbrporate tax was adjusted to add back expearisks million for the
year ended December 31, 2006 and $ mifbothe three months ended March 31, 2007, whiemat deductible for
corporate income tax purposes. Such expenses peiatarily to compensation charges recognized @midpurposes that will
not be deductible for tax.

. The resulting balances of $ million foe tyear ended December 31, 2006 and $ omifbr the three months ended
March 31, 2007 were then multiplied by a blendedusbry tax rate of % and such amountsvaeided to the estimated
foreign jurisdiction tax provisions to arrive aethggregate tax provisions of $ milliontlee year ended December 31,
2006 and $ million for the three monthiperended March 31, 2007. The blended statutoryneftects statutory rate
of % for federal taxes and the blendetbstate (net of federal benefit) of %.

. The amount of the adjustment reflects the diffeedmetween the actual tax provision for the hisarizganizational structure

and the estimated tax provision that would havalted had the Reorganization Transactions andffleeireg been effected on
January 1, 2006.

78




3. Determination of Earnings Per Common Unit

0] For the purposes of the pro forma net income pemeon unit computation, the weighted average comumiits outstanding, basic a
diluted, were calculated in the following manner.

Year Ended Three Months Ended
December 31, 2006 March 31, 2007
Basic and Diluted Basic and Diluted

Common units to be outstanding immediately follogvthe
completion of the Reorganization Transactions &igl t
offering

Restricted common units to be outstanding immelyiate
following the completion of the Reorganization Tsaations
and this offering

Group Partnership units to be outstanding immelyiate
following the completion of the Reorganization Tsantions
and this offering(1

Weighted average common units outstanc

(1) We will enter into an exchange agreement with KK&dihgs in connection with the Reorganization Teati®ns pursuant to
which KKR Holdings or transferees of its Group BRarship units may up to four times each year (sultgethe terms of the
exchange agreement) exchange Group Partnershipheiit by them (together with corresponding spetihg units) for our
common units on a one-for-one basis, subject ttoowery conversion rate adjustments for splits, distributions and
reclassifications and compliance with other apbliedaransfer restrictions. Group Partnership uaitsnot included in the
calculation of weighted average common units ontlitay because to do so would have been anti-dditv the periods
presented. If these Group Partnership units webe texchanged for common units, net income availabholders of common
units would increase due to the elimination ofphiacipals' interests associated with the Groupreaship units (offset by the
associated tax effect) by a greater proportion tharcorresponding increase in weighted averagersmmunits outstanding.
a result, diluted net income per common unit calimd assuming the exchange of all exchangeablep@artnership units for
common units would be greater than basic net incoene&eommon unit. We have not yet determined hoyvsaich future
exchanges will be accounted for in our consolidéiteghcial statements.

) Pro forma basic and diluted net income per commmtwere computed in the following manner.

Year Ended Three Months Ended
December 31, 2006 March 31, 2007
Basic and Diluted Basic and Diluted
Net income available to holders of common u $ $

Weighted average common units outstanc

Net income per common ur

Our special voting units are not entitled to reeadistributions from our partnership. Those un@sdt share in our earnings and no
earnings are allocable to that class. Accordinglg,forma basic and diluted net income per spetitihg unit has not been presented.

Economic Net Income

Economic net income represents net incaxakiding the impact of income taxes and the impécton-cash employee compensation
charges associated with equity interests in ouinlkess and charges
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relating to the amortization of intangible ass@ijustments relating to income tax expense and ainadion are customary in the calculation
of supplemental measures of performance. In additi@ believe that the exclusion of noash compensation expense provides investor:
a more meaningful indication of our performancéhés non-cash charge relates to the equity podfavur capital structure and not our core
operating performance. We believe such adjustrragetsneaningful because they are indicators of ore operating results and our
management uses them to evaluate our businesdlacataresources.

We find economic net income to be usefud aseasure for understanding the performance obperations from period to period and
although not every company in our industry defithesse metrics in precisely the same way that weveédyelieve that this metric, as we use
it, facilitates comparisons with other companiesum industry. While we use segment economic regirire to evaluate the performance of
our business segments, consolidated economic c@him is also utilized by management in evaluatimgperformance as a whole as well as
for compensation and other purposes. We also leetleat analysts and investors use economic netiae@s a supplemental measure to
evaluate our company's overall operating perforrmallowever, economic net income has material ltioitg as an analytical tool and you
should not consider this in isolation, or as a stlie for analysis of our results as reported urG&AP.

The items we eliminate in calculating ecoionet income are significant to our businessin@pme tax expense represents a hecessary
element of our costs and our ability to generatemae because ongoing revenue generation is exjkectesult in future income tax expense,
(i) amortization may be a necessary element ofcosts following the reorganization and (iii) no&sb compensation expense is expected to
be a recurring component of our costs and we mabheto incur lower cash compensation costs t@xient that we grant non-cash
compensation. Furthermore, any measure that eltesr@mpensation costs and the carrying costsiatsevith assets on our balance sheet
has material limitations as a performance measuight of the foregoing limitations, we do notyesolely on economic net income as a
performance measure and also consider our GAARtse&iconomic net income is not a measurement ofinancial performance under
GAAP and should not be considered as an alternadinet income or any other measures preparedcordance with GAAP. Because
economic net income is not calculated in the samenar by all companies, it may not be comparabéher similarly titted measures used
by other companies.

Because our historical combined finandatesments do not include any non-cash employee ensgbion charges or charges relating to
the amortization of intangible assets, economidnme is the equivalent of income before taxedte historical periods presented.
However, amounts of pro forma economic net incoondtfe year ended December 31, 2006 and the thoe¢hsrended March 31, 2007
include the impact of non-cash employee compensatiarges described in Note (g) above and, acagisdiare not equivalent to pro forma
income before taxes. The following table presemsadjustments to pro forma income before taxed wsderive pro forma economic net
income for the year ended December 31, 2006 anthtbe months ended March 31, 2007.

Year Ended Three Months Ended
December 31, 2006 March 31, 2007

Pro forma income before tax $ $
Adjustment for no-cash employee compensation expe
Adjustment for amortization expen

Pro forma economic net incor
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SELECTED HISTORICAL FINANCIAL AND OTHER DATA

The following tables set forth the seledwéstorical combined financial data of the KKR Gpaas of and for the years ended
December 31, 2002, 2003, 2004, 2005 and 2006 aofiaasd for the three months ended March 31, 20@62807. We derived the selected
historical combined data of the KKR Group as of &aber 31, 2005 and 2006 and for the years endeeniimr 31, 2004, 2005 and 2006
from the audited predecessor combined financigé¢stants included elsewhere in this prospectus. &vieetl the selected historical combir
data of the KKR Group as of March 31, 2006 and 288 for the three months ended March 31, 2006280@ from the unaudited
predecessor combined financial statements inclettivhere in this prospectus. We derived the saldustorical combined data of the Kt
Group as of December 31, 2002, 2003 and 2004 arttidoyears ended December 31, 2002 and 2003 fuvrarudited predecessor
combined financial statements which are not indllidethis prospectus. Our unaudited predecessobita financial statements have been
prepared on substantially the same basis as oitedyztedecessor combined financial statementsranhade all adjustments that we consider
necessary for a fair presentation of our combiiahicial position and results of operations fompaltiods presented. We will not acquire a
the interests in the KKR Group in connection wite Reorganization Transactions and, accordingéyctimbined financial statements of the
KKR Group may not be indicative of the results p&mtions and financial condition that we will hdelowing the completion of this
offering. You should read the following data togethvith the "Organizational Structure," "Unaudifea Forma Financial Information,”
"Management's Discussion and Analysis of Finarn€@idition and Results of Operations" and the pressar combined financial statements
and related notes included elsewhere in this paispe

Three Months Ended
Year Ended December 31, March 31,

2002 2003 2004 2005 2006 2006 2007

($ in thousands)

Income Statement Data:

Revenue:
Fee income $ 67,85( $ 50,51¢ $  183,46. $ 232,94! $ 410,32¢ $ 93,79¢ $ 68,84(
Expenses
Employee compensation an
benefits 38,51( 46,72« 69,95¢ 79,64: 131,66 22,60: 27,34¢
Occupancy and related
charges 8,01: 8,85¢ 10,68¢ 13,53¢ 19,29: 6,48 4,62¢
General, administrative and
other 27,31t 35,31t 36,93 54,33¢ 78,15¢ 15,93¢ 31,55¢
Fund expense 7,34( 26,02« 16,47( 20,77¢ 38,35( 4,77¢ 16,81(
Total expense 81,17¢ 116,92: 134,04! 168,29: 267,46t 49,79t 80,33«

Investment Income
Net gains from investme;

activities (189,81)  2,325,29 3,026,391 2,984,50 3,105,52: 933,40 1,482,05.
Dividend income 12¢ 32,28t 14,61: 729,92¢ 714,06¢ 51,72t 19,47
Interest incomi 11,73( 36,801 54,06( 27,16¢ 210,87. 11,11¢ 68,26¢
Interest expens (299 (239 (529) (697) (29,54) (1,366 (15,599

Total investment income
(loss) (178,25)  2,394,15 3,094,54. 3,740,89 4,000,92; 994,88! 1,554,20:

Income (loss) before non-
controlling interests in income
consolidated entities and incon

taxes (191,58) 2,327,74 3,143,96! 3,805,55! 4,143,78! 1,038,88 1,542,70

Non-controlling interests in

income of consolidated entiti (293,44() 1,846,07: 2,364,30! 2,861,18! 3,026,91 777,50! 1,161,16:

Income before taxe 101,85¢ 481,67 779,65: 944,36 1,116,87 261,38: 381,54!

Income taxe: 1,74¢ 2,42¢ 6,26% 2,90( 4,16: 767 627
Net income $ 100,11+ $ 479,24t$ 773,38t $ 941,46°$ 1,112,700 $ 260,61t $  348,15:



Statement of Financial
Condition (period end):

Total asset

Total liabilities
Non-controlling interests in
consolidated entitie

Total partners' capit:

$ 7,379,76: $ 8,142,35:$ 9,701,47' $ 13,369,41 $ 23,292,78

19,24

6,683,04
677,47:

124,33t 313,67.

7,188,08! 8,257,06:
829,92 1,130,74.

81

418,77t 1,281,92.

11,413,88 20,201,54

1,536,74! 1,809,31.

$ 25,887,30.
2,079,73

21,907,78
1,899,78!




MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis should beli@aconjunction with the predecessor combinedrfaia statements and the related
notes included elsewhere in this prospectus. Tétetcal combined financial data discussed beloflerds the historical results and financial
position of the KKR Group, which is considered predecessor for accounting purposes. While thehdstl combined financial statemer
of the KKR Group will be our historical financialbéements following the completion of this offeyitie data does not give effect to the
Reorganization Transactions or this offering anthd¢ necessarily representative of our future ressahd financial condition. Se
"Organizational Structure" and "Unaudited Pro Formrancial Information." In addition, this discussi and analysis contains forward-
looking statements and involves numerous risksuaegrtainties, including those described under KFactors" and "Forward-Looking
Statements." Actual results may differ materiaiynf those contained in any forward-looking statetsen

Overview

Founded in 1976, we are a leading glokatahtive asset manager. Our 399 employees, imgualir 139 investment professionals, are
led by our founders, Henry Kravis and George Rah&rho are pioneers of the leveraged buyout inguStar history of landmark
achievements in private equity includes the fieseraged buyout in excess of $1 billion, severaheflargest leveraged buyouts announced
worldwide to date, the first buyout of a public quemy by tender offer and the largest leveraged bisycompleted or announced in each of
the United States, the Netherlands, Denmark, Iriatralia, Singapore and France. We have contimuedhistory of innovation by
establishing new debt and public equity stratetfiasleverage the power of our brand and the mtallal capital in our private equity
business.

Today, through our offices in New York, MefPark, San Francisco, London, Paris, Hong KordyBokyo, we sponsor and manage
funds that make investments worldwide in privateiggand debt transactions on behalf of third-pamiyestors and our firm. We also manage
substantial investments in public equity. During 8li-year history, we have raised 16 funds andivedeapproximately $59.7 billion of
capital and capital commitments from investors. Wdee grown our assets under management significdrdm approximately $18.3 billion
as of December 31, 2002 to approximately $53.4bhilas of March 31, 2007, representing a compouradedal growth rate of 28.7%. Of «
total assets under management, approximately $iichbs permanent capital, which is not requitede returned to investors and is able to
be re-deployed as investments are realized.

As a global alternative asset manager,ave engoing management fees for providing managearahother services to our funds as
well as transaction, monitoring and other poterféak in connection with our private equity andeotinvestments. We also earn investment
income from investing our own capital alongsidedumvestors and from our carried interest in fumgeistments, which provides us with a
disproportionate share of the funds' investmemsgyalVe are also selectively pursuing opportunttedevelop new investment structures and
products that we believe will help us increaseafmunt of managed capital that we are able to cononmdividual transactions, grow our
assets under management and capture additionah@éstreams.

Business Segmen
For management reporting purposes, we tp#ieough two reportable business segments: preuity and credit.
Private Equity

Through our private equity segment, we spoand manage a number of traditional privatetgdunds and a private equity-oriented
permanent capital fund that make primarily contoénted
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investments in connection with leveraged buyouts@ther similar investment opportunities. Our prévaquity funds focus on investing in
large capitalization companies, which we believeves us to invest in industry-leading franchisethvgllobal operations, attract world class
management teams, deploy large amounts of capitatiividual transactions and optimize amountsgebime that we earn on a per
transaction basis. Our private equity segment Had1hillion of assets under management as of Mat¢l2007 and generated approximately
$1.1 billion and $369.0 million of economic netdmee during the year ended December 31, 2006 aritittbe months ended March 31, 2(
Though our private equity funds focus on investraémtequity, they may also make a small percentdidfeeir investments in debt and other
asset classes and the results of such investmenitsciuded in the results of our private equitgrsent.

Credit

We believe the intellectual capital of paople, our integrated global investment platforrd aur ability to effectively adapt our
investment strategies to market conditions allowousapitalize on investment opportunities at evewgl of a company's capital structure.
Commencing in 2004, we began to actively pursu¢ ilwlestments as a separate asset class and, thoougredit segment, we now sponsor
and manage a group of private and publicly tradeditstrategy funds that invest primarily in corgi@ debt investments and manage
structured finance vehicles. Our credit strategyd&icurrently consist of KFN, a New York Stock Eanbe listed finance company, and the
KKR Strategic Capital Funds, consisting of thrededbyside private credit strategy funds. As of March 3107, our credit strategy funds t
$2.8 billion of capital, including $1.6 billion gfermanent capital, and our credit strategy fundseatly manage $6.5 billion of structured
finance vehicles. During the year ended DecembgP@06 and the three months ended March 31, 2a0%redit segment generated
$34.5 million and $12.6 million of economic netdmee, respectively. Though our credit strategy fuledsis on investments in debt, these
funds may also make a small percentage of theasitments in equity and other asset classes andshks of such investments are included
in the results of our credit segment.

Business Environmen

As a global alternative asset manager, watiected by financial and economic conditionthim United States, Europe, Asia and
elsewhere in the world. The diversity of our operat and product lines has allowed us to genetttectve returns in different business
climates. Generally, business conditions charaxtdrby low inflation, low or declining interest eatand strong equity markets provide a
positive environment for us to generate attracatétarns on existing investments. We also beneditydver, from periods of market volatility
and disruption which allow us to use our large Edfiase and our experience with troubled compamesdistressed securities to make
investments at attractive prices and on favorabims.

Market Conditions

Our ability to grow our revenue and nebime depends on our ability to continue to attragital and investors, secure investment
opportunities, obtain financing for transactiorsgummate investments and deliver attractive imvest returns. These factors are impacted
by a number of market conditions, including:

. The strength and competitive dynamics of the altetive asset management industry, including the ambof capital
invested in, and withdrawn from, alternative invesénts.Our share of the capital that is allocated to afidve assets depen
on the strength of our investment performanceikagdb the investment performance of our competitdhe amount of capital
that we attract and our investment returns direafflgct the level of our assets under managemerichwin turn affects the fee
carried interest and other amounts that we aretatdarn in connection with our asset managemeivitees.
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. The strength and liquidity of debt marketOur private equity funds use debt financing to fpodtfolio company acquisition
Our credit strategy funds make significant investtaén debt instruments and use varying degre&svefage in order to
enhance investment returns and to fund workingtabgquirements. As a result, our business gelgdrahefits from strong
and liquid debt markets that support our fundstgtment activities, although periods of market tiithaand disruption may
create attractive investment opportunities. Regetite cost of financing leveraged buyout transadiin the public capital
markets has increased significantly, which may esbklg impact the returns of our leveraged buyartgactions and our abili
to finance future transactions.

. The strength and liquidity of equity marketStrong equity market conditions enable our privateity funds to increase the
value of and to effect realizations of their pdifaccompany investments. Equity market conditiols® affect the carried
interest that we receive. In addition, recent gehiacreases in stock market prices have madeiie mifficult to find
businesses that may be acquired at attractivegaicd have resulted in higher purchase pricesddfgtio companies, which
has increased the amount of equity and debt fingnbiat is required to complete an acquisition.

. Market volatility. Volatility within the debt and equity markets inases both the opportunities and risks within ognssnts
and directly affects the performance of our furimilarly, fluctuations in interest rates and fgreicurrency exchange rates, if
not suitably hedged, may affect the performanceunffunds. Historical trends in these markets atenecessarily indicative of
our future performance.

We believe market conditions during regezars have created a favorable environment fotwaireportable business segments and our
business as a whole. In particular:

. The U.S. economy has grown rapidly and the U.Sitalaparkets have seen increased activity andgisiarket indices during
recent years, creating a favorable environmentrfaking private equity investments and growing aedalizing value from suc
investments, as well as for the expansion of oeditactivities. We have also successfully ideatifand capitalized on
opportunities to expand into Europe, Asia and else where trends have been favorable for invegtraad we continue to
identify what we believe to be attractive opportigs in new markets globally.

. Institutions and other investors have increasenl dagital allocations to the alternative asset aggment industry. As a leader
in this industry, we have been and expect to caetiio be able to attract a significant amount of napital for our funds. In
addition, we believe that strong capital flowshe &lternative asset sector have played, and ailicue to play, an important
role in our new business initiatives, including capital markets initiative.

. The U.S. and other debt markets have been pantigsimong during recent years, contributing to ahility to finance portfoli
company acquisitions at attractive rates, at dttradeverage ratios and on attractive terms. laitézh, historically low interest
rates and tight credit spreads during recent yieare enhanced the ability of our credit strategydéuto employ leverage to
increase investment returns. Recently, howevercaiseof financing leveraged buyout transactionssbying high-yield debt
securities in the public capital markets has ineedasignificantly. Increases in rates and spreadkidhave a negative impact
on our returns as the incremental cash

flow required to service debt would reduce castvffwvailable to investors in our funds and couldlEahigher equity
contribution requirements by our fund investorefiect future transactions. A reduction in leveraa#os or more restrictive
covenants and other credit terms could also neggitimpact our business.
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. The allocation of capital to the alternative assahagement industry depends in part on the perfucenaf alternative asse
relative to other asset classes. The primary maikewvhich we conduct our business have experiengatively steady growt
The performance of our funds has continued to ekgaeous traditional benchmarks of market perfarogaenabling us to
raise increasingly larger pools of capital.

The market conditions discussed above baea generally favorable to our performance oveptriods presented. Future market
conditions may not continue to be as favorablea@ndd adversely affect our business. For a morailéetdescription of the manner in which
economic and financial market conditions may matigriaffect our results of operations and financiahdition, see "Risk Factors—Risks
Related to Our Business."

Legal and Regulatory Environmer

Members of the U.S. Congress have introdlegislation that would, if enacted, preclude nasrf qualifying for treatment as a
partnership for U.S. federal income tax purposeateuthe rules governing publicly traded partnersiaipd would require that we be treated as
a corporation for U.S. federal income tax purpoSeparately, members of the U.S. Congress havadinted legislation that would, if
enacted, treat income received for performing itmest management services as ordinary income re¢éor the performance of services,
which would have a similar effect. If any of thgseces of legislation or any similar legislationregulation were to be enacted and apply to
us, we would incur a material increase in our takility, which could result in a reduction in tkielue of our common units. See "Risk
Factors—Risks Related to Our Business—Legislatambeen introduced that would, if enacted, prelsifom qualifying as a partnership
for U.S. federal income tax purposes. If this oy aimilar legislation or regulation were to be etiegicand apply to us, we would incur a
material increase in our tax liability that coussbult in a reduction in the value of our commortsihi

Becoming a Public Compan

As a privately owned firm, we have consislieapproached the management of our businessanigivestments with the goal of
creating and realizing value over the long termthBo building and expanding our business and terdning the types of investments to
make, we have focused on the best outcomes fdsuginess and fund investors measured over a pefigears rather than on short-term
financial performance. Our long-term approach enages us to continue to build value in all of oartfolio companies, including those with
a long period remaining before producing distriblgacash flow. However, our results of operatioresaffected by the timing of our
investments and changes in the value of our investsn each of which may vary significantly in theg term.

We nonetheless intend to maintain our Itarg: focus after we become a public company eveuagh this approach may lead to
significant and unpredictable variations in oumtesfrom period to period. In addition, while gsificant portion of the management and
monitoring fees paid by our funds and portfolio g@mies are earned pursuant to multi-year contrattisy amounts that we earn, such as
transaction fees and carried interest, are sutgesignificant variability based on transactionuwmok and size, as well as investment
performance. We do not intend to permit the shematperspectives of some public market investomsfloence our investment, operational
or strategic decisions, our duties or commitmemisur fund investors or our focus on creating loegn value for our unitholders.

Impact of the Reorganization Transactions, this @ffng and Related Transactior

The KKR Group is considered our predecefsuaccounting purposes and its combined finarstatements will be our historical
financial statements following the completion of fReorganization Transactions and this offerings firstorical combined financial data
does not give effect to the Reorganization Tranmsast the completion of this offering or other tethtransactions. Because the legal entities
that comprise the KKR Group are under the commartrobof our senior principals and
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will be under the common control of our senior pijrals following the completion of the ReorganieatiTransactions, we will account for -
Reorganization Transactions and this offering rarsfer of interests under common control. Acawgtyi, we will carry forward into our
combined financial statements the value of asBalslities and non-controlling interests in thendoined entities recognized in the KKR
Group's historical combined financial statememntsept as described below.

While the combined financial statementthef KKR Group will be our historical financial statents following the completion of the
Reorganization Transactions and this offering,fmemcial statements for future periods will diffeom the financial statements of the KKR
Group in many significant respects. In particufaiowing the completion of the Reorganization Tsaations and this offering:

. we will deconsolidate both the 1996 Fund and tm&l'&igeneral partners, because the Group Partpensiii not acquire an
interest in those general partners in connectidh thie Reorganization Transactions;

. we will deconsolidate both the KKR Private Equityvéstors master fund and the master fund's geparader and account for
the Group Partnerships' interest in the master §ergral partner instead under the equity meth@todunting (which
accounting treatment will not impact our consoléthhet income or partners' capital), because tbegsiPartnerships will
acquire an economic (but not controlling) partmeeiest in the master fund general partner;

. we will include non-controlling interests in conisialited entities representing the economic intetéstisour existing owners
will retain in the general partners of our consalét! private equity funds following the acquisitimigeneral partner interests
in those entities by the Group Partnerships, whitdnomic interests will allocate to the existingnens % of the capital
invested by or on behalf of those general parthefsre the completion of the offering and any psoinereon;

. we will include non-controlling interests in conisiited entities representing the economic intetéstiscertain minority
investors will retain in the management companyofar private equity funds and general partnersunfomnsolidated funds
following the acquisition of general partner or trofling interests in those entities by the GrowgstRerships, which economic

interests will allocate to certain minority investo % of the net profits earned by the ng@na@ent company and % of
the carried interest received by those generahpestwith respect to the funds' investments, ith ease for a specified period
of time;

. we will issue common units in this offagiat an assumed initial public offering price of $ per common unit,

representing the midpoint of the price range inwidan the front cover of this prospectus, whicu#ce will increase our
partners' capital;

. we will include principals' interests representihg Group Partnership units that KKR Holdings witld in the Group
Partnerships, which principals' interests will alite to KKR Holdings % of the equity iretGroup Partnerships upon
completion of this offering, assuming the under@nstdo not exercise their option to purchase adtiticommon units from
us;

. we will make one or more cash andkind distributions to certain of our existing owaerior to the completion of the offerir

which distributions will consist of substantiallif af the cash-on-hand and certain personal prggErthe management
company for our private equity funds;

. we will recognize non-cash employee compensati@nges associated with the vesting of interestsiR Kloldings that are
held by our principals, which non-cash charges kélloffset in full by corresponding credits to @rome statement
attributable to principals' interests in consolaheéentities and other income and will not impactinaome before taxes, net
income or partners' capital;

. we will recognize employee compensation chargescéaed with the vesting of grants of restrictechomon units and other
awards under our 2007 Equity Incentive Plan; and
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. we will record a provision for corporate incomedayon the income of our intermediate holding comgpastich will indirectly
hold our interest in the management companiesudofuonds and our capital markets companies andosilaxable as a
corporation for U.S. federal income tax purposes.

Due to the differences described abovepthdecessor combined financial statements antedehastorical data included in this
prospectus are not necessarily representativerdiiture results of operations and financial coiodit To provide additional information
illustrating the impact that the changes descrédsalve will have on our results of operations andrftial condition, we have presented
elsewhere in this prospectus unaudited pro formanfiial information for the year ended December28D6 and as of and for the three
months ended March 31, 2007. The pro forma data effect to the Reorganization Transactions, tffexring and related transactions as if
such transactions had occurred on January 1, 20Q8ufposes of the unaudited pro forma statemeimcoine data and as of March 31, 2007
for purposes of the unaudited pro forma statemgfibancial condition. Such information has beeaganted for informational purposes only
and does not purport to present the results ofatieais or financial condition that we would havéiawed if those transactions had occurred
on such dates or that we may achieve in the fuee."Unaudited Pro Forma Financial Information.”

Basis of Financial Presentation
Combined Results
Impact of the Consolidation of Our Funds on Ourdfinial Presentatiol

In accordance with GAAP, a substantial nandf our funds are consolidated in our predecessmbined financial statements
notwithstanding the fact we hold only a minorityoromic interest in those funds. In particular, ve@édrconsolidated (i) those entities in
which our predecessor, through the ownership ister@f our senior principals, has majority owngrsdmd had control over significant
operating, financial and investing decisions ofehéties and (ii) those funds, which we refer $mar consolidated funds, in which our
predecessor, through the ownership interests ofewior principals, held a general partner or mengagnember interest, which gave our
predecessor substantive controlling rights ovehgunds. With respect to our consolidated fundsgemeerally have operational discretion
and control over the funds and fund investors dchotd any substantive rights that would enablentte impact the funds' ongoing
governance and operating activities.

As noted above, in connection with the Raaization Transactions and this offering, we détonsolidate the 1996 Fund and the KKR
Private Equity Investors master fund, but will dooe to consolidate the other funds that are ctigreonsolidated in our combined financial
statements. Those consolidated funds consist ditinepean Fund, the Millennium Fund, the EuropeamdAI, the 2006 Fund and two of the
side-by-side funds that constitute the KKR Stratégapital Funds. See "Unaudited Pro Forma Finahafafmation." In addition, because we
expect to continue to maintain a controlling ingtii@ funds that we sponsor and manage, we expedrsolidate additional funds in future
periods, including our recently formed Asian Fuwtijch is expected to have its final closing in thied quarter of 2007.

When we consolidate a fund, our combingdrftial statements reflect the assets, liabilitiesenues, expenses and cash flows of the
consolidated fund on a gross basis. The majorith@economic interests in the consolidated furidckvare held by third-party investors, are
reflected as non-controlling interests in our camebl financial statements. Substantially all of tf@nagement fees and certain other amounts
that we earn from the consolidated fund are eliteitidn combination. However, because those amaustsarned from non-controlling
interest holders, our allocable share of the nedrime from the consolidated fund is increased byatheunts eliminated. Accordingly, the
consolidation of a fund does not have a net effadhe amounts of income before taxes, net incanpaxiners' capital that we report. The
consolidation does, however, significantly impaittss aspects of our financial statement presemiatiecause the assets, liabilities, income
and expense of the consolidated funds are reflemted
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a gross basis while the allocable share of thosmuata that are attributable to non-controlling iett holders are reflected as single line items
on our statement of financial condition (non-coliing interests in consolidated entities) and im statement of income (non-controlling
interests in income of consolidated entities).

Segment Result

We present the results of our two repogdiisiness segments in accordance with Statemé&imanficial Accounting Standards No. 131,
"Disclosures about Segments of an Enterprise atatdklnformation.” This standard is based on aagament approach, which requires
segment presentation based on internal organizatidrthe internal financial reporting used by mamagnt to make operating decisions,
assess performance and allocate resources. Ougerarat makes operating decisions, assesses penfceraad allocates resources base
financial and operating data and measures thgirasented without giving effect to the consolidatid any of the funds that we manage. /
result, unlike the reporting in our predecessor loiowed financial statements, our segment reportogsaot give effect to the consolidation of
our funds. The deconsolidation of our funds in ®egment reporting results in the inclusion in fe@ime of management fees that would
otherwise be eliminated in consolidation, the atiation of investment income and expense thatiigatable to non-controlling interests held
by third-party fund investors and the eliminatidrcorresponding charges and credits that we acdoumis non-controlling interests in the
income of consolidated entities. See "—CombinediRgs-Impact of the Consolidation of Our Funds orr Bimancial Presentation" and "—
Key Operating and Performance Measures—Segment@mpgand Performance Earnings."”

Key Financial Measures
Revenue:
Fee Incom

Our combined fee income consists primarfljransaction and monitoring fees that we recé&iom our portfolio companies and the
management and incentive fees that we receivetljifeom our unconsolidated funds, including batle base management fees and incel
fees that are paid by our unconsolidated creditesly funds. These fees are based upon the cargtdetms of the management and other
agreements that we enter into with the applicalohel$ and portfolio companies. For a descriptiothee management and other agreements
see "Business."

Our combined fee income does not inclugenianagement fees that we charge our consolidateid fbecause those fees are eliminated
in consolidation as transactions between cons@lilantities. However, because those managemenaffeesrned from, and funded by, third-
party fund investors who hold non-controlling irgsts in the consolidated funds, our allocable sbftlee net income from the consolidated
funds is increased by the amount of the managefeestthat are eliminated in consolidation. Accagtlinwhile the consolidation of our
funds impacts the amount of fee income that wegeize on a combined basis, it does not affect ttimate amount of income before taxes,
net income, or partners' capital that we recogmzmur combined financial statements.

Expenses
Employee Compensation and Benefits Exp

Our employee compensation and benefitsresghistorically has consisted primarily of thetcaalaries and bonuses that we have paid
personnel who are not senior principals. Because@upensation arrangements with those individoalg involved a significant
performance-based bonus component, our employepearmsation and benefits expense has increased agtoncome has grown. Our
employee compensation and benefits expense hagralsm in recent years as a result of the expardiaur business, which has increased
the number of our salaried employees. Our emplogegpensation and
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benefits expense is not borne by fund investorsisndt offset by credits attributable to our fundestors' non-controlling interests in our
consolidated funds.

Unlike our other personnel, our senior gipals historically have not been paid any casarisd or bonuses for their services to us.
Instead, these individuals have relied on cashibligions that they have received on their equitgfiests in our business. Because those casf
distributions have been paid to senior principaltheir capacities as owners of our business, italiitions have been accounted for as
distributions of partners' capital rather than esypk compensation and benefits expense and, anglydive have not reflected those
amounts as employee compensation and benefits sxpreour statements of income.

Our principals will hold equity interestsour business through KKR Holdings, which will iahe Group Partnership units not held by
us. As a result, those individuals will receivedfiitial benefits from our business in the form stributions and payments received from K
Holdings and the appreciation in the value of tmeup Partnership units that KKR Holdings owns. Breup Partnership units held by KKR
Holdings will be subject to applicable transfertriesions, and will not be exchangeable for our coom units before

A portion of the equity interests held hy principals in KKR Holdings are subject to vestitwe will be required to record periodic
non-cash employee compensation charges over titherggpect to the vesting of interests in KKR Hotli that are held by our principals.
When incurred, however, those non-cash chargedwitiffset in full by corresponding credits in atatements of income attributable to
principals' interests in income of consolidatedter®t and other income and, as a result, will ngtact our income before taxes, our net
income or amounts that are available for distrifoutio our unitholders. See "Principals' Interests in the Income of Consoliddtetities" an:
"Unaudited Pro Forma Financial Information."

At the time of this offering, we intenddoant to our employees who are not principals ayvegate of restricted common units
under our 2007 Equity Incentive Plan as describatbu"Management—2007 Equity Incentive Plan." W rgcord periodic employee
compensation charges in our statements of incoswded with the grants and vesting of these asyasiwell as any future awards that we
may grant under our 2007 Equity Incentive Plan.

General, Administrative and Other Expense

Our general, administrative and other espatonsists primarily of professional fees paitbtal advisors, accountants, senior advisors
and consultants; insurance costs; travel and telatpenses; communications and information seryvibesreciation and amortization charges
and other general and operating expenses. Thesaseghave increased in recent years due to feb®paur senior advisors that are based
in part on returns generated by our investmentg;iwihave increased significantly during recent @#sj as well as increases in overhead
resulting from the expansion and growth of our bess. A substantial portion of our general, adriviziive and other expense is not borne by
fund investors and is not offset by credits attidtle to our fund investors' non-controlling int&sein our consolidated funds.

As a public company our costs for such g&® insurance, accounting and legal advice magase. We will also incur costs which we
have not previously incurred for director fees dstor relations expenses, expenses for compliaitbhelve Sarbanes-Oxley Act and rules of
the Securities and Exchange Commission and the YWaw Stock Exchange, and various other costs agtativith being a public company.

Fund Expense

Our fund expenses consist primarily of sdkat we incur in connection with potential invaents that do not result in completed
transactions (such as travel expenses, profesdieembnd research costs),
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costs incurred in connection with the placemedinoited partner interests in our private equitydsrand costs relating to holding our annual
investor conference.

Investment Income

We recognize investment income with respectur carried interests in investments of ouvate equity funds, the capital invested by or
on behalf of the general partners of our privatgitgcfunds and the non-controlling interests thtd party fund investors hold in our
consolidated funds. Grants of restricted equitgriesgts in our publicly listed credit strategy fuK@&N, are not included as investment income.
When the equity interests vest, however, we incthédnterests as investments on our statemeinaridial condition and thereafter
recognize investment income or loss with respechimges in their fair value and any dividendsistrithutions paid thereon. See
"Business—Credit—KFN."

Net Gains from Investment Activiti

Our net gains from investment activitieasist primarily of the unrealized and realized gaind losses on investments that are made by
our funds. Unrealized gains or losses result frbianges in the fair value of these investments duaiperiod. Upon disposition of an
investment, previously recognized unrealized gaimesses are reversed and an offsetting realia@day loss is recognized in the current
period. While this reversal does not affect the am@f net gains that we recognize from investnaetivities, it does impact the cash flows
that we record.

When determining the fair values of investits, we use the last reported market price dseoftatement of financial condition date for
investments that have readily available marketgstit®Vhen an investment does not have a readilyadlaimarket price, the fair value of the
investment represents the value, as determined loy good faith, at which the investment could blel $n an orderly disposition over a
reasonable period of time between willing partidgeothan in a forced or liquidation sale. Theradssingle standard for determining fair
value in good faith and in many cases fair valugeist expressed as a range of fair values fromhadnigingle estimate may be derived. When
making fair value determinations, we typically asmarket multiples approach that considers a spddihancial measure (such as EBITDA)
or a discounted cash flow or liquidation analy®$¥ also consider a range of additional factorsweatieem relevant, including the price at
which the investment was acquired, the nature efrilestment (such as whether it is a controllimgriest), local market conditions, market
prices for comparable securities and financingsaations and internal models that consider theeotiand expected operating performance
and cash flows of the company in which the investtrmeas made.

A significant portion of our funds' investnts consists of private equity investments thatatchave readily observable market prices
and, accordingly, have been valued by us in goibd €sing the valuation methodologies describedsab@/ith regard to our valuations of
those investments, since December 31, 2005, omudegly basis, Duff & Phelps, LLC, an independealtmation firm, has provided us with
third-party assistance, which consisted of limgedcedures that we identified and asked them ttoper as described under "Private Equity
Valuations and Related Data." Our determinationheffair values of these investments may diffetemally from the values that would ha
resulted if readily available market prices hadsted. Additional external factors may cause th@dees, and the values of investments for
which readily observable market prices exist, tyéase or decrease over time, which may creatdlitglan our net income and the amounts
of assets and partners' capital that we report fiora to time. See "Risk Factors—Risks Relatinghto Investments We Manage—Valuation
methodologies for certain assets in our funds easubject to significant subjectivity and the faatue of assets established pursuant to such
methodologies may never be realized, which couddltén significant losses for our funds" and "—t{&dl Accounting Policies—Fair Value
of Investments."

90




Dividend Income

Our dividend income consists primarily loé dividends and distributions that our privateiggiunds receive from the portfolio
companies in which they invest. Typically, our jatier equity funds recognize dividend income pringarilconnection with dispositions of
operations by portfolio companies and other sigaiit portfolio company transactions. Our dividemcbime has increased substantially in
recent periods as a result of distributions bymartfolio companies following such dispositionsodher transactions.

Interest Incom

Our interest income consists primarilyrdgrest that is paid on the fixed income instrureémiwvhich our consolidated funds invest and,
to a lesser extent, interest payments that ournf@igquity funds are paid when they provide briiflggncing to a portfolio company in
connection with a portfolio company acquisitioneSPrivate Equity Valuations and Related Data—Beitignancing Provided by Private
Equity Funds." Our interest income has increasédtantially in recent periods as a result of irdeearned from cash management activities
carried out by our private equity-oriented permarmapital fund, which began operations in May 2886 made significant fixed income
investments in connection with its cash managemaetitities.

Interest Expens

Our interest expense consists primarilintérest that is payable by our funds or their galngartners in connection with indebtedness
that they incur to finance investments. A significportion of our interest expense relates to ltarg: indebtedness that is used by our credit
strategy funds to leverage their investments. Tdlanze of this expense consists of shen borrowings that are used by the general pes
of our private equity funds and indebtedness thased by our private equity-oriented permanenitaadpnd to leverage its investments in
public companies. Given the degree of leveraghérchapital structures of our portfolio companieki@li leverage is not reflected in our
statements of income), our private equity fundsidbincur debt at the fund level.

Impact of the Consolidation of Our Funds on thedergation of Investment Incor

Due to the consolidation of a majority of dunds, the amount of our funds' investment inedhat is allocable to our carried interests
and capital investments is not readily shown inaambined financial statements. Instead, the poxifdnvestment income that is allocable
us, after allocating amounts to non-controllingeiests, is reflected in our net income. Becausesubstantial majority of our funds are
consolidated and because we hold only a minoribnemic interest in our funds' investments, ourcalde share of our funds' investment
income is significantly less than the total amoafrinvestment income presented in our predecessubmed financial statements.

Income Taxe

We have historically operated as a groupastnerships for U.S. federal income tax purp@seks in the case of certain entities located
outside the United States, corporate entitiesdaifn income tax purposes. Because most of thigesrih our consolidated group are taxed
as partnerships, our income is generally alloctiednd the resulting tax liability is generallyrbe by, our principals and we generally are
taxed at the entity level. The income taxes inaliteeour predecessor combined financial statemametsttributable to the New York City
unincorporated business tax and foreign incomestarposed on certain entities located outside thieed States.

Following the Reorganization Transactiond this offering, the Group Partnerships and thebsidiaries will continue to operate as
partnerships for U.S. federal income tax purposels i the case of certain entities located outdigdUnited States, corporate entities for
foreign income tax purposes. Accordingly, thosatiestwill continue to be subject to New York Citpincorporated business taxes or
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foreign income taxes, as the case may be. In additiur intermediate holding company will be subjecadditional entityevel taxes that wi
be reflected in our combined financial statements.

Nor-Controlling Interests in the Income of Consolidhtentities

Non-controlling interests in the incomecohsolidated entities represent the ownershipésterthat unaffiliated third parties hold in
entities that are consolidated in our financialesteents. The allocable share of income and expettriigutable to those interests is accounted
for as non-controlling interests in the income ofgolidated entities.

Historically, the amount of non-controllingerests in consolidated entities that we hacegrized has been substantial and has resulte
in significant charges and credits in our statemefiincome. As of March 31, 2007, non-controllinterests in consolidated entities
represented approximately 85% of our combined taéts and consisted primarily of:

. economic interests that fund investors held inamnsolidated funds, which economic interests atkxt¢o the fund investors
approximately 85% of our combined total assetsfddasch 31, 2007 and resulted in approximately $iillion and
$0.8 billion of net charges in our statements obme during the three months ended March 31, 28672806, respectively;
and

. an interest in the management company for our tstitegy funds that currently allocates 35% efriiet income of that
management company to other members of that mareademmpany.

We expect to continue to recognize substmon-controlling interests in the income of consolidagadities following the completion «
the Reorganization Transactions and this offerimg) anticipate that those non-controlling interegitscontinue to give rise to significant
charges and credits in our statements of incompgatticular, non-controlling interests in the inawf consolidated entities are expected to
consist primarily of:

. economic interests that fund investors hold in@ansolidated funds (which will exclude the 1996 #amd the KKR Private
Equity Investors master fund as a result of thedsaclidation of those funds as described underisB#d-inancial
Presentation—Combined Results");

. the 35% interest that other members of the managecoenpany of our credit strategy funds will hatdthe management
company for our credit strategy funds as descriim/e;

. economic interests in the general partners of onsalidated private equity funds that will entitler existing owners to 100%
of the capital invested by or on behalf of thoseagel partners before the completion of this offgrand any profits thereon;
and

. interests in our management company for our priegtety funds and general partners of our constdaifunds that will entitl
certain minority investors to % of thd meome earned by the management company and % of the carried interest

received by the general partners, in each caseresihect to the funds' investments for a specpeibd of time.
Principals' Interests in the Income of Consolidakattities

In addition to the non-controlling intere# consolidated entities described above, ouncjpals will retain substantial economic
interests in our business following the completdthis offering through KKR Holdings' ownership Gfoup Partnership units. Assuming
that the underwriters do not exercise their optpurchase additional common units from us, tleseests will represent
approximately % of our total assets thatreot allocable to holders of non-controlling etgts upon completion of the offering. We will
account for these interests in the same mannewghaiccount for non-controlling interests in cordatied entities that are held by unaffiliated
third parties, except that our principals' intesesill be classified separately for financial refooy purposes in order to provide investors with
a more meaningful financial presentation. See "Wditad Pro Forma Financial Information."
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Key Operating and Performance Measures

The alternative asset management busisessniplex and unusual in its ability to supportidagrowth without requiring substantial
capital investment. However, there may also betiityeassociated with the net income and cash ffalternative asset managers as a result
of changes in market conditions and other factescdbed in this prospectus. In order to assessmamitor the effectiveness of our value
creation strategies and operating performance,ave developed and use the following supplementlaimg metrics. As a public company,
we expect to continue to use these supplementahtipg and performance metrics, in addition toitradal financing measures, because we
believe that the supplemental measures represebett measures of the productivity of our investraetivities.

Assets Under Manageme|

Our assets under management represenssbésavith respect to which we are entitled toiveca fee or carried interest. We calculate
the amount of assets under management as of amwasléiie sum of: (i) the fair value of the invesiteef our traditional private equity funds
and our carry-paying co-investment vehicles plesdipital that we are entitled to call from investio our traditional private equity funds
with respect to their unfunded capital commitme(itsthe NAV of KKR Private Equity Investors ankde KKR Strategic Capital Funds;

(iii) the equity of KFN; and (iv) the capital radéy structured finance vehicles that we managea fesult of raising new funds with sizeable
capital commitments and increases in the NAV ofermanent capital funds and their retained praddits assets under management have
increased significantly over the periods discudssidw.

Increases in assets under managemennigetatiour unconsolidated funds will generally réguincreases in our fee income, as the
amount of the management fees that we receive these funds is calculated based on the amounesétassets. Similarly, increases in
assets under management relating to our consdlidatels will generally result in increases in ollo@able share of the net income from
these consolidated funds. To the extent that ise®a& assets under management consist of permeapstl, the related increases in fee
income would be expected to continue during fupggods. With respect to our traditional privateiggfunds, management fees are
calculated based on the amount of capital commitiedfund during the investment period (typicahg first four years of a fund's life) and
thereafter on the cost basis of the fund's investsjevhich causes the fees to be reduced overamievestments are liquidated. As of
March 31, 2007, approximately 74.8% of our assetleu management relating to our traditional privegaity funds were associated with
funds in their investment period.

Segment Operating and Performance Measu
Fee Related Earninc

Fee related earnings is a profit measuwatisiveported by our two reportable business satgn&he difference between fee related
earnings and income before taxes presented indaooe with GAAP is that fee related earnings repremcome before taxes adjusted to
(i) exclude the expenses of consolidated fundsin@ude management fees earned from consolidatets that were eliminated in
consolidation; (iii) exclude investment income giw) exclude non-controlling interests in incomecohsolidated entities. Our current
operations are managed based in part on our replestels of fee related earnings, which consisharily of the management, transaction
monitoring fees that we earn as the sponsor opauate equity funds and our allocable share oftlamagement and incentive fees that we
earn as the sponsor of our credit strategy furidead been and remains a key objective of our firnmaximize our fee related earnings,
because those amounts directly affect our net imcom

Segment Economic Net Income

Segment economic net income is a key pedioce measure used by management when makingiogatatisions, assessing operating
performance and allocating resources. Economiigeime represents net income excluding the implaicicome taxes, the impact of non-
cash employee
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compensation charges and the impact of amortizafiomtangible assets. Because our predecessorinethbnancial statements do not
include any non-cash employee benefits and compienszharges, economic net income is the equivaleimcome before taxes for the
historical periods presented. See "Unaudited Prm&d-inancial Information."

Private Equity Dollars Investe

Private equity dollars invested is the agate amount of capital invested by our privatatgdunds and carry-paying co-investment
vehicles in private equity transactions during @oréing period. Such amounts include both capialtcbuted by fund investors and co-
investment vehicles with respect to which we atéled to a carried interest and capital contrilouitg us as the general partner of a private
equity fund with respect to which we are entitlegtofits generated on the invested capital. Wepuisate equity dollars invested as a
measure of the productivity of our investment atiig and as an indicator of potential returns thatmay realize in future periods from our
current private equity investments. From our intepthrough March 31, 2007, our first ten traditiprivate equity funds (representing al
our private equity funds that have invested attlB@snonths) achieved returns equal to 2.7x theusutnof private equity dollars invested.

Combined Results of Operations

The following is a discussion of our preelesor combined results of operations for the yeaded December 31, 2004, 2005 and 2006
and the three months ended March 31, 2006 and 2@@¥should read this discussion in conjunctiorhwiiite information included under "—
Basis of Financial Presentation—Combined Resuhd'the predecessor combined financial statementsedated notes included elsewhere
in this prospectus. For a more detailed discussidghe factors that affected the results of operatiof our two business segments in these
periods, see "—Segment Analysis."
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The following tables set forth informaticegarding our combined results of operations ferythars ended December 31, 2004, 2005 anc
2006 and for the three months ended March 31, 20062007

Year Ended December 31, Three Months Ended March 31,
2004 2005 2006 2006 2007
($ in thousands) (% in thousands)
Revenue:
Fee income $ 183,46: $ 232,94 $ 410,32¢ $ 93,79¢ $ 68,84(
Expenses
Employee compensation and
benefits 69,95¢ 79,64: 131,66° 22,60: 27,34t
Occupancy and related charg 10,68¢ 13,53¢ 19,29t 6,482 4,624
General, administrative and
other 36,93 54,33¢ 78,15¢ 15,93 31,55t
Fund expense 16,47( 20,77¢ 38,35( 4,77¢ 16,81(
Total expense 134,04! 168,29: 267,46¢ 49,79t 80,33
Investment Income
Net gains from investmel
activities 3,026,391 2,984,50. 3,105,52: 933,40° 1,482,05.
Dividend income 14,61 729,92¢ 714,06¢ 51,72t 19,47:
Interest incom: 54,06( 27,16¢ 210,87 11,11¢ 68,26¢
Interest expens (529 (697) (29,547 (1,36€) (15,599
Total investment incom 3,094,54. 3,740,89! 4,000,92; 994,88 1,554,20:
Income before non-controlling
interests in income of consolidatt
entities and income tax 3,143,96! 3,805,55: 4,143,78! 1,038,88:! 1,542,70°
Non-controlling interests in incon
of consolidated entitie 2,364,30! 2,861,18I 3,026,91. 777,50: 1,161,16:
Income before taxe 779,65 944,36° 1,116,87. 261,38: 381,54!
Income taxe: 6,26¢ 2,90( 4,163 767 627
Net income $ 773,38t $ 941,46° $ 1,112,70¢ $ 260,61t $ 380,91¢

Assets under management (peric
end) $ 15,147,300 $ 23,350,700 $ 43,873,40 $ 53,418,20

Three Months Ended March 31, 2007 Compared to Thidenths Ended March 31, 2006
Fee Incom

Fee income was $68.8 million for the thmeenths ended March 31, 2007, a decrease of $24liérmor 26.6%, from the three months
ended March 31, 2006. The decrease was primaréytaa $35.4 million decrease in transaction feesesl in our private equity segment,
which resulted from the fact that our transactiee-§enerating investments during the first quart®007 had a combined total transaction
value of $4.9 billion while our transaction fee-gesting investments during the first quarter of@@@d a total transaction value of
$33.3 billion. The effect of the decrease in tratisa fees was offset, in part, by a $3.1 milliocriease in management fees relating to the
formation of the KKR Strategic Capital Funds in th&d quarter of 2006, as well as an $8.5 milliocrease in incentive and management
fees received from KFN resulting from its favorabfeerating performance. As of March 31, 2007, we dvanounced 11 pending transacti
each of which will generate transaction fees ingégods in which they close.
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Expense:

Expenses were $80.3 million for the thremths ended March 31, 2007, an increase of $30lmior 61.3%, from the three months
ended March 31, 2006. The increase was primariéytda $15.6 million increase in general, admiatste and other expenses resulting from
the growth of our business, including the openihguw Tokyo office subsequent to March 31, 20084& million increase in employee
compensation and benefits resulting from the highgn additional 105 employees after March 31,62@hd a $12.0 million increase in fund
expenses, which resulted from expenses incurredriprivate equity segment in connection with tleeement of limited partner interests in
connection with newly formed funds.

Net Gains from Investment Activiti

Net gains from investment activities weteSHbillion for the three months ended March 3102(n increase of $548.6 million, or
58.8%, from the three months ended March 31, 2086.increase was primarily attributable to unrealiappreciation in the value of
18 private equity investments across a varietyndéistries within our portfolio. While we recogniz£422.3 million of realized gains from the
sale of private equity investments, which positnehpacted our cash flow during the three monthdedrMarch 31, 2007, a corresponding
amount of unrealized gains on those investmentdkad recognized in prior periods resulting in Bbimpact on net gains from investment
activities for the current period from these reatiians. Substantially all of our realized gainstetl to our private equity investments.

Dividend Income

Dividend income was $19.5 million for thee¢e months ended March 31, 2007, a decrease @ #8ion, or 62.4%, from the three
months ended March 31, 2006. Our dividends arergpearned in connection with sales of significaperations or other restructuring
transactions undertaken by our portfolio compathiasresult in available cash that is distributeddr private equity funds. During the three
months ended March 31, 2007, we received $10.Gomitif dividends from one portfolio company andaaygregate of $9.5 million of
comparatively smaller dividends from three pordatbmpanies. During the three months ended MarcB@16, we received $38.8 million of
dividends from one portfolio company and an aggreega$13.0 million of comparatively smaller divids from two portfolio companies.

Interest Incom

Interest income was $68.3 million for these months ended March 31, 2007, an increase7o® $6illion from the three months ended
March 31, 2006. The increase primarily reflects.$34illion of interest earned from cash managenaetivities carried out by our private
equity-oriented permanent capital fund, which begaerations in May 2006, as well as a $28.8 millimrease in interest income earned in
our credit segment that was attributable to areiase in the amount of assets under management.

Interest Expens

Interest expense was $15.6 million forttiree months ended March 31, 2007, compared torfillidn for the three months ended
March 31, 2006. The increase was primarily duenttnarease in the amount of assets under managémeut credit segment, which utiliz
additional leverage to enhance returns.

Nor-Controlling Interests in Income of Consolidatedikes

Non-controlling interests in income of colidated entities were $1.2 billion for the threenths ended March 31, 2007, an increase of
$383.7 million, or 49.3%, from the three monthsesharch 31, 2006. The increase primarily reflectsncrease in the total investment
income that was allocable to
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non-controlling interests, which increase was dritsg the overall changes in the components of iimvest income described above.
Income before Taxe

Due to the factors described above, incbafere taxes was $381.5 million for the three memthded March 31, 2007, an increase of
$120.2 million, or 46.0%, from the three monthseshdarch 31, 2006.

Year Ended December 31, 2006 Compared to Year Erdleckmber 31, 2005
Fee Incom

Fee income was $410.3 million for the yeaded December 31, 2006, an increase of $177.lbmibr 76.1%, from the year ended
December 31, 2005. The increase was primarily due®t122.7 million increase in the transaction feg®ied in our private equity segment,
which resulted from an increase in total completadsaction value from $31.6 billion for the yeaded December 31, 2005 to $104.3 billion
for the year ended December 31, 2006. Additionatignitoring fees increased $23.7 million in ounpte equity segment, which was
attributable to monitoring fees received from thaglitional portfolio companies as well as an iaseein the average monitoring fee paid.
Our fee income was also positively affected by &9 $nillion increase in management and incenties fellowing the formation of the KKR
Strategic Capital Funds in the third quarter of Qs well as a $21.9 million increase in managérieas and incentive fees from KFN,
which resulted from its favorable operating perfance.

Expense:

Expenses were $267.5 million for the yewates] December 31, 2006, an increase of $99.1 milio58.9%, from the year ended
December 31, 2005. The increase was primarily dee®52.0 million increase in employee compensatiwhbenefits, which was attributa
to an increase in the amount of incentive compémsaiaid to existing personnel reflecting our faakde financial performance and the hiring
of 112 additional personnel to support the growitbuor business segments. General, administratideotmer expenses increased
$23.8 million, primarily as a result of our contedigeographical expansion, which included the eyeaf our Tokyo office and a full year of
operations for our Hong Kong office during the yeaded December 31, 2006. Additionally, fund expsnscreased $17.6 million as a re
of an increase in transaction related expensesvia attributable to unconsummated transactionisglthe period.

Net Gains from Investment Activiti

Net gains from investment activities weB1billion for the year ended December 31, 2006narease of $121.0 million, or 4.1%, fr(
the year ended December 31, 2005. The increasenvaarily attributable to unrealized appreciatiorthe value of 22 private equity
investments across a variety of industries within mortfolio. While we recognized $3.2 billion afalized gains from the sale of private
equity investments that positively impacted outhciew during the year ended December 31, 2006r@esponding amount of unrealized
gains on those investments had been recognizetbingeriods resulting in no net impact on incoraethe current period from these
realizations. Substantially all of our realizedrgaielated to our private equity investments.

Dividend Income

Dividend income was $714.1 million for tear ended December 31, 2006, a decrease of $1ichnor 2.2%, from the year ended
December 31, 2005. During the year ended Decenthe2(®6, we received an aggregate of $546 milliosivadends from three portfolio
companies and an aggregate of $168.1 million ofpamatively smaller dividends from five portfolioropanies. During the
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year ended December 31, 2005, we received an aggrefi$479 million of dividends from two portfolemmpanies and $251 million
comparatively smaller dividends from two portfotiompanies.

Interest Incom:

Interest income was $210.9 million for tlear ended December 31, 2006, an increase of $1@Bign from the year ended
December 31, 2005. The increase primarily refl§t#3.3 million of interest earned from cash manag#nactivities carried out by our
private equity-oriented permanent capital fund,clibegan operations in May 2006, and to a lesgenea $25.2 million increase in interest
income earned in our credit segment that was ataiiile to an increase in the amount of assets undeagement.

Interest Expens

Interest expense was $29.5 million foryear ended December 31, 2006, compared to lesssthamillion for the year ended
December 31, 2005. The increase was primarily dantincrease in the amount of assets under maregémour credit segment, which
utilized additional leverage to enhance returns.

Nor-Controlling Interests in Income of Consolidatedikes

Non-controlling interests in income of colidated entities were $3.0 billion for the yeaded December 31, 2006, an increase of
$165.7 million, or 5.8%, from the year ended Decen8i, 2005. The increase primarily reflects amaase in the total investment income
that was allocable to non-controlling interestsjoliincrease was driven by the overall changeBeéncomponents of investment income
described above.

Income before Taxe

Due to the factors described above, incbefere taxes was $1.1 billion for the year endedeb#er 31, 2006, an increase of
$172.5 million, or 18.3%, from the year ended Delsen81, 2005.

Assets Under Manageme

Our assets under management were $43i@nbéls of December 31, 2006, an increase of $20iGnh or 87.9%, from December 31,
2005. The increase was due primarily to our fororatf the 2006 Fund, which received $16.1 billiércapital commitments from fund
investors, and KKR Private Equity Investors, whigd $5.0 billion of permanent capital as of Decem@ig 2006, and the formation of the
KKR Strategic Capital Funds, which received $015dui of capital commitments from investors. Additilly, the total capital of structured
finance vehicles that we manage increased by $ilidnb Our assets under management were alsoipelsitaffected during the period by a
$3.2 billion net increase in the value of the inweants of our traditional private equity funds, eihoffset $5.3 billion of distributions of
realized value from those funds.

Year Ended December 31, 2005 Compared to Year Erdleckmber 31, 2004
Fee Incom

Fee income was $232.9 million for the yeraded December 31, 2005, an increase of $49.5miltir 27.0%, from the year ended
December 31, 2004. The increase was partially d@e®22.5 million increase in the monitoring feased in our private equity segment,
which resulted from an increase in the monitoriegsf paid by certain portfolio companies duringpgégod. Our reported fee income was ¢
positively affected by an approximately $31.2 miflincrease in the base management and incenéigeeaned in our credit segment, which
was due to the formation of KFN during 2004.
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Expense:

Expenses were $168.3 million for the yeates] December 31, 2005, an increase of $34.2 milio 25.5%, from the year ended
December 31, 2004. The increase was partially d@e$9.7 million increase in employee compensaiuhbenefits, which was attributable
an increase in the amount of incentive compensagidic to existing personnel reflecting our favoeatihancial performance and the hiring of
55 additional personnel to support the growth aftmusiness segments. General, administrative dret ekpenses increased $17.4 million
primarily as a result of our continued geograph@gdansion which included the opening of our Panid Hong Kong offices during the year
ended December 31, 2005.

Net Gains from Investment Activiti

Net gains from investment activities weBeO$billion for the year ended December 31, 200de@ease of $41.9 million, or 1.4%, from
the year ended December 31, 2004. The decreast gaims from investment activities was due pdytial the fact that a significant number
of the investments that we held during the yeaedridecember 31, 2005 had only recently been madieaanordingly, were still carried at
cost. While we recognized approximately $1.6 hillaf realized gains from the sale of private eqinfgestments that positively impacted our
cash flow during the year ended December 31, 28@5yresponding amount of unrealized gains on thn&stments had been recognized in
prior periods resulting in no net impact on ourome for the current period from these realizati@bstantially all of our realized gains
related to our private equity investments.

Dividend Income

Dividend income was $729.9 million for thear ended December 31, 2005, an increase of $#iiBi@n from $14.6 million for the year
ended December 31, 2004. The increase in the anoddintidend income was due to an increase in @indb received from portfolio
companies in our private equity segment. Duringyter ended December 31, 2005, we received angeaggref $479 million of dividends
from two portfolio companies and an aggregate &l$aillion of comparatively smaller dividends framo portfolio companies. During the
year ended December 31, 2004, we received an aggrefy$10.8 million of dividends from one portftbEompany and an aggregate
$3.8 million of comparatively smaller dividendsridwo portfolio companies.

Interest Incom:

Interest income was $27.2 million for treay ended December 31, 2005, a decrease of $2fichnor 49.7%, from the year ended
December 31, 2004. The decrease reflects a reduatiaterest received from portfolio companie®ur private equity segment that was
attributable to a reduction in bridge financing\ided by our private equity funds.

Interest Expens
We did not record a significant amountriaérest expense during the years ended Decemb2034,0r 2005.
Nor-Controlling Interests in Income of Consolidatedikes

Non-controlling interests in income of colidated entities were $2.9 billion for the yeaded December 31, 2005, an increase of
$496.9 million, or 21.0%, from the year ended DelsenB1, 2004. The increase primarily reflects amgase in the total investment income
allocable to non-controlling interests, which irese was driven by the overall changes in the commsrof investment income described
above.

Income before Taxe

Due to the factors described above, incbefere taxes was $944.4 million for the year eridedember 31, 2005, an increase of
$164.7 million, or 21.1%, from the year ended Delsen81, 2004.
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Assets under Manageme

Our assets under management were $23idnbéls of December 31, 2005, an increase of $8i@rhior 54.2%, from December 31,
2004. The increase was due primarily to our foraratf the European Fund Il, which received $5.lidnilof capital commitments from fund
investors, and a $3.4 billion increase in the valthe investments of our traditional private eégdiinds, which offset $3.6 billion of
distributions of realized value from those fundsir @ssets under management were also positivedgtatf during the period by the initial
public offering of KFN, which raised $0.8 billiorf additional permanent capital for our credit segtnand $2.0 billion of capital raised by
structured finance vehicles that we manage.

Segment Analysis

The following is a discussion of the resuf our two reportable business segments for ¢agsyended December 31, 2004, 2005 and
2006 and the three months ended March 31, 200@@®id. You should read this discussion in conjumctidth the information included
under "—Basis of Financial Presentation—Segmentf&#sand the predecessor combined financial statésrand related notes included
elsewhere in this prospectus.

Private Equity Segmer

The following tables set forth informaticegarding the results of operations and certaindgsrating metrics for our private equity
segment for the years ended December 31, 2004, 2002006 and the three months ended March 31, 2080&007.

Year Ended December 31, Three Months Ended March 31,

2004 2005 2006 2006 2007

($ in thousands)

Fee income $ 172,80¢ $ 202,10¢ $ 361,46° $ 69,36¢ $ 117,28t
Expense! (119,74, (139,099 (214,27) (40,739 (71,009

Fee related earning 53,06« 63,00¢ 147,19( 28,63( 46,28¢
Investment incom 723,70( 864,81 935,13t 227,07¢ 322,68

Income before non-controlling
interests in income of consolidatt
entities and income tax 776,76 927,82( 1,082,32 255,70¢ 368,97

Non-controlling interests in incon
of consolidated entitie — — — — —

Economic net incom $ 776,76 $ 927,82( % 1,082,321 $ 255,70¢ $ 368,97:

Assets under management (peric
end) $ 14,391,300 $ 19,696,60 $ 38,722,70 $ 44,145,50
Private equity dollars investe $ 2,065,60: $ 291342 $ 6,661,69! $ 1,183,95 $ 1,748,60:

Three Months Ended March 31, 2007 Compared to Thidenths Ended March 31, 2006
Fee Incom

Fee income in our private equity segmerd $417.3 million for the three months ended Marth2®07, an increase of $47.9 million, or
69.1%, from the three months ended March 31, 2086.increase was primarily due to an increaseamthnagement fees that we earned
from our private equity funds of $55.2 million, whiresulted from the inclusion of new managemess feom the 2006 Fund and our private
equity-oriented permanent capital fund following tosing of those funds during the second
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quarter of 2006. The inclusion of these additideak more than offset an $11.1 million decreageamsaction fees, which resulted from two
transactions closing during the first quarter 0d2ith a total transaction value of $4.9 billiaongpared to three transactions closing during
the first quarter of 2006 with a total transacti@iue of $33.3 billion.

Expense:

Expenses in our private equity segment \8&te0 million for the three months ended MarchZ197, an increase of $30.3 million, or
74.3%, from the three months ended March 31, 2006.increase was primarily due to a $17.7 milliecréase in general, administrative and
other expenses resulting from the growth of ouir®ss, including the opening of our Tokyo officening after March 31, 2006, and an
increase of $12 million in fund expenses, whichultesl from expenses incurred in connection withpglaeement of limited partner interest
connection with newly formed funds.

Fee Related Earninc

Due to the factors described above, feseadlearnings in our private equity segment wefe3rillion for the three months ended
March 31, 2007, an increase of $17.7 million, o764, from the three months ended March 31, 2006.

Investment Incom

Investment income in our private equityraegt was $322.7 million for the three months endedch 31, 2007, an increase of
$95.6 million, or 42.1%, from the three months ehtitarch 31, 2006. The increase was due primarith¢oeffect of increases in our
allocated share of gains from investment activitedating to appreciation in the fair value of 1@tfolio companies.

Economic Net Incom

Due to the factors described above, econoit income in our private equity segment was &B68llion for the three months ended
March 31, 2007, an increase of $113.3 million, 4:3%6, from the three months ended March 31, 2006.

Private Equity Dollars Investe

Private equity dollars invested were $1illfiob for the three months ended March 31, 200¥Virerease of $564.6 million, or 47.7%, fr
the three months ended March 31, 2006. The incredleeted an increase in the average enterprise wd the companies that we acquired.
As of March 31, 2007, our traditional private egditnds had $16.8 billion of remaining unused capbmmitments (excluding subsequent
commitments to the 2006 Fund and the Asian Furat)dbuld be called for investment in new privataiggcommitments.

Year Ended December 31, 2006 Compared to Year Erdleckmber 31, 2005
Fee Incom

Fee income in our private equity segmerg $261.5 million for the year ended December 3062@n increase of $159.4 million, or
78.9%, from the year ended December 31, 2005. idrease was partially due to a $60.0 million inseeia transaction fees, which resulted
from an increase in total completed transactione&om $31.6 billion for the year ended Decemtier2®05 to $104.3 billion for the year
ended December 31, 2006. Our segment fee incomals@positively affected by a $90.7 million incsean the management fees earned
from our private equity funds, which was due tdrarease in the amount of assets under manages®iiting from the formation of the
2006 Fund during the year and the fact that weivedea full year of management fees from the Euaogeund 11, which closed during the
fourth quarter of 2005.
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Expense:

Expenses in our private equity segment $2fiet.3 million for the year ended December 31,62@ increase of $75.2 million, or
54.0%, from the year ended December 31, 2005. idrease was primarily due to an increase of $47l®min employee compensation a
benefits, which was attributable to an increasiénamount of incentive compensation paid to exgsgiersonnel reflecting our favorable
financial performance, and the hiring of 101 adutitil personnel to support the growth of our privegaity segment and our continued
geographical expansion. Other expense categorilestieely increased by $27.6 million as a resiltree growth of our business, including
the opening of our Tokyo office and a full yearoglerations for our Hong Kong office, as well adrarease in transaction related expenses
resulting from unconsummated transactions duriegotriod.

Fee Related Earning

Due to the factors described above, feedlearnings in our private equity segment wedy 2Lmillion for the year ended
December 31, 2006, an increase of $84.2 millior],3%.6%, from the year ended December 31, 2005.

Investment Incom

Investment income in our private equityrsegt was $935.1 million for the year ended DecerBtie2006, an increase of $70.3 million,
or 8.1%, from the year ended December 31, 2005irTdrease was due primarily to the effect of inse=ain our allocated share of gains from
investment activities relating to appreciationhe fair value of 18 portfolio companies offset lyr allocated share of mark-to-market
adjustments on foreign exchange forward contracts.

Economic Net Incom

Due to the factors described above, ecoooet income in our private equity segment was $illibn for the year ended December 31,
2006, an increase of $154.5 million, or 16.7%, fittv@ year ended December 31, 2005.

Assets Under Manageme

Assets under management in our privatetegegment were $38.7 billion as of December 3062@n increase of $19.0 billion, or
96.4%, from December 31, 2005. The increase wapdoerily to our formation of the 2006 Fund, whichd received $16.1 billion of
capital commitments from fund investors as of Delsen81, 2006, and KKR Private Equity Investors,ahihprovided us with an additional
$5.0 billion of permanent capital as of December2ZID6, and a $3.2 bhillion net increase in the @alfithe investments of our traditional
private equity funds, which offset $5.3 billion dibtributions of realized value from those funds.

Private Equity Dollars Investe

Private equity dollars invested were $6lifobn for the year ended December 31, 2006, aneiase of $3.7 billion, or 128.7%, from the
year ended December 31, 2005. The increase raflacténcrease in the average enterprise valueeafdmpanies that we acquired. As
December 31, 2006, our traditional private equityds had $17.6 billion of remaining unused camitethmitments that could be called for
investment in new private equity commitments, coragdo $7.3 billion of remaining capital commitmeitat were uncalled as of
December 31, 2005.
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Year Ended December 31, 2005 Compared to Year Erdieckmber 31, 2004
Fee Incom

Fee income in our private equity segmerd $202.1 million for the year ended December 3052@n increase of $29.3 million, or
17.0%, from the year ended December 31, 2004. fidrease was primarily due to a $28.1 million inseein the amount of management fees
earned from our private equity funds, which was wuan increase in the amount of assets under reamay resulting from the formation of
the European Fund Il during the year.

Expense:

Expenses in our private equity segment 8&89.1 million for the year ended December 3152@ increase of $19.4 million, or
16.2%, from the year ended December 31, 2004. fdrease was primarily due to an increase in geradatinistrative and other expense:
approximately $14.4 million, which was attributabdethe growth of our business, including the opgrof our Paris and Hong Kong offices
as well as an increase in transaction related esgseresulting from unconsummated transactions gltine period.

Fee Related Earninc

Due to the factors described above, fesadlearnings in our private equity segment weBGbillion for the year ended December 31,
2005, an increase of $9.9 million, or 18.7%, frdva year ended December 31, 2004.

Investment Incom

Investment income in our private equityraegt was $864.8 million for the year ended Decer8tie2005, an increase of
$141.1 million, or 19.5%, from the year ended DelsenB81, 2004. The increase was primarily due teeffect of an increase of $157 million
in our allocated share of dividend income, pastiafifset by our allocated share of decreases insgadm investment activities.

Economic Net Incom

Due to the factors described above, ecoooit income in our private equity segment was $8&llion for the year ended
December 31, 2005, an increase of $151.1 millior1,904%, from the year ended December 31, 2004.

Assets Under Manageme

Assets under management in our privatetggegment were $19.7 billion as of December 3052@n increase of $5.3 billion, or
36.9%, from December 31, 2004. The increase wapdomrily to our formation of the European Fungwhich received $5.5 billion of
capital commitments from fund investors, and a $8l{bn increase in the value of the investmerftewr traditional private equity funds,
which offset $3.6 billion of distributions of reaéid value from those funds.

Private Equity Dollars Investe

Private equity dollars invested were $2liob for the year ended December 31, 2005, aneiase of $0.8 billion, or 41.0%, from the
year ended December 31, 2004. The increase raflacténcrease in the average enterprise valueeafdmpanies that we acquired. As
December 31, 2005, our traditional private equityds had $7.3 billion of remaining unused capitahmitments that could be called for
investment in new private equity commitments, coragdo $4.8 billion of remaining capital commitmettat were uncalled as of
December 31, 2004.
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Credit Segment

The following tables set forth informaticegarding the results of operations and certaindgsrating metrics for our credit segment for
the years ended December 31, 2004, 2005 and 2@dtharthree months ended March 31, 2006 and 2007.

Year Ended December 31, Three Months Ended March 31,

2004 2005 2006 2006 2007

($ in thousands)

Fee income $ 10,08 $ 4448 $ 80,72t $ 15,46¢ $ 27,12
Expense! (4,359 (17,88) (30,85%) (5,810 (9,187)

Fee related earning 5,72¢ 26,60: 49,87: 9,65¢ 17,94(
Investment incom — 3,26¢ 10,10¢ 45€ 2,49(

Income before nowentrolling interests il
income of consolidated entities and

income taxe: 5,72¢ 29,87: 59,97 10,11¢ 20,43(

Non-controlling interests in income of

consolidated entities(: (2,839 (13,329 (25,429 (4,440 (7,85€)

Economic net incom $ 2,887 $ 16,547 $ 34,54¢ $ 567t $ 12,57«
I I I I I

Assets under management (period € $ 754,500 $ 3,614,26. $ 5,140,90! $ 9,272,701

Q) Non-controlling interests represent the minoritenest that other members of the management confpayr credit strategy funds
have in that management company's net income.

Three Months Ended March 31, 2007 Compared to Thienths Ended March 31, 2006
Fee Incom

Fee income in our credit segment was $&illion for the three months ended March 31, 2G0Yincrease of $11.7 million, or 75.3%,
from the three months ended March 31, 2006. Thease was primarily due to increased managemesnbfek3.1 million resulting from the
formation of the KKR Strategic Capital Funds durthg fourth quarter of 2006 and an increase inritice fees of $5.7 million resulting from
the favorable performance of KFN.

Expense:

Expenses in our credit segment were $9liomfor the three months ended March 31, 2007inarease of $3.4 million, or 58.0%, from
the three months ended March 31, 2006. The incr@asegrimarily due to an increase in employee corsgiion and benefits of $2.6 million,
which was attributable to an increase in the amotiiricentive compensation paid to existing persbmeflecting our favorable financial
performance, and the hiring of ten additional persd to support the growth of our credit segment.

Fee Related Earning

Due to the factors described above, feedlearnings in our credit segment were $17.9amifbr the three months ended March 31,
2007, an increase of $8.3 million, or 85.7%, frdva three months ended March 31, 2006.

Investment Incom

Investment income in our credit segment $&8 million for the three months ended MarchZ107, an increase of $2.0 million from
the three months ended March 31, 2006. The incwasedue primarily to
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the the appreciation in the fair value of vestedNkdhares we receive as compensation for manageseentes to that fund.
Nor-Controlling Interests in Income of Consolidatedikes

Non-controlling interests in income of colidated entities were $7.9 million for the threenths ended March 31, 2007, an increase of
$3.4 million, or 76.9%, from the three months entiatch 31, 2006. The increase primarily reflectsramease in segment fee related
earnings that were allocable to other membersefitatnagement company for our credit strategy fusmts the increase in investment incc
described above.

Economic Net Incom

Due to the factors described above, ecoooit income in our credit segment was $12.6 milfr the three months ended March 31,
2007, an increase of $6.9 million, or 121.6%, fribva three months ended March 31, 2006.

Year Ended December 31, 2006 Compared to Year Erdleckmber 31, 2005
Fee Incom

Fee income in our credit segment was $80llion for the year ended December 31, 2006, aneiase of $36.2 million, or 81.5%, from
the year ended December 31, 2005. The increasenvaarily due to a $10.6 million increase in indeatand management fees resulting
from the formation of the KKR Strategic Capital Eisrduring the year ended December 31, 2006 anddsed incentive and management
fees earned from KFN of $25.6 million as a restiltofavorable performance during the year.

Expense:

Expenses in our credit segment were $3Ul®mfor the year ended December 31, 2006, angase of $13.0 million, or 72.6%, from
the year ended December 31, 2005. The increasenwaarily due to an increase in employee compeosatnd benefits of $6.4 million,
which was attributable to an increase in the amotiiricentive compensation paid to existing persbmeflecting our favorable financial
performance, and the hiring of eleven additionaspenel to support the growth of our credit segment

Fee Related Earninc

Due to the factors described above, fesadlearnings in our credit segment were $49.9amifbr the year ended December 31, 2006,
an increase of $23.3 million, or 87.5%, from tharyended December 31, 2005.

Investment Incom

Investment income in our credit segment $&& 1 million for the year ended December 31, 2@@6ncrease of $6.8 million from the
year ended December 31, 2005. The increase wagrinerily to the appreciation in the fair valuevafsted KFN shares we receive
compensation for management services to that fund.
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Economic Net Incom

Due to the factors described above, ecoooet income in our credit segment was $34.5 miilfar the year ended December 31, 2006,
an increase of $18.0 million, or 108.8%, from tleaiyended December 31, 2005.

Assets Under Manageme

Assets under management in our credit sagmere $5.1 billion as of December 31, 2006, andase of $1.5 billion, or 42.2%, from
December 31, 2005. The increase was due primari1 10 billion of additional capital raised by stiwred finance vehicles and our format
of the KKR Strategic Capital Funds, which raisedadditional $0.4 billion of capital.

Year Ended December 31, 2005 Compared to Year Erdieckmber 31, 2004
Fee Incom

Fee income in our credit segment was $ddllton for the year ended December 31, 2005, angase of $34.4 million from the year
ended December 31, 2004. The increase was printrédyto increased management fees resulting frohh édmmencing significant busine
activity during the year ended December 31, 2005.

Expense:

Expenses in our credit segment were $17l®mfor the year ended December 31, 2004, angase of $13.5 million from the year
ended December 31, 2004. The increase was primtréyto increases in employee compensation anditseoe$10.0 million, which was
attributable to an increase in the amount of ingertcompensation paid to existing personnel reifigobur favorable financial performance
and the hiring of thirty additional personnel tgpart the growth of our credit strategy segment.

Fee Related Earninc

Due to the factors described above, fesadlearnings in our credit segment were $26.6amifbr the year ended December 31, 2005,
an increase of $20.9 million from the year endedebaber 31, 2004.

Investment Incom

There was no significant investment incameur credit segment for the years ending DecerBhe004 or the year ended
December 31, 2005.

Economic Net Incom

Due to the factors described above, ecoooet income in our credit segment was $16.5 milfar the year ended December 31, 2005,
an increase of $13.7 million from the year endedéddsber 31, 2004.

Assets Under Manageme

Assets under management in our credit sagmere $3.6 billion as of December 31, 2005, anaase of $2.9 billion from December
2004. The increase was due primarily to the infiathlic offering of KFN, which raised $0.8 billiaf additional permanent capital, and
$2.0 billion of additional capital that we raisedstructured finance vehicles.
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Liquidity and Capital Resources
Historical Liquidity and Capital Resource

We require capital to fund investmentswgour business and support our working capital ireguents. Historically, we have funded
investments using the capital resources of outiegi®wners, capital committed by our fund investand indebtedness incurred by our credit
strategy funds or our portfolio companies. We gelyehave used the capital resources of our exjstinners and accumulated net income
from our business activities to fund our workingital requirements and to support our new busiaesgsgrowth initiatives.

Our combined statements of cash flows uelthe cash flows of our consolidated funds despédact that we have only a minority
economic interest in those funds. The assets ofausolidated funds, on a gross basis, are sukatatdrger than the assets of our business
and, accordingly, have a substantial effect orctteh flows reflected in our combined statementsash flows. The assets of our consolidated
funds have grown significantly during the periodfiacted in our combined financial statements duantincrease in the number and size of
the funds that we have raised, the amount of dap@hwe have invested and the appreciation irvéiee of our funds' investments.

The growth in the assets of our consolididteds has significantly increased their cash fi@md, in turn, has been the primary cause of
the increase in the gross cash flows that areateffiein our combined statements of cash flowsahtiqular, the primary cash flow activities
our consolidated funds involve (i) raising capftaim fund investors; (ii) using the capital of fumestors to make investments;

(iii) financing certain investments with indebtedsg(iv) generating cash flows through the redlradf investments; and (v) distributing
cash flows from the realization of investmentsunod investors. Because our consolidated fundseaéet as investment companies for
accounting purposes, these cash flow amounts eltedied in our cash flows from operations.

We have managed our historical liquiditg @apital requirements by focusing on our cash sltefore the consolidation of our funds
and the effect of normal changes in assets antlitiedy which we anticipate will be settled forstawithin one year. Our primary cash flow
activities on a deconsolidated basis involve (negating cash flow from operations; (ii) fundingtal commitments that we make to our
funds as general partners (which amounts are d@imihwhen we consolidate funds); (iii) generatimgpime from investment activities;

(iv) funding our growth and new business initiaiyvand (v) distributing cash flow to our owners.ridal movements in our short-term assets
and liabilities do not affect our distribution dgicins given our current and historically availatbdegrowing capability.

We use adjusted cash flow from operatiana aupplemental Nn0OBAAP measure to assess and manage our liquiditpamints that w
have available for distribution to our owners. Seistribution Policy." Adjusted cash flow from ogions is intended to reflect our actual
cash flows on a deconsolidated basis and is equalgh flow from operations presented in accordantte GAAP, adjusted to exclude cash
flow relating to (i) the investment activities afimconsolidated funds; (ii) the realized and urizeal income attributable to non-controlling
interests in consolidated funds; and (iii) changesur operating assets and liabilities. We belithat adjusted cash flow from operations
provides investors with useful information with pest to cash flows relating to our required capitaéstments and our ability to make ant
cash distributions in accordance with our distiifmupolicy. However, adjusted cash flow from openag should not be considered in
isolation or as an alternative to cash flow fronemgions or income before taxes presented in aaoceiwith GAAP.
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The following table presents a reconcitintof our adjusted cash flow from operations tometrcash (used in) provided by operating
activities presented in accordance with GAAP far pleriods indicated.

Three Months Ended
Year Ended December 31, March 31,

2004 2005 2006 2006 2007

($ in thousands)

Net Cash Provided By (Used In)

Operating Activities $ 1,799,76 $ (106,449 $ (5,531,14) $ 390,58. $ (593,269
Change in operating assets and

liabilities (124,626 10,28( 74,00: 85,23( (136,549
KKR Funds related investment

activities (1,577,74) 907,29: 6,475,17 (379,406 776,37:
Net realized gains on investme 2,932,80: 1,567,31. 3,244,93 1,651,341 417,99°

Change in unrealized (gains) loss
on investments allocable to non-

controlling interest: 37,18« 1,142,448 (143,24) (566,99)) 844,69!
Non-controlling interests in incomu

of consolidated entitie (2,364,30i) (2,861,18i) (3,026,91) (777,50 (1,161,16)
Other no-cash adjustmen 13,89¢ 7,02 16,06: 8,30¢ 13,47:

Adjusted cash flow from
operations $ 716,97¢ $ 666,75! $ 1,108,87. $ 411,55¢ $ 161,55¢

Three Months Ended March 31, 2007 and 2006
Net Cash Flow (Used in) Provided by Operating Ati&s

Our net cash flow (used in) provided byragieg activities was $(0.6) billion and $0.4 kit during the three months ended March 31,
2007 and 2006, respectively. These amounts priynadluded (i) purchases of investments by our obdated funds, net of proceeds from
sales of investments, of $(1.2) billion and $0.6dr during the three months ended March 31, 280 2006, respectively, (ii) net realized
gains on investments of the consolidated fund<of $illion and $1.7 billion during the three mosignded March 31, 2007 and 2006,
respectively, (iii) change in unrealized (gaingdes on investments allocable to us and non-ctingahterests of $(1.1) billion and
$0.7 billion during the three months ended MarchZD7 and 2006, respectively, and (iv) non-cofitglinterests in income of consolidated
entities of $1.2 billion and $0.8 billion duringethhree months ended March 31, 2007 and 2006, ateeply. These amounts are reflected as
operating activities in accordance with investm@hpany accounting.

Net Cash Flow Used in Investing Activit

Our net cash flow used in investing adtdgtwas $71.4 million and $2.9 million during tiheee months ended March 31, 2007 and Z
respectively. Our investing activities included fhechases of furniture, fixtures, equipment ardddold improvements, as well as changes
in restricted cash and cash equivalents of $65ll&mfor the three months ended March 31, 2007.

Net Cash Flow Provided by (Used in) Financing Atitg

Our net cash flow provided by (used ingfining activities was $0.7 billion and $(0.4) loiliduring the three months ended March 31,
2007 and 2006, respectively. Our financing acteitprimarily included (i) contributions made byt oédistributions made to, the investors
our consolidated funds, reflected in our histormainbined financial statements as non-controllirtgriests in consolidated entities, of
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$0.5 billion and $0.1 billion during the three masiended March 31, 2007 and 2006, respectivejy€ii proceeds (repayments) of
borrowings of our consolidated funds of $386.9 imilland $(248.8) million for the three months entitatch 31, 2007 and 2006,
respectively, and (iii) distributions to, net ofndobutions by, our equity holders of $(249.6) moili and $(259.1) million during the three
months ended March 31, 2007 and 2006, respectively.

Years Ended December 31, 2006, 2005 and 2004
Net Cash Flow Provided by (Used in) Operating Ati&s

Our net cash flow provided by (used in)raieag activities was $(5.5) billion, $(0.1) bilhcand $1.8 billion during the years ended
December 31, 2006, 2005, and 2004, respectivelgsdlamounts primarily included (i) purchases oéstments by our consolidated funds,
net of proceeds from sales of investments, of $dildon, $(0.8) billion and $1.6 billion durindhe years ended December 31, 2006, 2005,
and 2004, respectively, (ii) net realized gainsramestments of the consolidated funds of $3.2dslli$1.6 billion and $2.9 billion during the
years ended December 31, 2006, 2005 and 2004 ctasgg, (iii) change in unrealized losses (gaioB)investments allocable to KKR Gro
and non-controlling interests of $0.1 hillion, $(Lbillion and $(0.1) billion for the years endeédd@mber 31, 2006, 2005 and 2004,
respectively, and (iv) non-controlling interestdninome of consolidated entities of $3.0 billio2,.$% billion and $2.4 billion during the years
ended December 31, 2006, 2005 and 2004, respgctiMatse amounts are reflected as operating aetvit accordance with investment
company accounting.

Net Cash Flow Used in Investing Activit

Our net cash flow used in investing ad@gitwas $130.1 million, $5.0 million and $2.6 natliduring the years ended December 31,
2006, 2005, and 2004, respectively. Our investtyiies included the purchases of furniture, dids, equipment and leasehold
improvements, as well as changes in restricted aaditash equivalents of $108.3 million for therysaded December 31, 2006.

Net Cash Flow Provided by (Used in) Financing Atitg

Our net cash flow provided by (used inpfining activities was $5.7 billion, $0.1 billiomad$(1.7) billion during the years ended
December 31, 2006, 2005, and 2004, respectivelyfi@ancing activities primarily included (i) coitiutions made by, net of distributions
made to, the investors in our consolidated funeféected in our historical combined financial staémts as non-controlling interests in
consolidated entities, of $5.8 billion, $0.3 bitliand $(1.3) billion during the years ended Decemlie 2006, 2005, and 2004, respectively,
(i) meeting net capital requirements of our coitadked funds of $699.4 million, $249.4 million, add for the years ended December 31,
2006, 2005 and 2004, respectively, and (iii) disttions to, net of contributions by, our equityders of $(796.4) million, $(415.5) million
and $(442.2) million during the years ended Decertie2006, 2005 and 2004, respectively.

Future Sources of Cash and Liquidity Needs
Liquidity Need:s

We expect that our primary liquidity nead# consist of cash required to (i) continue t@grour asset management business, including
funding capital commitments that we make, as gémpardner, to our funds; (ii) finance our new besia initiatives, including any net capital
requirements of our capital markets companieg;f(ind our cash operating expenses, including sakdries and bonuses of employees;

(iv) pay amounts that may become due under oureteaivable agreement with KKR Holdings; and (v)dudistributions to our unitholders
and holders of Group Partnership units in accoreavith our distribution policy. See "Distributiorokty." We believe that the sources of
liquidity described below will be sufficient to fdrour working capital requirements for the nexti@nths.
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The following table presents our unfundedeyal partner capital commitments to our privaggity funds as of March 31, 2007, as
adjusted to reflect the capital commitment we ntadfie Asian Fund subsequent to that date:

Unfunded
Private Equity Funds Original Commitment Commitment

($ in thousands)

Millennium Fund $ 150,00 $ 2,89¢
European Fund | 121,27: 37,48¢
2006 Func 375,00( 345,69
Asian Func 100,00( 100,00(
Total $ 746,27 $ 486,07¢

As described under "Business," the agreésgoverning our traditional private equity fundshgrally require the general partners of the
funds to make minimum capital commitments to thed& which usually range from 2% to 3% of a funatal capital commitments at final
closing. Historically these capital contributioresve been funded with cash from operations thatraeibe would be distributed to our
principals and by our principals. Following the qaetion of this offering, we expect to fund any itapbcontributions that the general partn
are required to make to a fund with future opetatiash flows, and we will be entitled to receive allocable share of the gain thereon.

In addition to the above capital commitnsemte have entered into an investment agreemehtkidR Private Equity Investors, our
private equity oriented permanent capital fundspant to which we have agreed to periodically aeglirnited partner interests in the fund in
an amount equal to 25% of the pre-tax distributiemshe fund's investments that are allocated tor war affiliates pursuant to a carried
interest. As a result of the investment agreemeatexpect to periodically acquire newly issued t@dipartner interests in the fund from time
to time with a portion of the distributions that wezeive from the fund.

The agreements governing our traditionalgbe equity funds include clawback provisions tieafuire the general partner of a fund to
repay any excess amounts previously received pem®f its carried interest if, upon liquidatiohtlee fund, the general partner has received
carried interest distributions in excess of the amta@o which it is entitled under the governing doents of the relevant fund. As of
March 31, 2007, approximately $1.0 billion of cadiinterest previously paid to the general partoémur traditional private equity funds
remained subject to a potential future clawbackgaltlon. However, based on the investment perfooneani our traditional private equity
funds as of March 31, 2007, none of the generahpes of those funds would have had to make anynpay under such clawback obligation
as of such date. If, as a result of poor perforraafdater investments in the life of one of oaditional private equity funds, the fund does
not achieve overall profitability, the general pats of those funds could potentially be requitethbike a payment under such a clawback
obligation.

At the time of formation of each of ourdittonal private equity funds, our senior princgahcluding Messrs. Kravis and Roberts,
personally guaranteed, on a several basis andcubja cap, the clawback obligation of the genpaatner of the relevant private equity fu
In connection with the Reorganization Transactiang this offering, we will enter into an agreemwith each of our personnel who has
entered into such a guarantee pursuant to whiclilWendemnify such person for any liabilities inced with respect to the guarantee. See
"Certain Relationships and Related Party TransastiecGuarantee of Contingent Obligations to Fundreast Indemnification."

In connection with the Reorganization Temt®ns and this offering, we will enter into arcBange agreement with KKR Holdings
pursuant to which KKR Holdings or transferees sfGroup Partnership units may up to four times gaein (subject to the terms of the
exchange agreement) exchange Group Partnershgp(together with corresponding special voting yrfits our common units on a one-for-
one basis, subject to customary conversion ratesadgnts for splits, unit distributions and
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reclassifications. We will also enter into a tageiable agreement with KKR Holdings or certaimsferees of its Group Partnership units
pursuant to which our subsidiaries, in particular imtermediate holding company, will be requiregpttly 85% of the amount of cash savings,
if any, in U.S. federal, state and local incomeetathat it realizes as a result of increases inakéasis of certain of the assets of our
subsidiaries arising from any exchanges of GroupnBeship units for our common units. See "CerRétationships and Related Party
Transactions—Tax Receivable Agreement.” This payrobligation will be an obligation of our subsides and not of either Group
Partnership. While the actual increase in tax bastsamount and timing of any payments under ourdeeivable agreement will vary
depending upon a number of factors, including ithény of exchanges, the price of our common urithe time of the exchange, the extent
to which such exchanges are taxable and the anamahtiming of our taxable income, we expect tha assult of the size of the increases in
the tax basis of the tangible and intangible assfettse Group Partnerships, the payments that webreaequired to make could be
substantial.

We intend to make quarterly cash distrimgito our unitholders in amounts that in the ag@pes are expected to constitute substantially
all of our adjusted cash flow from operations egehr in excess of amounts determined by our Magagartner to be necessary or
appropriate to provide for the conduct of our bass) to make appropriate investments in our busiaed our funds, to comply with
applicable law, any of our debt instruments or pHgreements or to provide for future distributiom®ur unitholders for any one or more of
the ensuing four quarters. Our distribution polieftects our belief that distributing substantiadly of our adjusted cash flow from operations
will provide transparency for our unitholders antbbse on us an investment discipline with respetiié businesses and strategies that we
pursue.

Adjusted cash flow from operations is irted to reflect the actual cash flow attributableigaand is equal to cash flow presented in
accordance with GAAP, adjusted to exclude cash flgating to (i) the investment activities of ounsolidated funds; (ii) the realized and
unrealized income attributable to non-controllinterests in consolidated funds; and (iii) changesurr operating assets and liabilities. We
expect that our first quarterly distribution wik Ipaid in in respect of flegiod from the completion of this offering
through . Because we wilt kmow what our available adjusted cash flow fropem@tions will be for any year until the end of
such year, we expect that our first three quartidiributions in respect of any given year wilhgeally be smaller than the final quarterly
distribution in respect of such year.

Sources of Cash

Our initial source of cash will consistthé net proceeds that we receive from this offerBased on the midpoint of the price range set
forth on the cover page of this prospectus, wenedt that we will receive approximately $ of net proceeds from this offering after
deducting estimated underwriting discounts androffeexpenses, or $ if the underwritersreise in full their option to purchase
additional common units from us. We will also regetash from time to time from (i) our operatingidties, including management,
transaction and monitoring fees that we earn utfdemanagement and other agreements that we atdexith our funds and portfolio
companies; (ii) gains on investments that are atkat to us in respect of our carried interests;(afdealized returns that are generated on
investments that are made with capital investedrtgn behalf of the general partners of our fuWde.may also issue additional common
units and other securities to investors with thigave of increasing our available capital.

In addition, as a public company, we intemdse leverage to create the most efficient ahgitucture for our partnership and our public
unitholders. In furtherance of this objective, wtend to enter into a revolving credit facility tvibone or more financial institutions that we
may draw down from time to time to optimize our italpstructure. We may also borrow from other sesrdVe do not anticipate approaching
significant levels of leverage during the first mrawo years following this
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offering, because we believe that the net proctetsve will receive from this offering will initly provide us with the principal source of
financing for our business. This strategy may cleahgwever, depending on our liquidity requirements

Contractual Obligations, Commitments and Contingenies

In the ordinary course of our businessaweé our consolidated funds enter into contractrrangements that may require future cash

payments. The following table sets forth informatielating to the anticipated future cash paymthdswere associated with those
contractual obligations as of March 31, 2007.

Payments due by Period

Type of Contractual Obligations <1 Year 1to3Years 3to5Years >5 Years Total

($ in millions)

Before Consolidation of Funds:
Capital commitments to traditional private eqt

funds(1) $ 486.1 $ — 8 — $ — 8 486.1
Lease obligation 14.¢ 28.€ 24.¢ 48.4 116.7
Total $ 501.C $ 28¢ $ 24 $ 484 % 602.¢

After Consolidation of Funds:

Equity commitments(2 $ 4914 % — 8 — $ — $  4,914(
Lease obligation 14.¢ 28.€ 24.¢ 48.4 116.7
Debt payment obligations(: 1,335.° — 350.( — 1,685.°
Total(4) $ 62646 $ 28€ $ 3748 $ 484 % 6,716.

1)

)

3)

(4)

These capital commitments represent commitmenthdogeneral partners of our traditional privateiggunds to contribute capital
fund a portion of the purchase price paid for gaatifolio company investment made by the fund. Beeahese amounts are due on
demand, they have been presented as falling dinvabhe year. However, given the size of our fugdgital commitments and the
rates at which our funds make investments, we extpatthe capital commitments presented abovebgiltalled over a period of
several years, if not longer. The amounts presemtteste do not, however, include amounts that mapre due to KKR Private
Equity Investors under our investment agreemerit iibecause those amounts will depend on the'suertlirns and are not
objectively determinable. See "—Future SourcesadhCand Liquidity Needs—Liquidity Needs."

These equity commitments represent contractual domants entered into by our private equity fundéuted a portion of the purcha
price of unconsummated portfolio company investrme@ur funds pay amounts due with respect to thesenitments using capital
contributed by fund investors and capital provitdgdus and, in the case of our larger transactiwith,amounts funded by third-party
co-investors or financial intermediaries to whommoation of the equity commitment is syndicated. \tflee and when the transactions
regarding which we have entered into commitmenlisheiconsummated depends on a number of factonse ®r all of which may be
outside of our control, and we cannot assure yatighy of these commitments will be funded. Assultethe equity commitments
presented above do not necessarily reflect ourduanctual future cash outflows.

Debt payment obligations include interest to bel paier the maturity of the related debt obligatiwhjch has been calculated
assuming no prepayments are made and the deltisrté its final maturity date. Future interestes have been calculated using
rates in effect as of March 31, 2007, includinghbedriable and fixed rates provided for by the vatg debt agreements.

Our contractual obligations table does not givedffo the potential obligations described in taeagraphs below.
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In the normal course of business, we afterénto contractual arrangements that contaiargety of representations and warranties and
that include general indemnification obligationsir@aximum exposure under these arrangements irownrkdue to the fact that the
exposure would relate to claims that may be madéagus in the future. Accordingly, no amountsénbeen included in our combined
financial statements as of March 31, 2007 relatinipdemnification obligations.

The instruments governing our traditiond@vgte equity funds include clawback provisionst tiejuire the general partner of a fund to
repay any excess amounts previously received pem®f its carried interest if, upon liquidatiohtlee fund, the general partner has received
carried interest distributions in excess of the amt@o which it is entitled under the governing doents of the relevant fund. As of
March 31, 2007, $1.0 billion of carried interestyipusly paid to the general partners of our tradél private equity funds remained subject
to a potential future clawback obligation. Basedlminvestment performance of our traditional arévequity funds as of March 31, 2007,
none of the general partners of those funds hdaveback obligation as of such date. Accordingly pnovisions, reserves or other amounts
have been included in our combined financial statgsas of March 31, 2007 relating to clawbackgations.

Off Balance Sheet Arrangements

Other than contractual commitments andrddgal contingencies incurred in the normal cowfseur business, we do not have any off-
balance sheet financings or liabilities.

Critical Accounting Policies

The preparation of our financial statemémt@ccordance with GAAP requires our managementdke estimates and judgments that
affect the reported amounts of assets and ligdslitilisclosure of contingent assets and liabilides reported amounts of revenues, income
and expense. Our management bases these estimafesigments on available information, historicgberience and other assumptions that
we believe are reasonable under the circumstambese estimates, judgments and assumptions, hovareesften subjective and may be
impacted negatively based on changing circumstamcekanges in our analyses. If actual amountsiléireately different from those
estimated, judged or assumed, revisions are indlitdeur combined financial statements for the gubin which the actual amounts become
known. We believe the following critical accountipglicies could potentially produce materially difént results if we were to change
underlying estimates, judgments or assumptiongiséleee the notes to the predecessor combinedifihatatements included elsewhere in
this prospectus for further detail regarding outical accounting policies.

Fair Value of Investments

Our consolidated funds are treated as tinvest companies under the AICPA Audit and AccountBuide, "Investment Companies," for
the purposes of GAAP and, as a result, reflect theestments on our predecessor combined statesfiénancial condition at fair value,
with unrealized gains or losses resulting from ¢feenin fair value reflected as a component of imaest income in our predecessor
combined statements of income. We have retainedpbeialized accounting of the our consolidatedisynursuant to EITF Issue No. 85-12,
Retention of Specialized Accounting for Investment€onsolidation.

When determining fair values of investments use the last reported market price as oftternent of financial condition date for
investments that have readily observable markeeprilf no sales occurred on such day, we usebillé price at the close of business on that
date and, if sold short, the "asked" price at tbsecof business on that date day. Forward costearet valued based on market rates or prices
obtained from recognized financial data servicevjgiers. When an investment does not have a readéjlable market price, the fair value of
the investment represents the value, as determiiyped in
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good faith, at which the investment could be soldn orderly disposition over a reasonable perfdd® between willing parties other than
in a forced or liquidation sale.

There is no single standard for determiriaigvalue in good faith and in many cases falugas best expressed as a range of fair values
from which a single estimate may be derived. Wheking fair value determinations, we typically usearket multiples approach that
considers a specified observable financial mea@ueh as EBITDA) or a discounted cash flow or ldgtion analysis. We also consider a
range of additional factors that we deem releviactuding the price at which the investment wasuaegl, the nature of the investment (such
as whether it is a controlling interest), local kerconditions, market prices for comparable sé¢iegrand financing transactions and models
that consider the current and expected operatirfgnpeance and cash flows of the company in whighitivestment was made. Fair values of
investments that do not have readily observabléetgrices are based on the best information edailia light of the circumstances and n
incorporate or involve significant assumptionswdgments by management.

Approximately 33%, or $6.6 billion, and 2886 $5.0 billion, of the value of the investmemt®ur consolidated private equity funds
were valued using quoted market prices, which mmtdeen adjusted, as of March 31, 2007 and Deaegih006, respectively.

Approximately 67%, or $13.4 billion, and%2or $12.9 billion, of the value of the investneeit our consolidated private equity funds
were valued in the absence of readily observabl&kebharices as of March 31, 2007 and December 306 2respectively. Substantially all of
these investments were valued using internal maowigssignificant unobservable market parametes@ur determinations of the fair values
of these investments may differ materially from #adues that would have resulted if readily obskleanarket prices had existed. Additional
external factors may cause those values, and thessaf investments for which readily observablekatprices exist, to increase or decrease
over time, which may create volatility in our eargs and the amounts of assets and partners ctigitale report from time to time.

Changes in the fair value of the investra@ftour consolidated private equity funds may iotpaur results of operations as follows:

. The management fees that we are paid by our praguigy-oriented permanent capital fund are basethe approximate net
asset value of the fund, which in turn is impadigdhe fair values of its investments. A changthimfair values of the fund's
investments during a reporting period would afteetamount of management fees that are payabfiol) the completion ¢
the reporting period, but would not have an immediapact on our results. We estimate that an iniated 0% decrease in
the fair value of the fund's private equity investits as of March 31, 2007 would decrease the marageee that is payable
by the fund by approximately $2.1 million. The mgement fees paid by our traditional private eqfutyds are calculated
based on the amount of capital committed to, oested by, the funds and are not directly affeciedhanges in the fair value
of the funds' investments.

. The net gains from investment activities of ouvaté equity funds are directly affected by charigdke fair values of the
funds investments as described under "—Key FinhiMgasures—Investment Income—Net Gains from Investm
Activities." Based on the investments of our prévatjuity funds as of March 31, 2007, we estimaédh immediate 10%
decrease in the fair value of the funds' investsigenerally would result an a 10% immediate chamget gains from the
funds' investment activities (including carriedeirgst), regardless of whether the investment wassaising observable
market prices or internal models with significanbbservable market parameters. However, we estithatenpact that the
consequential decrease in investment income waaltd bn our reported amounts of income before tardset income wou
be significantly less than the amount presentedeabgiven that a substantial majority of the chaimgfair value would be
absorbed by fund investors who hold non-controllimtgrests in the funds.

114




An aggregate of 27 of the private equityeistments that we valued as of the valuation defgdsenting approximately $13.4 billion, or
67%, of the total unrealized value of all privatiigy investments valued as of the valuation ddig)not have a readily available market and
were valued using fair value pricing. Our calcwas of the fair values of private equity investnsemere reviewed by Duff & Phelps, LLC,
an independent valuation firm, who provided thiattp valuation assistance to us, which consistezbaiin limited procedures that we
identified and requested it to perform. Upon cortipteof such limited procedures, Duff & Phelps, Lc@ncluded that the fair value, as
determined by us, of those investments subjectdlakeio limited procedures did not appear to be asoeable. The limited procedures did not
involve an audit, review, compilation or any otlfiemm of examination or attestation under generatlgepted auditing standards. The general
partners of our funds are ultimately and solelypossible for determining the fair value of the istreents in good faith. Duff & Phelps, LLC
is not responsible for determining the fair valdi@wy individual investment or portfolio of investmts, nor are the limited procedures
performed by Duff & Phelps, LLC intended to be usedetermine fair value of any investment or paitf of investments. The limited
procedures performed by Duff & Phelps, LLC are sepgntary to the inquiries and procedures thagtheeral partner of each fund is
required to undertake to determine the fair valiuthe investments in good faith. See "Private Bguidluations and Related Data" for a
further discussion of our private equity investmeaitiations.

Substantially all of the value of the intraents in our consolidated credit strategy fundeewslued using observable market parame
which may include quoted market prices, as of M&th2007 and December 31, 2006. Quoted markezgunehen used, are not adjusted.

The management fees that are paid by the Kiategic Capital Funds are based on their réispatet asset values. Accordingly, a 10%
decrease in the fair value of the funds' investsiastof March 31, 2007 would have resulted in weritive fee being earned and a reduction
in management fees for the quarter ended MarcB®17 of $0.9 million. KFN's base management andritice fees are indirectly impacted
by changes in the fair values of assets, and angeicl the fair value of assets that results 0% Hecrease in the shareholder's equity of KFN
would have resulted in a reduction of $0.2 millaord $6.3 million, respectively, in management aroentive fees for the three months ended
March 31, 2007.

Revenue Recoghnitio

Fee income consists primarily of transac&od monitoring fees that we receive from ourfpbc companies and the management and
other fees that we receive directly from our unotidated funds, including both the base managefie=stand the incentive fees that are paid
by our unconsolidated credit strategy funds. THees are based upon the contractual terms of tmageanent and other agreements that we
enter into with the applicable funds and portfa@npanies. We recognize fee income in the perioshguvhich the related services are
performed and the amounts have been contractumihed in accordance with the relevant managemesther agreements. Incentive fees
accrued either annually or quarterly, after alltomyencies have been removed, based on perforntamtae versus the performance
benchmark stated in the management agreement.

Recognition of Investment Incom

Investment income consists primarily of tingealized and realized gains on investmentsgdedid and interest income received from
investments and foreign currency gains as redugeathtealized and realized losses on investmertes,@st expense incurred in connection
with investment activities and foreign currencyses on investments. Unrealized gains or losse# femm changes in the fair value of our
funds' investments during a period. Upon dispasitban investment, previously recognized unredligains or losses are reversed and a
corresponding realized gain or loss is recogningtié current period. While this reversal doesimpact the net amounts of gains that we
recognize from investment activities, it affecte thanner in which we classify our gains and losseseporting purposes.
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We recognize investment income with respectur carried interests in investments of ouvate equity funds, the capital invested by or
on behalf of the general partners of our privatgitgqfunds and the non-controlling interests thatd-party fund investors hold in our
consolidated funds. A carried interest entitlesoua percentage of the gain generated on thirdrparnital invested by a private equity fund,
subject in the case of our traditional private ggfiinds to the fund achieving a profit on all istteents as a whole. The instruments
governing our traditional private equity funds indé clawback provisions that require the genemhpaof a fund to repay any excess
amounts previously received in respect of its edrinterest if, upon liquidation of the fund, thengral partner has received carried interest
distributions in excess of the amount to whicls ientitled under the governing documents of the fliis feature operates only with respect
to the investments of an individual fund and doetspmovide for netting of gains and losses acrassi$.

Because carried interests allocate todis@oportionate share of our private equity fumdshings relative to our capital contributions,
those interests reduce the amount of our fundsiregs that are allocated to fund investors' nonttodimg interests in consolidated funds. We
recognize investment income attributable to a edrimterest in a fund to the extent that the fuim¥/estment returns are positive. When a
carried interest is subject to a clawback provisiwa recognize the related investment income bardtie terms of the fund's instruments
assuming that the fund was terminated on thataladethat the fair value of the fund's investmergsenthen realized in full. Given the long
durations during which our private equity fundschimlvestments, management believes that this appn@sults in income recognition that
best reflects our performance in any given persmtha manager of our private equity funds.

Due to the consolidation of the majorityooifr funds, the share of our funds' investmentrimedhat is allocable to our carried interests
and capital investments is not shown in our conbfireancial statements. Instead, the investmemrirecthat we retain in our net income,
after allocating amounts to non-controlling intésesepresents the portion of our investment inctimgis allocable to us. Because the
substantial majority of our funds are consolidaad because we hold only a minority economic istareour funds' investments, our share
of the investment income generated by our investmetivities is significantly less than the totat@unt of investment income presented in
our predecessor combined financial statements.

Recent Accounting Pronouncements

In December 2004, the Financial Accountitgndards Board issued SFAS No. 123 (R), "SharedBRayment" ("SFAS 123 (R)"),
which requires all equity-based payments to emm@syte be recognized using a fair value based me®odanuary 1, 2006, we adopted
SFAS No. 123 (R) using the prospective method bhatkefore there was no impact on prior period ansurtie adoption of SFAS 123 (R)
not impact our combined financial statements.

In February 2006, the FASB issued SFAS &, "Accounting for Certain Hybrid Financial Ingtnents," ("SFAS 155"). Key
provisions of SFAS No. 155 include: (1) a broad fa@lue measurement option for certain hybrid fiahinstruments that contain an
embedded derivative that would otherwise requiferbation; (2) clarification that only the simplesgparations of interest payments and
principal payments qualify for the exception affeddo interest-only strips and principal-only sérfpom derivative accounting under
paragraph 14 of SFAS No. 133, thereby narrowindy &xception; (3) a requirement that beneficialriesgés in securitized financial assets be
analyzed to determine whether they are freestaranigatives or whether they are hybrid instrumehéd contain embedded derivatives
requiring bifurcation; (4) clarification that comteations of credit risk in the form of subordimatiare not embedded derivatives; and
(5) elimination of the prohibition on a qualifyirsgpecial purpose entity holding passive derivatimarfcial instruments that pertain to
beneficial interests that are or contain a denatinancial instrument. In general, these chanwg#seduce the operational complexity
associated with bifurcating embedded derivatived,iacrease the number of beneficial interest®austization transactions, including
interest-only strips and principal-only strips, uggd to be accounted for in

116




accordance with SFAS No. 133. SFAS 155 is effedtivall financial instruments acquired, issuedobject to remeasurement after the
beginning of an entity's first fiscal year that egafter September 15, 2006. The adoption of SEB&did not have a material impact on our
combined financial statements.

In September 2006, the FASB issued SFASING, "Fair Value Measurements" ("SFAS 157"). SEAS defines fair value, establishes
a framework for measuring fair value, and exparnsislasures about fair value measurements. SFASafplies to reporting periods
beginning after November 15, 2007. We are curreadbessing the impact of adopting SFAS 157 ondahwmed financial statements.

In February 2007, the FASB issued SFAST®, "The Fair Value Option for Financial Assetsl &inancial Liabilities" ("SFAS 159").
SFAS 159 permits entities to choose to measure rfiaagcial instruments and certain other itemsaat\falue, with changes in fair value
recognized in earnings. SFAS 159 applies to repprteriods beginning after November 15, 2007. Wecarrently assessing the impact of
adopting SFAS 159 on the combined financial statéme

In June 2007, the AICPA issued Statememtasfition No. 07-1, "Clarification of the Scopetlé Audit and Accounting Guide
Investment Companies and Accounting by Parent Carepand Equity Method Investors for Investmentsirestment Companies” ("SOP
07-1"), for issuance. SOP 07-1 addresses whetkaxdtounting principles of the AICPA Audit and Aaoting Guide Investment Companies
may be applied to an entity by clarifying the dafon of an investment company and whether thosewating principles may be retained by
a parent company in consolidation or by an inveistdhe application of the equity method of accanmtGenerally, in order for an entity to
retain investment company accounting for a subsidia equity method investee, (i) the subsidiargquity method investee should meet the
definition of an investment company pursuant toghilance in SOP 07-1, (ii) the entity should fallestablished policies that effectively
distinguish the nature and type of investments nigdiae investment company from the nature and tfpevestments made by other entit
within the consolidated group that are not investhoempanies, and (iii) the entity (through thedstment company), should be investing for
current income, capital appreciation, or both, @athan for strategic operating purposes. SOP 8plies to the later of (i) reporting periods
beginning on or after December 15, 2007 or (ii)fitet permitted early adoption date of the FASHRIs value option statement. We are
currently assessing the impact of adopting SOP 6i-dur combined financial statements includinggbtential impact if we were unable to
retain investment company accounting.

In June 2006, the FASB issued Interpretalio. 48, "Accounting for Uncertainty in Income B@x an interpretation of FASB Statement
No. 109" ("FIN 48"). FIN 48 requires companies ¢ésagnize the tax benefits of uncertain tax posstionly where the position is "more like
than not" to be sustained assuming examinatiombwtithorities. The tax benefit recognized is #rgdst amount of benefit that is greater
than 50 percent likely of being realized upon udtinsettlement. FIN 48 is effective for fiscal yeheginning after December 15, 2006. The
adoption of FIN 48 did not have a material impacboir combined financial statements.

Qualitative and Quantitative Disclosures About Market Risk

Our exposure to market risks primarily tetato our role as general partner or manager ofumds and sensitivities to movements in the
fair value of their investments, including the etféhat those movements have on the managemendifigesarried interests that we receive.
The fair value of our funds' investments may flatéuin response to changes in the value of sessiritoreign currency exchange rates and
interest rates.

Although our funds share many common themvesgenerally maintain separate investment akdminagement processes for
monitoring and managing market risks in our privedgeity and credit segments. In particular:

. The investment process for our private equity fuingislves a detailed analysis of potential acqgigsi and industry-specific
investment teams are assigned to oversee the mpeyattrategic development, financing and capliégglloyment decisions of
our funds' portfolio companies. Investment decisiare subject to approval by our equity investneemimittee, which consis
of
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a group of our senior principals, and portfolio ggany investments are monitored by our portfolio agggment committee,
which consists of a group of our senior princigaisl senior advisors.

. Our approach to making debt investments focuseseating investment portfolios that generate ditradeveraged risk-
adjusted returns on invested capital, allocatirgitahacross multiple asset classes, selecting-gigtlity investments that may
be made at attractive prices, applying rigorousddads of due diligence when making investmentgii@es, subjecting
investments to regular monitoring and oversight mnadting buy and sell decisions based on price tauayad relative value
parameters. We employ both "top-down" and "bott@hanalyses when making debt investments. Our tapradanalysis
involves a macro analysis of relative asset vabtuati long-term industry trends, business cycldsrést rate expectations,
credit fundamentals and technical factors to tasgetific industry sectors and asset classes inhatbiinvest. Our bottom-up
analysis includes a rigorous analysis of the crieditiamentals and capital structure of each coetisidered for investment
and a thorough review of the impact of credit amdlistry trends and dynamics and dislocations evangsich potential
investment.

Market Risk

Our consolidated funds hold investments déina reported at fair value. Net changes in tivevidue of investments impact the net gains
from investments in our combined statements ofimeoBased on the investments of our funds as o€Mat, 2007, we estimate that a 10%
decrease in the fair value of our funds' invests@rduld result in a corresponding reduction in Btweent income. However, we estimate the
impact that the consequent decrease in investmeatrie would have on our reported amounts of incbefere taxes and net income would
be significantly less than the amount presentede@lgiven that a substantial majority of the chaimgfair value would be absorbed by fund
investors who hold non-controlling interests in urds.

Our base management fees are calculated lmssthe amount of capital committed or investgd fund or the NAV of a fund's
investments, as described under "Business—Privaiety=—Traditional Private Equity Funds." In the eaxf our credit strategy funds, our
incentive fees are calculated based on the perfuzenaf a fund's investments, which in the casenefaf our credit strategy funds is
calculated based on the appreciation in the NAtheffund's investments. To the extent that baseageanent or other amounts are calculated
based on the NAV of the fund's investments, thelwarhof fees that we may charge will be increasedeareased in direct proportion to the
effect of changes in the fair value of the fundigeistments. The proportion of our management amer @mounts that are based on NAV
depends on the number and type of funds in existdfar a discussion of the impact of market riskeuor fair value of investments, see "—
Critical Accounting Policies—Fair Value of Investnis."

Exchange Rate Risl

Our private equity funds make investmerntsiftime to time in currencies other than thoselich their capital commitments are
denominated. Those investments expose us and odiirivestors to the risk that the value of the streents will be affected by changes in
exchange rates between the currency in which tpgat@ommitments are denominated and the curremeghich the investments are made.
Our policy is to minimize these risks by employimedging techniques, including using foreign excleacmntracts to reduce exposure to
future changes in exchange rates when our funds ingested a meaningful amount of capital in curienother than the currencies in which
their capital commitments are denominated.

Because most of the capital commitmentsutofunds are denominated in U.S. dollars, our grinexposure to exchange rate risk relates
to movements in the value of exchange rates betieel.S. dollar and other currencies in whichiauestments are denominated (primarily
euro and Australian dollars). We estimate thatrauftaneous parallel movement by 10% in the exchaatgs between the U.S. dollar and all
of the foreign currencies in which our funds' invesnts were denominated as of March 31, 2007 waddlt in net gains or losses from
investment activities of our funds of $250 millidtlowever, we estimate that the effect on our inctefere taxes and our net income from
such a change would be
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significantly less than the amount presented abio®eause a substantial majority of the gain orvemsld be absorbed by fund investors who
hold non-controlling interests in our funds.

Interest Rate Risl

Interest rate risk is defined as the saitsitof our current and future earnings to inteénede volatility, variability of spread relationgh,
and the effect that interest rates may have orcasin flows. Our credit strategy funds and our peiejuity-oriented permanent capital fund
have outstanding indebtedness that accrues intareatiable rates. As a result, changes in intea¢ss affect the amount of interest paym
that those funds are required to make, which magatnthe earnings and cash flows of those fundaieder, we estimate the effect on our
income before taxes and our net income from sudh@erase would be substantially allocated to funvéstors in proportion to their non-
controlling interests in the funds.

In addition, our credit strategy funds @ private equity-oriented permanent capital forake investments in floating rate investments
that are primarily financed with variable rate lmawimgs. Interest rates on our floating rate investta and our variable rate borrowings do
reset on the same day or with the same frequergtyasra result, we are exposed to basis risk wihect to index reset frequency. Our
floating rate investments may reprice on indiced #re different than the indices that are usqatitee our variable rate borrowings and, as a
result, we are exposed to basis risk with resgericing indices.

We manage interest rate risk and makeestente decisions by evaluating our projectediegsrunder selected interest rate scenarios.
During periods of increasing interest rates we tengurchase floating rate investments. We managénterest rate risk using various
techniques ranging from the purchase of floatirtg iavestments to the use of interest rate devxigatiWe generally fund our floating rate
investments with variable rate borrowings with $aminterest rate reset frequencies. We also maynisrest rate derivatives to hedge the
variability of cash flows associated with existimgforecasted variable rate borrowings.

Credit Risk

Certain of our funds enter into derivatinstruments that subject us to the risk that thenterparties may be unable to meet their
obligations under those agreements. We seek tamzaiour risk exposure by limiting the counterpastwith which we enter into contracts
highly rated major financial institutions with st credit ratings.
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PRIVATE EQUITY VALUATIONS AND RELATED DATA

This prospectus presents valuation andegldata, such as net and gross IRRs and multplesested capital, relating to our traditiol
private equity funds. Unless otherwise indicatéi tata is presented as of March 31, 2007, whiehefer to as the valuation date, and has
been prepared using the methodologies describewbBlease keep this in mind as you read this paspg.

Realized Values

We calculated the aggregate realized vagetraditional fund's portfolio investments as tiistorical amount of the net cash and other
marketable securities actually received by the fisaoh all of the investments made from the dattheffund's formation through the valuat
date. Such amounts do not give effect to the dilocaf any realized returns to the fund's genpeatner or manager pursuant to a carried
interest, or the payment of any applicable managéifees to the fund's manager. Where the valua af\eestment was only partially
realized, we classified the actual cash and othesideration received by the fund as realized vahdclassified the balance of the value of
the investment as unrealized value, which is valisdg the methodology described below under "—#liwed Values."

Unrealized Values
Methodology

We calculated the aggregate unrealizedevafa traditional private equity fund's investnseby adding together the individual
unrealized values of the fund's investments.

When determining fair values of investmenis use the last reported market price as oftdtersent of financial condition date for
investments that have readily observable markeeprilf no sales occurred on such day, we usebitg fJrice at the close of business on that
date and, if sold short, the "asked" price at tbeecof business on that date day. Forward comsteaet valued based on market rates or prices
obtained from recognized financial data servicevigiers. When an investment does not have a readdilable market price, the fair value of
the investment represents the value, as deternbiyed in good faith, at which the investment cdugdsold in an orderly disposition over a
reasonable period of time between willing partidseothan in a forced or liquidation sale.

There is no single standard for determiriaigvalue in good faith and in many cases falugas best expressed as a range of fair values
from which a single estimate may be derived. Wheking fair value determinations, we typically usearket multiples approach that
considers a specified financial measure (such d$EB) or a discounted cash flow or liquidation ays. We also consider a range of
additional factors that we deem relevant, includimg price at which the investment was acquireelniture of the investment (such as
whether it is a controlling interest), local markenditions, market prices for comparable secwritied financing transactions and models that
consider the current and expected operating pedooa and cash flows of the company in which thestment was made. Fair values of
investments that do not have readily available migpkices are based on the best information availadight of the circumstances and may
incorporate or involve significant assumptionswagments by management. Because we valued outtineets as of March 31, 2007,
subsequent events that may have a material impatttose valuations are not reflected.

Independent Valuation Firmr

An aggregate of 27 of the private equityeistments that we valued as of the valuation dafgésenting approximately $13.4 billion, or
67%, of the total unrealized value of all privatpiy investments valued as of the valuation ddig)not have a readily available market and
were valued using fair value pricing. Our calcwas of the fair values of private equity investnsemere reviewed by Duff & Phelps, LLC,
an independent valuation firm, who provided thiattp valuation assistance to us, which consistezkdhin limited procedures that we
identified and requested it to perform. Upon cortipieof such limited procedures, Duff & Phelps, Lk@ncluded that the fair value, as
determined by us, of those investments subject#ukeio limited procedures did not appear to be asoaable. The limited
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procedures did not involve an audit, review, coatph or any other form of examination or attestatinder generally accepted auditing
standards. The general partners of our funds &meaikly and solely responsible for determining fiiie value of the investments in good
faith. Duff & Phelps, LLC is not responsible fortdemining the fair value of any individual investmer portfolio of investments, nor are the
limited procedures performed by Duff & Phelps, Llriended to be used to determine fair value ofiamgstment or portfolio of investmen
The limited procedures performed by Duff & PhelplsC are supplementary to the inquiries and procesitinat the general partner of each
fund is required to undertake to determine thevfaiue of the investments in good faith.

IRRs

IRRs measure the aggregate annual compdurtiens generated by a fund's investments olietding period. We calculated net IRRs
after giving effect to the allocation of realizendaunrealized returns on a fund's investmentsddiuhd's general partner pursuant to a carried
interest and the payment of any applicable managefaes. These amounts measure returns based amtmtioat, if distributed, would be
paid to fund investors. We calculated gross IRRereggiving effect to the allocation of realizeddaimnrealized returns on a fund's
investments to the fund's general partner or maragsuant to a carried interest and the paymeanhgfapplicable management fees. These
amounts measure the returns on the fund's investrasra whole without regard to whether all ofréterrns would, if distributed, be payable
to fund investors. In all cases, we computed IR&8giwhat is known as a "dollar-weighted" IRR, whtakes into account the timing of cash
flows and amounts invested at any given time, aadietermined realized and unrealized returns ubimgnethodologies described above.

Multiples of Invested Capital

The multiples of invested capital measteedaggregate returns generated by a fund's investrireabsolute terms. We calculated each
multiple of invested capital by adding together tihil realized and unrealized values of a fumdiestments and dividing by the total amount
of capital invested by the fund. Such amounts daie effect to the allocation of any realized amdealized returns on a fund's investments
to the fund's general partner or manager pursoaatcarried interest or the payment of any applecatanagement fees. In all cases, we
determined the realized and unrealized valuesfofid's investments using the methodologies destibeve.

Bridge Financing Provided by Private Equity Funds

In certain instances, our traditional ptévaquity funds may provide temporary or "bridgeahcing to a portfolio company in connect
with a portfolio company investment. This finangimghich may be in the form of debt or equity, isid@ated as bridge financing prior to the
time that the investment is made. If bridge finagdhat is extended by a private equity fund isrepgid within eighteen months from the
date the financing was extended, the bridge fimanis considered to be permanent financing anacisided in the amount of the fund's
portfolio company investment. If the bridge finamgiis repaid within eighteen months from the dagefinancing was extended, the
repayment is considered a repayment of principdlaay additional amounts received are treatedtaseist income from the portfolio
company. For the purposes of calculating IRRs anlfiptes of invested capital, we disregarded bbathprincipal amount of any bridge
financing that was not considered permanent fimanaind any related interest income.

Calculation of Dollar Weighted Average Holding Perods

We measure the length of time during widohfunds hold portfolio investments on a dollaigi®ed basis. We calculated the dollar
weighted average holding period for a fund's pddfimvestments by dividing (i) the holding periofieach of the fund's investments
multiplied by the cost basis of such investmen(ilythe aggregate cost basis of all of the fumk®stments. An investment's holding period
is equal to the period of time between the datwbich the investment was made and the date on vthiehmount invested was realized o
the investment was held as of the valuation dateyaluation date. The cost basis of an investisesqual to the amount of capital invested
by the fund. Where the value of an investment wdg partially realized as of the valuation date, seasidered the holding periods and cost
bases of the realized and unrealized portionsefrihestment separately for the purposes of traulzlion.
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INDUSTRY
Overview

Asset management is the professional maneageof investments by third-party portfolio managen behalf of investors. Asset
managers earn a contracted fee by employing vasimategies to meet the investment goals of thegstors. These strategies are generally
considered to be either "traditional” or "altermatf’ Traditional asset management generally inothe use of equity, debt and/or derivative
securities while alternative asset managementesila variety of investment strategies. The asaaagement industry has grown
significantly over the past ten years, with thekealue of assets under management worldwide astuimat greater than $50 trillion in 2006.
This growth has been driven by aging populationsath developed and emerging markets around thielwdrich have increased the pools
savings and particularly pension assets. Altereadsset management strategies have been the-fgrstesitg sector of the industry as
investors have sought to diversify their investmaontfolios, and alternative asset managers haem afelivered superior returns when
compared to traditional asset managers.

Traditional asset managers manage porff@fesecurities by investing through investment pamnies registered under the Investment
Company Act (for example, mutual funds and excharaged funds) or through separate unregistereousts managed on behalf of
individuals or institutions. Investment objectivganerally include total return, capital appreciatiourrent income and/or replicating the
performance of a particular index. Investors irsthfuinds generally have unrestricted access toftivads either through market transactions
(in the case of closed-end mutual funds and exah#magled funds) or through withdrawals (in the cafsgpen-end mutual funds and
separately managed accounts). Traditional assedgeas are generally compensated on a monthly ateglyabasis with fees that are
calculated as a percentage of assets under managénamagers of such portfolios in the United Statee typically registered with the SEC
under the Investment Advisers Act.

Alternative asset managers utilize a varidtinvestment strategies to deliver investmemfgrenance on an absolute return basis within
certain predefined risk parameters and investmeidietines. These investment returns tend to hdewer correlation to the broader market
than traditional asset management strategies.time asset managers include private equity furedd estate funds, venture capital funds,
hedge funds, funds of funds (that is, funds the¢$t in investment funds), and mezzanine and stredtdebt funds. Many alternative asset
vehicles, particularly private equity funds, reguinvestors to fund committed capital over the gtmeent period of the vehicle and limit
investors' access to invested capital until sutie ts investments yield returns or are realizedrljall alternative asset management fee
arrangements include a significant performance aorapt. Generally, depending upon, among other $hithgg composition of the investor
base and the nature of investment activities, ratére asset vehicles may not be required to mg#s investment companies under the
Investment Company Act, and managers of such farasnot be required to register with the SEC unidernvestment Advisers Act.

A further discussion of private equity fengtructured debt funds and hedge funds is sttt lh@low.
Alternative Asset Management
Private Equity Funds

Private equity funds are managed poolspftal invested in non-public, non-actively tradeinmon equity, preferred stock, or
mezzanine or distressed debt securities. In cectsrs, private equity funds engage in the acorisiind delisting of public companies or
invest in publicly listed companies. Private eqditpyd managers often seek to exploit dislocationthé market where other investors do not
recognize the value of, or may lack the requirgueetise to generate additional value from, a certai
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company or security. These investments may inchigigificant changes to a company's capital strecturough the use of borrowed capite
strategy referred to as a "leveraged buyout.”

Private equity funds are generally fixedetl vehicles, with provisions to extend their tamaer certain circumstances, and are generally
organized as unregistered limited partnershipsitdd liability companies. The business, affainsl anvestment decisions of private equity
firms are usually controlled by a general partiiése fund obtains capital commitments from certaialiied investors that are high net-worth
individuals or institutions who thereafter beconasgive limited partners in the fund partnershipsédh time as the general partner identifies
an appropriate investment opportunity, it is eatitto call the capital on an "as needed" basiso@jly over the first three to six years of the
fund's term) from its investors, and this capisaldturned through distributions upon realizatiohthe underlying investments (typically
within five to eight years). General partners gradally compensated with a combination of managerfees (based on committed or
contributed capital), transaction and monitoringsfépaid by portfolio companies for advisory anteotservices rendered) and carried interest
(based on the net profits generated by the furrijate equity fund managers typically commit a fortof their own capital to the funds they
manage.

Private equity fund-raising has experiensiggificant growth over the last several yearachéng record levels in 2006. According to
DowJonesthere has been more than $400 billion of capitakbdiin the United States since the beginning 622@nd according to the
Russell Investment Gro, allocations to private equity funds are fore¢aseach record levels in all markets in 2007. Grewth of private
equity funds can be observed in how private eggpiynsor-led deals become a much more significaiopoof overall mergers and
acquisitions ("M&A") volume. Sponsor-led deals repented more than 25% of the global M&A volume(0&, up from 5% in 1999.

U.S. Corporate Private Equity Funds Raised  Private Equity Global M&A Volume and Percentage of
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Note: Compound Annual Growth Rate, or "CAGRgresents the annual rate of growth over a perisgyraing growth at a steady re
Returns for Private Equit

Private equity fund managers have, on aesraistorically outperformed the broader stockdad over the past 20 years. High risk-
adjusted returns are the driving attraction of giévequity and provide incentive in the face ofilliguidity and administrative complexity
associated with the asset class.
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Private Equity and Public Market Returns
As of December 31, 2006

Private Equity 1vr 3Yr 5Yr 10Yr  20Yr
U.S. Buyout: 24.(% 14.1% 10.2% 8.5% 12.2%
European Buyout 29.€ 15.5 8.3 14.¢ 14.4
Public Equity
NASDAQ 95% 6.4% 4.4% 6.5% 10.2%
S&P 500 Inde; 13.7 8.5 4.3 6.7 9.2
Note: Past performance is not indicative of future lssBuyouts represent returns from private equity

funds that tend to acquire companies with estadtisharkets and current revenue stre:
Source: From Thomson Financial and Bloomberdughes Thomson Financial U.S. Buyouts and

Mezzanine Index, Thomson Financial European BuyantsMezzanine Index, NASDAQ and
S&P 500 Index

Structured Debt Funds

Structured debt funds are investment vehiblacked by a diversified pool of fixed incomestsshat may include senior secured loans,
high-yield notes, investment grade bonds, mezzagecarities and other debt and credit-linked séesriThese funds take a variety of forms
and often target specific assets classes, sucbrtslips of primarily non-investment grade sendoedit facilities or portfolios of investment
grade and high-yield bonds to create a new saxed income securities. These funds finance thaiclpases of debt securities through
issuances of multiple tranches of debt and eqeitysties that are structured to achieve specifidit ratings. Structured debt vehicles see
earn a return for investors by borrowing funds iveer cost than the yield the vehicles earn oir tnederlying investments. A collateralized
debt obligation is a type of structured debt fumat invests in leveraged portfolios of fixed incomeestments of various types, including
collateralized bond obligations, or CBOs, collalieesd mortgage obligations, or CMOs, collateralifedd obligations, or CFOs, among other
structures. An arbitrage collateralized debt oltiayg or CDO, is typically backed by a pool of higield corporate bonds and/or loans and is
designed to take advantage of the difference betwee CDO's investment grade funding costs anditiderlying assets' investment returns.
Set forth below are charts that show total globafO0ssuance and total U.S. leveraged loan arbit@g® activity over the last eight years.

Global CDO Issuance U.S. Leveraged Loan Arbitrage CDO Activity
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Hedge Funds

The term hedge fund generally refers ttnaastment vehicle that seeks to generate positkeadjusted returns under various market
conditions. Unlike a traditional asset management f a hedge fund invests in diverse asset classksemploys a variety of investment
strategies to exploit market opportunities. Somthe$e strategies include various forms of arb&réang/short equity, event driven, global
macro and other quantitative and fundamental gfiegeIn light of their often superior risk-adjusteerformance and for diversification
purposes, hedge funds have been utilized by arastrg number of institutional asset managers, ad,result, have experienced significant
inflows in recent years. Global assets under mamagein the hedge fund industry, as reportetHBRR Industry Reportdyave grown from
approximately $456 billion at December 31, 199ancestimated $1.4 trillion at December 31, 20067.d% compound annual growth rate.

Hedge funds are typically structured astéchpartnerships or limited liability companiestiare generally exempt from registration
under the Investment Company Act. Advisers to swetige funds are often not registered under thestment Advisers Act and can pursue
investment strategies not typically available \&gistered investment companies. Usually the marafgehedge fund will receive both a base
management fee and a performance fee. The baseyeraeat fee is based on the net asset value ofitite &nd the performance fee is
computed as a percentage of the fund's profits {he net realized and unrealized gains in th&égor). Some hedge funds set a "hurdle rate"
under which the fund manager does not earn a peafoce fee until the fund's performance exceedsiehpeark rate. Another feature
common to hedge funds is the "high water mark" umddch a fund manager does not receive its perdmige fees until the fund's net asset
value exceeds the highest historical value on whatflormance fees were last paid. Typical hedgd famestors are high net worth
individuals and institutions that are permittedneest and withdraw funds periodically in accordamgth the terms of the funds. Hedge fund
managers typically commit a portion of their owpital in the funds they manage.

Hedge Fund AUM and Net Asset Flows Number of Hedge Funds and Average AUM
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Industry Trends
Growing Investor Demand and Increased Institutionaivestor Allocations

Growth in assets under management is dityeappreciation in the value of managed assetsianihflows of capital from investors.
The industry has experienced significant growttvarldwide assets under management over the pagetas, primarily fueled by net capital
inflows from an aging population. Within the U.8pproximately half of assets under managementegirement-related assets. Total pension
assets in the United States grew from $6.8 trildbthe end of 1996 to $14.0 trillion at the en@006. Shifting demographics and the drive
towards "privatization" of retirement planning peasan opportunity for the asset management ingluBlrese investors are expected to seek
products with absolute return and greater risk gangent characteristics, and demand more investausde.
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Alternative asset management vehicles baea the fastest growing segment of the industigastors have sought to achieve greater
portfolio diversification and improve the risk adfad return profile of their portfolios. Howevegspite these alternative products becoming a
more significant source of industry growth, thesatsgies still account for a relatively small pantof total institutional assets. For example,
the average allocation to alternative investmentd I$. corporate and public defined benefit pengiams was 4.4% and 4.3%, respectively,
in 2006.

Product Innovation

The alternative asset management industnyjghly competitive, and asset managers competeofh investors and investment
opportunities. Leading alternative asset managave developed new investment strategies and stascthich have enabled them to attract
additional capital from existing investors as vainew capital from investors who have not investitd them previously. Some of these
newer fund offerings include investing in distrassecurities, the development of mezzanine andsirfucture funds and expansion into new
geographic regions. Opportunities also exist tcettgy new investment vehicles and structures, inefudo-investment vehicles, and to raise
new types of funds, such as proprietary hedge fandsstructured product funds, allowing asset marsaigp deploy more managed capital
capture a greater share of the economics gendrgtde new investments. Further, the managersroéguivate equity funds are seeking to
expand their investor base by creating publiclgddpermanent capital vehicles which co-inveshéirtfunds, giving public investors
exposure to these asset classes. These publidgetnzehicles provide asset managers with permaagital that may be organically grown
through continuous reinvestment in a broad rangessét classes, and, as a result, offer stabilityaavaluable potential source of long-term
income.

Convergence of Private Equity and Hedge Funds

In recent years, hedge funds have incrggsbiecome activist investors in public companfaagctioning as transaction catalysts with the
goal of maximizing shareholder value. This tregiether with private equity funds' continued fooudinding undervalued public compan
to pursue leveraged buyout opportunities have brotng two types of alternative asset managersdloger proximity and frequent overlap.
An increasing number of hedge funds have takerralting positions in companies while private equiiyds have from time to time made
minority investments in public companies.

Large alternative asset managers are isicrgig expanding their operations to include batkigie equity and hedge fund businesses.
Combining the businesses within one entity can teaggnificant operational efficiencies as hedgeds and private equity funds often
compete for capital and talent. The intellectuglitzd and complementary skill set of hedge funds arivate equity managers also can be
leveraged within one combined organization to idgm@ind realize new investment opportunities.

Growth and Returns of Larger Funds

Institutional investors are attracted t@é& funds with well-established track recordsteys and operations, and advanced risk
management capabilities. Managers of larger fuypisally control multiple funds with various strgtes. As a result, the number of larger
funds in the private equity fund sector has inceddn recent years. According Thomson Financial the percentage of new private equity
buyout funds with more than $1 billion in capitalsed increased from 4% of all new private equitydut funds formed in 1996 to 25% by
the end of 2006.

Further, "mega" private equity funds (tyaig private equity funds with over $5 billion irssets under management) have benefited fron
the increased fund size as the average annuahsdiur such mega funds are increasingly outperfagrtiie returns of their smaller
counterparts. Based on the data compilediogmson Financial during the three year span of 2004-2006, theameeannual returns of the
mega funds were approximately 30%, as opposecetavbrage returns of large ($2 billion to $5 billio assets under management) and mid-
sized funds ($500 million to $2 billion in asseteler management) of 21%.
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Increasing Size of Private Equity M&A Transactior

Over the past several years, a numberabdfs, including larger fund sizes, greater ligtyidin the senior and high-yield debt markets,
and joint buying power of consortiums, have colledy increased the volume of large, sponsor-driM&A transactions. Globally, financial
sponsors were involved in 115 buyout transacti@iged at over $1 billion in 2006, with a signifitgortion of these transactions resulting in
the target going private. Furthermore, six outhef top seven leveraged buyouts to date were anaduner the past 12 months with an
average transaction value of over $30 billion.

$1 Billion+ Global Private Equity Buyout Deals Private Equity Buyout Average Deal Size
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Ability to Deliver Nor-Correlated and Higher Risk-Adjusted Investment Rets

Private equity has historically been refaly uncorrelated to the real estate, public debtequity markets. This low correlation to other
asset classes has made private equity an attractmponent of a diversified investment portfolilneTcombination of low correlation and
strong performance of private equity relative toastasset classes has been an important catalys growth of the industry. By including
private equity investments in their portfolios, @stors often reduce portfolio volatility, incregs®tfolio duration and contribute to an overall
improvement in a portfolio's risk/return profile.

Increased Sector Scrutin

The institutionalization of the alternati@sset management industry has required alternadiset managers to develop more advanced
internal controls and management information systexs large institutional investors require gretarsparency and robust risk manager
systems. The larger, more institutionalized altéveaasset managers are better positioned to devieése processes and controls. In addition,
as the number of investors who invest their fundk alternative asset managers continues to exghart has been increased regulatory
attention to the sector. Particularly, recentlyaduced tax legislation would, if enacted, preclatternative asset managers from qualifying
for treatment as a partnership for U.S. federabine tax purposes under the publicly traded patersiles and tax carried interest using
income tax rates rather than capital gains tasrate
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BUSINESS
Overview

Founded in 1976, we are a leading glohatahtive asset manager. Our 399 employees, imgualir 139 investment professionals, are
led by our founders, Henry Kravis and George Rahe&rho are pioneers of the leveraged buyout induSar history of landmark
achievements in private equity includes the fieseraged buyout in excess of $1 billion, severaheflargest leveraged buyouts announced
worldwide to date, the first buyout of a public quemy by tender offer and the largest leveraged bisycompleted or announced in each of
the United States, the Netherlands, Denmark, Irdiatralia, Singapore and France. We have contimuedhistory of innovation by
establishing new debt and public equity stratetiiasleverage the power of our brand and the extallal capital in our private equity
business.

Today, through our offices in New York, Mefark, San Francisco, London, Paris, Hong KordyBokyo, we sponsor and manage
funds that make investments worldwide in privataiggand debt transactions on behalf of third-pamtyestors and our firm. We also manage
substantial investments in public equity. During 8li-year history, we have raised 16 funds andivedeapproximately $59.7 billion of
capital and capital commitments from investors. Wdee grown our assets under management signifycdrdm approximately $18.3 billion
as of December 31, 2002 to approximately $53.4bhilés of March 31, 2007, representing a compouadedal growth rate of 28.7%. Of «
total assets under management, approximately $idhbs permanent capital, which is not requitede returned to investors and is able to
be re-deployed as investments are realized.

As a global alternative asset manager,ave engoing management fees for providing managearehother services to our funds as
well as transaction, monitoring, incentive and ofhetential fees in connection with our private iggand other investments. We also earn
investment income from investing our own capitahgiside fund investors and from our carried inteirefund investments, which provides
us with a disproportionate share of the investngaints generated on third-party capital investedudnyprivate equity funds. We are also
selectively pursuing opportunities to develop newestment structures and products that we belieNé@lp us increase the amount of
managed capital that we are able to commit to iddad transactions, grow our assets under managesmercapture additional income
streams.

We seek to consistently generate attragtivestment returns by employing highly qualifiedfessionals, making among the largest
private equity investments worldwide and adherimg tisciplined investment approach. Our investresns are supported by a substantial
and diversified capital base, a centrally managetiategrated global investment platform and a dwitle network of business relationships
that provide us with a significant source of inmesht opportunities, specialized knowledge during diligence and substantial resources for
creating and realizing value for investors. We dsbeve that these aspects of our business wjll lie continue to grow our assets under
management and deliver strong investment performana variety of economic and financial conditions

In connection with this offering, we wilbmplete a series of transactions pursuant to winictbusiness will be reorganized into a
holding company structure. Following our reorgatiaaand this offering, we will have a right to theanagement, transaction, monitoring
and other fees from our existing and future priveqjaity funds and their portfolio companies. Initidd, we will have the right to carried
interest earned by the general partners of outiegiand future private equity funds (other tha@ 1996 Fund and earlier funds) as well as
any returns generated on capital contributions niydiae general partners of these funds after dneptetion of this offering. We will also
have a right to the management, incentive and @btemtial fees for managing our existing and feiteredit strategy funds as well as
incentive fees from these funds. Although our gpats have invested their own personal capitalinasedit strategy funds, we have not
made any direct capital contributions to those fuasl a general partner or a fund manager.
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Our Strengths

We believe that we possess a number aigiine that differentiate us from other alternatigset managers and provide us with
competitive advantages for raising capital, segumvestment opportunities, obtaining financing i@nsactions, consummating investments,
creating value in our portfolio companies and gatieg attractive investment returns. These strengitiude the following:

One Firm with a Global Reach and Best-in-Class Passes

We are truly a global firm. With offices $®ven major financial centers located on thred¢iments, we have created an integrated global
platform for sourcing and making investments intiple asset classes. Our global and diversifiedatms are supported by our sizeable
capital base and our extensive company, industsgtaspecific and local market knowledge, whicbvaluis to deploy capital across a number
of geographical markets in a broad range of congzimdustry sectors and asset classes. As of MErcP007, 34% of our investment
professionals were based outside the United Saaig$3% of the unrealized value of our private gqoortfolio consisted of investments in
companies outside the United States. Although perations span multiple continents and business liwe are still managed as one firm
with a common culture and are highly focused onieg&knowledge, experience, resources and bestipeachroughout our offices and
across our various investment classes. Our invegtprecesses are overseen by three committeespbedte globally, which consist of our
equity investment committee, which reviews all istmeents made by our private equity funds, our dekgstment committee, which reviews
all investments made by our credit strategy fuadsl, our portfolio management committee, which nweithe performance of our private
equity investments. Our founders, Henry Kravis Gsibrge Roberts, are active members of each of tteesmittees. We believe that
operating as a centrally managed firm that is lpbdbal and diversified enhances the growth andlgabf our business and helps us make
informed decisions across asset classes and géggap

Distinguished Track Record Across Economic Cyc

During our 31-year history, we have sucfidlysinvested under all types of economic and ficial conditions, developing a track record
that we believe distinguishes our firm. From oweption through March 31, 2007, our ten privateitydunds that had invested for at least
30 months had achieved a cumulative gross IRR @&%26During 2007, we were named "Best Private Bdgiitm” by Global Financeand
"European Large Buyout Firm of the Year" Byiancial News and the KKR Strategic Capital Funds were nameaatitj¢ Fund Launch of the
Year" byAlternative Investment New@ur other accomplishments include completing orameing more than 60 leveraged buyouts valued
in excess of $1 billion, including the first levgead buyout in excess of $1 billion and sponsoringmesponsoring many of the largest
leveraged buyouts completed anywhere to date.

Alignment of Interests

One of our fundamental philosophies hasiltealign our interests and the interests of @apte with those of our fund investors. Since
our inception, our investment professionals, seattvisors and other executives have invested omitied to invest approximately
$1.5 billion of their personal capital in or alordgsour funds. In structuring this offering, we kasought to achieve the same alignment of
interests between our unitholders and our peoptith their significant and long-term ownershipaf equity. Our principals will not
receive any of the proceeds from this offering. @umcipals will collectively own more than % of the equity in our business
immediately following this offering and they wilebefit from the financial success of our busineghé form of distributions and payments
received from KKR Holdings, the entity through wiithey will hold their equity, and the potentiabagciation in the value of the equity that
KKR Holdings owns. Our other employees are expetdedceive equity grants at the time of this daffgr which we believe will similarly
align their interests. To promote long-term aligminef interests, the equity directly or indirectigld by our principals and

129




employees will be subject to significant forfeitaed transfer restrictions that require such persomemain actively employed by us in order
to realize the full value of their equity interests

Experienced Investment Professionals and ContinuitiySenior Leadershij

We have built our firm with the intellectu@pital of our people, and we are guided dailyth®y diversity, depth and breadth of their
collective knowledge and experience. We currentipley 139 investment professionals who are ledunyfounders, Henry Kravis and
George Roberts and supported by 19 senior adwasa25 Capstone consultants. Our investment piofels have demonstrated an ability
to address the challenges of cyclical markets fBctvely adapting our investment strategies, feiahstructures and operational resources to
existing market conditions. Our investment profesals come from a variety of financial and operaidackgrounds, which when combined
with the extensive expertise of our senior printsgaovide us with a significant competitive adage. We have also benefited from a high
degree of continuity in our senior leadership.

Distinct Ability to Source Proprietary Investmen

We believe that we are able to source my@stment opportunities as a result of our intedeall generation strategies and our global
network of business relationships with leading exiees from major companies, commercial and invesinbanks, financial intermediaries,
other investment and advisory institutions and farpolitical leaders. Our investment professiomaésorganized into global industry teams
and have developed a thorough understanding afititkistries by meeting with management teamsndittg product seminars and industry
conferences and conducting their own primary reseaur industry teams work across our officesewetbp a list of industry themes and
trends, to identify companies that will benefitrfrahose trends and to determine which of those emieg would make an attractive
investment. When team members identify an investrogportunity, they leverage our network of glot&htionships with the goal of
winning exclusive or limited access to the invesim&/e believe that our industry focus, when coratiwith our global network and the
industry-specific knowledge that we have developeet time, provides us with an important sourceroprietary investments.

Strong Relationships With Financial Leadel

We actively cultivate our relationshipstwihajor investment banking firms and other finahici'ermediaries and are among those firms'
most significant clients. Our investment profesaisimeet regularly with major investment bankingh concerning potential investment
opportunities, and we often work with the same grotifinancial institutions when seeking financiamgangements for our transactions. We
believe our repeated and consistent dealings Wéhrtajor financial services firms over a long perd time, and our completion of a
significant number of larger transactions, havettedur being one of the first parties conside@dobtential investments. We also believe
our relationships with financial institutions argktcredibility that we have established throughpast successes help us obtain financing for
our transactions at attractive prices and with falte terms.

Focus on Value Creation

We have developed an institutionalized pssdfor creating value in our investments. As paadur effort, we utilize the services of
Capstone Consulting, a team of operational constsltdat works exclusively with our investment ssionals and portfolio company
management teams. In addition, we have hired sadiisors to assist us, including the former chairrar chief executive officers of
Proctor & Gamble, Wells Fargo, HSBC, Eastman Koaladt Accenture. Our investment professionals, sexdoisors and consultants work
with our portfolio companies to address issuedirgeo top-line growth, cost optimization and eiéint capital allocation and assist
management in designing and implementing stratgicoperational changes that drive value crealiomost cases, the work initially
involves developing operating and financial metfarstracking progress and identifying problemsidgrthe early stages of an investment.
Ultimately, the focus shifts to capitalizing on lmess opportunities to
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drive value creation over the long term. The oldjectf these measures is to drive growth in revenash flows and operating margins, wt
allows us to reduce the leverage in our portfoimpanies, and create value for our investors.

Long-Standing Investor Relationships

Over our 31-year history, we have establisstrong relationships with investors that hal@ad us to raise significant amounts of
capital for investment in a broad range of assetsgls. Our fund investors consist of a diversifieaip of some of the largest public and
private pension plans, global financial instituspnniversity endowments, funds of funds and higtworth individuals, many of whom have
invested with us for decades across multiple fuhdswe have sponsored. For example, our 10 langesstors have invested with us for an
average of 16 years. More recently, through thmgsof two of our funds, we have expanded our st@ebase to include public market
investors, such as mutual funds and hedge fundsiding us with an additional source of capital. Wédieve that the strength, breadth,
duration and diversity of our investor relationshjpovide us with a significant advantage for regstapital from existing and new sources
and will help us continue to grow our assets umdanagement.

Long-Term Capital Base with a Significant Amount of P@anent Capital

As of March 31, 2007, we had $53.4 billafrassets under management, making us one ofrifesiaindependent alternative asset
managers in the world. These assets were investagbdable for investment in private equity, daht public equity transactions. We have
created two listed permanent capital funds thagate to grow organically through the continuougestment and reinvestment of capital,
which we believe provides us with stability andhét valuable potential source of long-term income.

Proven Ability to Innovate

We pioneered the development of the levetdyuyout and have worked throughout our historgreating innovative financing
structures that allow us to compete aggressivelyrémsactions while maintaining ongoing finandiekibility. Examples of recent innovative
financing structures include using a complex polatging program in connection with our acquisitidéTexas Genco and structuring our
acquisition of Capmark Financial Group in a marthat allowed the company to achieve an investmeadeycredit rating. More recently, ¢
ability to innovate has allowed us to grow our pan@nt capital base and diversify our operationsuitin the establishment of two permanent
capital vehicles, KKR Private Equity Investors &ieN, that have the flexibility to invest across etsslasses.

Our Growth Strategy

We believe the "KKR" name is associatedwlie successful execution of many of the largedtraost complex private equity
transactions worldwide; a focus on operational @alteation; a strong investor base; a global nétwbstrong business relationships; a
reputation for integrity and fair dealing; and atatiguished track record of generating attractiveestment returns. We intend to capitalize on
the name recognition that we have developed aratdge the strength of our brand as we seek to gumwusiness.

Deliver Attractive Returns Through Strong InvestmeRerformance

We intend to adhere to the disciplined staeent approach that we have developed over oyead history, focusing in particular on
driving value creation from the time an investmisimhade. Our investment approach will continuentpleasize company, industry and
economic fundamentals and the operational andcegiaaspects of the companies in which we invest,vée will continue to subject our
investments to the same stringent due diligencaitoring and oversight practices that we have dgyad over time, drawing in each case on
the company, industry, asset-specific and locaketdthowledge of our people. We believe that byntaaning investment discipline and
taking a "hands-on"
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approach to our investments, we will be best parsitd to continue to generate attractive returnsdorfunds and create long-term value for
our unitholders.

Grow Globally Across Existing Asset Classes

We intend to pursue opportunities withinrticAmerica to increase the amount of managed &laghiat we are able to deploy in private
equity and debt investments, while continuing tovgour public equity business. Outside of North Aitee we intend to focus on increasing
the amount of private equity investments that w&eria Europe and Asia, while building out our dabtl public equity operations in those
regions. Since October 2005, we have raised fivefnads that received approximately $32.4 billidrcapital and capital commitments from
investors, including approximately $5.1 billionmgrmanent capital and a new $4.0 billion privateitygund that is focused on investment
opportunities in Asia. These funds provide us witlexible capital base that we may use to funéatments in a broad range of asset classes
throughout the world.

Selectively Pursue Opportunities to Expand Our Isiment Structures and Produc

We believe that opportunities exist to degeand sponsor new investment vehicles and strestincluding co-investment vehicles, and
to raise new types of funds, such as long-orieptéaic equity funds, structured product funds amdlstry- or geography-specific funds, that
allow us to deploy a greater amount of managedaidpiour investments and thereby capture a grehigre of the economics generated by
these investments. To support these initiativesargecurrently developing a capital markets busimeshe United States, Europe and Asia,
which we believe will provide us with new alternegs and capabilities for distributing our investineroducts to investors worldwide and to
further broaden our investor base. We may alsoidenselectively partnering or entering into joirinture arrangements with one or more
financial intermediaries in order to provide ushndiccess to additional classes of investors.

Maintain Our Long-Term Focus

We have consistently approached the manegeai our business and our investments with tha gbcreating and realizing value over
the long-term. We intend to maintain this long-tdaous after we become a public company even théhighmay lead to increased volatility
in our results from period to period. We do noeimd to permit the short-term perspectives of sonidipmarket investors to influence our
investment, operational or strategic decisions,dufies or commitments to our fund investors orfoeus on creating long-term value for our
unitholders.

Our Firm
History and Developmer

We were founded in 1976 as a private edirity specializing in leveraged buyouts. We comgadietur first acquisition in 1977 with
capital raised from a small group of investors amage that time, we have sponsored and managedlaf 16 investment funds and built a
brand name, a global franchise, a broad investee bad a diversified investment institution. We noaintain offices in seven major finant
centers located across three continents and wediesesified our operations to include actively ragimg investments across a broad ranc
major asset classes.

During the first 28 years of our operations focused our efforts primarily on building adéng private equity business. Our initial fo
on private equity allowed us to develop and refinancial and structuring skills that we believe arerequisites for success in any invest
business. In 2000, we began placing a greater esigpba the operational aspects of portfolio comggnivhich we believe is an essential
component for creating value. Since then, our djmeral approach to building value in portfolio coamies has become an integral part of our
firm and a cornerstone of the way in which we estduand approach equity investments. While we n@oagfirm and our investments
differently today than we did during the earlieay®of our development, we have not changed oaociptes, our performance-based culture
or our investment objective, which is to generatgé multiples of invested capital and attractR®$ for investors.
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We have acquired significant credit expeceeover time by sponsoring investments in findhcidistressed companies, by using
significant amounts of leverage to finance acgoisg and by monitoring investment portfolios ofdirtial services companies acquired by
our funds. Commencing in 2004, we began to actipalpue debt investments as a separate assettaolaisgh our formation of KFN. To
support the operations of KFN, we hired additianaestment professionals with significant experi&pgaluating and managing fixed incc
investments, including investments in corporatet dedink loans, asset-backed securities, real estatts and other credit products, and we
built a platform for identifying, assessing, makingonitoring and exiting debt investments. The eignee that we gained through our
management and operation of KFN and the resouroetded by these additional personnel createdamgtfoundation for growing our debt
operations and enabled us to form the KKR Strat€gigital Funds in 2006 to take advantage of ladgét investment opportunities.

Although our business activities have histily focused significantly on private equity acckdit investments, we have managed
investments in public equity throughout our histdnytially, our public equity investments consistef minority and structured investments in
public companies that were made by our privatetgdunds. More recently, we formed KKR Private Bgunvestors, our private equity-
oriented permanent capital fund, and our creditetyy funds, which have provided us with more iwesit flexibility than traditional private
equity funds and an additional capital base forinmkquity investments in public companies. Ourljpudquity strategies generally seek to
leverage, where appropriate, the intellectual ehpi¢veloped in the course of our traditional pivequity business, which may otherwise not
be utilized if a private equity transaction is nohsummated, to make public equity investmentsbdlieve that significant opportunities e:
for us to expand our public equity activities aakle advantage of the increasing number of suitalibdic equity investments that we identify.
To achieve these results, we recently hired additimvestment personnel who have specialized éxpes in the public equity markets.

In addition to taking steps to build out public equity business, during 2007 we begamtioeess of establishing a capital markets
business in the United States, Europe and Asiativélobjective of increasing the amount of thirdtpaapital that we are able to commit to
individual transactions, thereby growing our assetder management and capturing additional incamams. We have hired experienced
professionals with long-standing investor relathips to help us build this business. We expectdhatapital markets activities initially will
focus on syndicating to a broader base of investqrsrtion of the equity that we commit in our krgrivate equity transactions, which we
believe will help us reduce the need to partneh \etge consortiums of private equity firms on ltgveraged buyouts, retain greater
operational control over our portfolio companies aapture a greater portion of the economics treaganerated by our private equity
investments. Over time, we may expand our capitakets activities in a manner that similarly conmpésts our other business activities. We
have not yet commenced our capital markets a@sjitout expect to do so shortly after we receivamdropriate regulatory approvals and
licenses.

Global Operations

With offices in New York, Menlo Park, SaraRcisco, London, Paris, Hong Kong and Tokyo, weshestablished our firm as a leading
global alternative asset manager. Our expansiaidaidf the United States began in 1995, when waenoar first investment in Canada.
Since that time, we have taken a long-term stratagproach to investing globally and have estabtishpresence in Europe and Asia with
multilingual and multicultural investment teamstthave local market knowledge and significant besi investment and operational
experience in the countries in which we invest. Wgbeve that our global capabilities have assisteth raising capital and capturing a gre
number of investment opportunities, while enablisgo diversify our operations. From January 1,61@8ough March 31, 2007, our 1996
Fund and subsequent funds collectively investecertttan $11.3 billion of capital outside of North Arita.
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The following table presents informatiomcerning the composition of our investment portfdly country as of March 31, 2007.

Private Equity Portfolio

Number of
Country Investments Fair Value

($ in millions)

United State: 18 $ 6,176.(
France 3 4,247 .
Netherlands 5 3,420.¢
Germany 6 2,676.¢
Australia 2 787.¢
Singapore 1 672.7
Denmark 1 512.2
Canade 1 428.k
India 1 269.7
Italy 1 243
Bermuda 1 126.¢
.| |

Total 40 % 19,562
|

While our operations span multiple contitsesmd asset classes, our investment professiaraupported by a centralized and integ!
infrastructure and operate under a common setin€iptes and business practices that are monitoyeaur global committees. We believe
that we have created a single culture that rewiardsstment discipline, creativity, determinatiordgratience and the sharing of information,
resources, expertise and best practices acrossffamas. When appropriate, we staff transactiomsssemultiple offices in order to take
advantage of the industry-specific expertise ofiouestment professionals, and we hold regular mgein which investment professionals
throughout our offices share their knowledge amkeiences. We believe that the ability to drawlomlbcal cultural fluency of our
investment professionals while maintaining a cdizied and integrated global infrastructure distiispes us from other alternative asset
managers and has been a substantial contributingr fep our ability to raise funds and invest intgionally.

Our Team
Equity Investment Profession:

We currently employ approximately 119 inwesnt professionals who focus primarily on equitydstments. These individuals come
from diverse backgrounds in private equity, opersj strategic consulting and finance and incluaeesof the most experienced equity
investors in the world. Over the past six yearshaee focused our senior-level equity recruitinipre$ on executives with significant
operating experience, including former chief exegubfficers and chief financial officers of compesmoperating in a wide range of industry
sectors. As a group, our equity investment profeggds provide us with a powerful global team faritifying businesses with durable
competitive advantages; developing capital strestdior portfolio companies that support their basmstrategies; working with management
teams to create value for unitholders; providingfptio companies with access to a global netwdrkesources that strengthen their
operations; and generating superior investmentnstu

Debt Investment Profession:

We currently employ more than 20 investnmnfessionals who focus primarily on corporatetdebestments. These individuals have
backgrounds in debt investments, risk managemsset diability management, capital markets, finamee portfolio management and prov
us with significant experience for managing ouddarstrategy funds. Our six most experienced dexstment professionals
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have on average 17 years of credit experienceyjdimd) experience investing in and trading leverdggk loans, second lien loans, high'y
bonds, subordinated bonds, mezzanine bonds, pdfstock, credit and interest rate derivative imagnts, structured products, real-estate
investments and other debt and equity investm@ioigether, they provide us with significant expertisr evaluating and managing credit
risks and creating diversified investment portfslaf corporate debt investments that have thetyabiligenerate attractive leverage-adjusted
returns.

Senior Advisors

To complement the expertise of our invesinpeofessionals, we have retained a team of saaigisors to provide us with additional
operational and strategic insights. The resporisésilof our senior advisors include serving onltibards of our portfolio companies, helping
us evaluate individual investment opportunities assisting our portfolio companies with operatiamaltters. Our team of senior advisors
currently includes Edwin L. Artzt (the former Chain and Chief Executive Officer of Proctor & Gambkgir John Bond (the former Group
Chairman of HSBC Holdings plc), Richard L. Clemn(tiie former Chief Executive Officer of Agere SysnGeorge M.C. Fisher (the
former Chairman, Chief Executive Officer and Presidof Eastman Kodak Company), Hirashi Hosokawa fphmer Japanese Vice Minister
for International and Economic Affairs), and Dr.viztd Tian Suning (the Chairman of China Broadbaagital L.P. and the Vice Chairman
and former Chief Executive Officer of China Netc@roup) as well as other individuals who have heltling positions in major
corporations and public agencies worldwide. Fivewfsenior advisors also participate on our pbdafmanagement committee, which
monitors the performance of our private equity stagents.

Operating Consultants

We have developed an institutionalized pssdor creating value in our investments. As paadur effort, we utilize the services of
Capstone Consulting, a team of operational constsltdat works exclusively with our investment ssionals and portfolio company
management teams. Capstone, which has approxin&elgnsultants located in New York, Menlo Park aoddon, provides us with
additional expertise for assessing investment dppites and assisting managers of our portfolimpanies in defining strategic priorities
and implementing operational changes. During titelrphases of an investment, Capstone's workssteknplement our thesis for value
creation. Its consultants may assist our portfolimpanies in addressing top-line growth, cost ogtition and efficient capital allocation and
in developing operating and financial metrics. Otaie, Capstone's work shifts to identifying chafies and taking advantage of business
opportunities that arise during the life of an istreent. While we do not require our portfolio comiea to engage Capstone, in our experi
most portfolio company managers embrace its invoket as a result of the operational expertise attin-line focus of its consultants. In
addition, to assist us with investments in the iaaae industry, we have established an exclusiatigaship with Fisher Capital, an insurai
advisory firm that was founded by Jim Fisher affter successful sale of our investment in AmericarirBurance, where Mr. Fisher served as
the Chief Financial Officer.

Global Committees

Our investment processes are overseenreyg tommittees that operate globally. These coreasttonsist of separate investment
committees for our private equity and credit sggtiunds and a portfolio management committee €ormivate equity funds. Our equity
investment committee and our debt investment cotaemdre responsible for reviewing and approvingnaktstments made by our funds;
monitoring due diligence practices; and providingiae in connection with the structuring, negotatiexecution and pricing of investments.
Our portfolio management committee is responsittenforking with our investment professionals frdme tdate on which an investment is
made by a private equity fund until the time theestment is exited in order to ensure that strategd operational objectives are

135




accomplished and that the performance of the imest is closely monitored. Our founders, Henry Ksand George Roberts, are active
members of our three committees. Other memberdstafsour senior principals. Our portfolio managarhcommittee is also advised by
certain of our senior advisors and consultants f@apstone.

Private Equity

Our private equity business involves spongoand managing a group of investment fundstteite primarily control-oriented
investments in connection with leveraged buyoutstauild-ups and other similar investment opporiesitThese funds, which we refer to as
private equity funds, are managed by Kohlberg ks&®oberts & Co. L.P. and currently consist of a hanof private equity funds that have a
finite life and investment period, which we referdas traditional private equity funds, and a peveduity-oriented permanent capital fund that
has a perpetual existence and investment periocal¥desponsor and manage credit strategy fundstma¢times make private equity
investments alongside our private equity fund$icalgh we include those funds in our credit segrf@mihanagement reporting purposes. As
of March 31, 2007, our private equity funds had.®44llion of assets under management, includin@ $8lion of permanent capital, making
us one of the largest private equity fund sponsotise world.

Private Equity Experience

We are a world leader in private equityyihg sponsored and managed 14 private equity ftimishave received more than $56.9 bill
of capital and capital commitments during our 3anfeistory. Our private equity funds focus on intirggin large capitalization companies.
We believe this focus allows us to invest in indgd¢ading franchises with global operations, attkgorld class management teams, deploy
large amounts of capital in individual transactiansl optimize amounts of income that we earn oerdransaction basis. Our approach
leverages our capital base, infrastructure, sktll global network and industry and operating etigerwhich we believe sets us apart from
others. From our inception through March 31, 2@Qif, private equity funds invested $30.5 billioncapital in more than 150 separate private
equity transactions with a total transaction valienore than $280 billion. As of March 31, 20074k investments had generated
$74.4 billion of realized and unrealized valuewtiich $56 billion had been distributed in the foofrcash.

As of March 31, 2007, our private equitpdis had investments in 40 companies with more $1&0 billion of annual revenues and
more than 560,000 employees worldwide. Those gatémmpanies were based in more than 10 courdnesoperated in 11 industries,
which has provided us with broad and deep indwstiy operating experience. These investments dimclatie commitments we have ente
into to acquire an additional 10 portfolio companiie transactions having an aggregate value of $ilHOn. We expect that these acquisiti
will close during the second half of 2007 and wedpate that our total equity investment in thensactions will be approximately
$11.6 billion. Whether and when these transactwitide consummated depends on a number of factorag or all of which may be outside
of our control.
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The following charts present informatiomcerning the amount of capital invested by our 18@6d and our subsequent funds by
geography and industry through March 31, 2007.

Dollars Invested by Geography Dollars Invested by Industry
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The following table presents informatiomcerning the investments that our private equihd&ihave made or committed to make since
January 1, 2004, some of which have been significan fully realized.

Equity Transaction
Company Year Industry Country Investment(1) Value
($ in millions)

Investments

Jazz Pharmaceuticals, | 200< Health Care United State: $ 130.C % 25C
Sealy Corporatiol 2004 Consumer Produc United State: 327.¢ 1,56¢
Maxeda* 200¢ Retail Netherland 531.1 3,061
Dynamit Nobel AG 2004 Chemicals Germany 265.¢ 2,961
PanAmSat Holdings Corporatiol 2004 Media United State: 134.t 4,34:
Auto-Teile-Unger Holding AG 200¢ Retall Germany 534.¢ 1,84:
Visant Corp. 2004 Media United State: 156.: 2,322
Texas Genco Holdings, Inc 2004 Energy United State: 120.t 3,81z
Duales System Deutschland Gmb 200t Recycling Germany 46.€ 39:¢
Masonite International Corporatic 200t  Industrial Canade 428.¢ 2,57¢
Toys "R" Us, Inc 200t Retail United State: 418.c 7,57¢
Sungard Data Systems, | 200t Technology United State: 482.F 11,96¢
SBS Broadcasting S.a 200t Media Pan Europea 412.2 2,66¢
Accellent Inc 200t Health Care United State: 448.: 1,34
Avago Technologies, Ltc 200t  Technology Singapore 426.5 2,78
Fl Selenia S.p./ 200t Chemicals Italy 243.t 1,03:
TDC A/S 200t Telecom Denmark 512.2 14,95:
Capmark Financial Group Ir 200¢ Financial Service United State: 673.( 16,77(
AVR Bedrijven N.V 200€ Recycling Netherland 139.1 1,57¢
The Nielsen Company B.\ 200¢ Media Netherland 698.t 12,03:
BIS/Cleanaway 200€ Recycling Australia 260.( 1,37z
Aricent, Inc (f/k/a SDS 200¢ Technology United State: 269.7 93€
NXP B.V. 200¢ Technology Netherland 1,254.( 10,97:
PagesJaunes Groupe S 200¢ Media France 787.( 4,044
HCA Inc 200¢ Health Care United State: 1,166.( 33,03(
Kion Group Gmb} 200€¢ Industrial Germany 613.( 5,47¢
Seven Media Grou 200€ Media Australia 528.( 3,21¢
ProSeibenSat.1 Med 2007 Media Germany 849.( 4,23¢
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Tarkett S.A. 2007 Industrial France 640.C 1,94¢

Yageo Corporatiol 2007 Technology Taiwan 125.( 307
Dollar General Corporatia 2007 Retall United State: 1,150.( 7,60(
U.S. Foodservic 2007 Retail United State: 1,125.( 7,30C
Tianrui Group Cement Co., Lt 2007 Industrial China 125.C 30C
MMI Holdings Limited 2007 Industrial Singapore 175.C 757
Alliance Boots plc 2007 Retall United Kingdom 2,100.( 24,90(
Laureate Education, In 2007 Media United State: 400.( 4,10(
Biomet, Inc. 2007 Health Care United State: 1,300.( 11,60(

Pending Investments(2)

Harman International Industries, Ir 2007 Technology United State: 1,000.( 8,00(
First Data Corporatio 2007 Financial Service United State: 2,100.( 29,00(
TXU Corp. 2007 Energy United State: 2,100.( 46,50(
* Indicates that the investment has been signifigamtfully realized.

@ Equity invested consists of the amount of equityesied or committed to be invested by our privatgtg funds. See "Certain
Relationships and Related Party Transactions—Syd8itle and Other Investments."

(2)  We expect that the pending investments will be somaated in the second half of 2007. We have redeieatractual commitments
from financial institutions to provide the requésiebt financing for these transactions. Howevéether and when those transactions
will be consummated depends on a number of otléoris, such as shareholder or regulatory approsatag or all of which may be
outside of our control.

We believe that our broad and deep expegi@md long-term track record of investing largeants of capital in a wide range of
industry sectors and geographical regions and enanand financial conditions are among the manyofacthat distinguish our private equ
business. We have also achieved a number of otifiestones that we believe differentiate us. Thes®mplishments include:

. completing or announcing more than 60 private gquénsactions valued in excess of $1 billion, udahg the first leveraged
buyout in excess of $1 billion ever completed;

. sponsoring the first private equity transactiomgs tender offer structure;

. sponsoring or co-sponsoring many of the largesapeiequity transactions completed worldwide arddingest private equity
transaction announced anywhere to date; and

. sponsoring or cagponsoring the three largest private equity tratimas completed in Canada, the two largest levetdgsouts
completed in France and the largest leveraged hsymmpleted in each of Denmark, the Netherlandstrlia, India and
Singapore.

We take a long-term approach to privatdtgdavestments and measure the success of oustiments over a period of years rather than
months. Given the duration of our private equityeistments, we focus on generating large multiplésvested capital and attractive IRRs
when deploying capital in private equity transatsio
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The following charts present informatiomcerning the amount of capital invested and thewantsoof realized and unrealized returns
generated by our traditional private equity fundsrf our inception through March 31, 2007.
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Additionally, because our emphasis on gativeg large multiples of invested capital and ative IRRs has produced significant cash
flows for our fund investors, we believe that ourate equity approach has also been an importarttibutor to the extended relationships
that we have developed with our investor base.félh@wving table presents information concerning tbil distributions to investors made

our traditional private equity funds during theipds indicated.

Year Ended December 31,
Three Months

Ended March 31,
Year 2002 2003 2004 2005 2006 2007 Total

($ in millions)
Distributions to Investor $ 897$ 301¢$ 703E$ 356¢% 52519% 78C $ 20,54¢

From our inception through March 31, 2004r, first ten traditional private equity funds (repenting all of our private equity funds that
have invested for at least 30 months) achieved ldpteuof invested capital of 2.7x and a cumulatyress IRR of 26.3%, compared to the
13.6% gross IRR achieved by the S&P 500 Index theesame period. The S&P 500 Index is an unmaniaglest and its returns assume
reinvestment of dividends and do not reflect amsfer expenses. The table below presents informatiaf March 31, 2007 relating to the
historical performance of each of our traditionavate equity funds since our inception, which vedidve illustrates the benefits of our
approach to making private equity investments. Tais has been adjusted to give effect to subséqoemmitments to the 2006 Fund and
Asian Fund, but does not otherwise reflect acquoisstor disposals of investments, changes in invesst values or distributions occurring

after March 31, 2007.

We encourage you to review the cautionatg telow for a description of reasons why therinesults of our private equity funds may
differ from the historical results of our privatguaty funds. You should also see "Private Equityudtions and Related Data" for a descrip

of how the values below were calculated.
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Amount Fair Value of Investments

Multiple of

Assets Under Gross Net Invested

Private Equity Fund(1)(2) Committed Invested Realized Unrealized Total Management IRR IRR Capital
($ amounts in millions)

Historical Excluded
Funds(3):
1976 Func $ 31 % 31 % 537 $ — % 537 $ — 39.5% 35.4% 17.1x
1980 Func 357 357 1,82¢ — 1,82¢ — 29.C 25.¢ 5.1
1982 Func 32¢ 32¢ 1,29( — 1,29( — 48.1 39. 3.9
1984 Func 1,00( 1,00( 5,96: — 5,96 — 34.€ 28.¢ 6.C
1986 Func 672 672 9,081 — 9,081 — 34.2 28.C 13.t
1987 Func 6,13( 6,13( 14,74¢ 252 14,99; 252 12.2 9.C 2.5
1993 Func 1,94¢ 1,94¢ 4,12¢ 33 4,157 33 23.¢ 16.t 2.1
1996 Func 6,01z 6,01z 10,18: 2,03¢ 12,22: 2,03¢ 18.t 13.t 2.C

Included Funds:

European Fund (1999)(: 3,08¢ 3,08¢ 3,947 3,69/ 7,63¢€ 3,694 30.¢ 23.: 25
Millennium Fund (2002 6,00( 5,881 4,264 6,991 11,25¢ 7,11C 53.€ 40.€ 1.¢
European Fund Il (2005)

5) 5,65( 3,851 — 4,21¢ 4,21¢ 6,011 * * *

2006 Func 16,62t 1,23¢ — 1,23¢ 1,23¢ 16,62t * * *

Asian Fund (2007 4,00( — — — — 4,00( * * *

Total Funds(6 $ 51,83t $ 30,53t $ 5595t % 18,46 $ 74,421 $ 39,76  26.2% 20.2% 2.7x

Total Funds in Accountin

Predecessor(: $ 41,37 $ 20,03t $ 18,38¢ $ 18,14t $ 36,53¢ * 23.9% 18.2% 1.8x

Total Included Fund $ 3536( $ 14,05¢ $ 8,20¢ $ 16,13¢ $ 24,34: * 36.5% 27.5% 1.7x

(1)  We will not acquire interests in the 1996 Fund pridr funds in connection with the Reorganizatiaarisactions and this offering,
because the general partners of those funds aexpetted to receive meaningful proceeds from éuntbalizations. The predecessor
combined financial statements included in this peasus consolidate the 1996 Fund and subsequélitidrel private equity funds. In
addition, we will not be allocated any of the capéontributions made by the general partners ofunds prior to the completion of
the Reorganization Transactions and this offeringny returns generated on those contributions."Seganizational Structure" and
"Unaudited Pro Forma Financial Information.”

2 None of our private equity funds are registerethasstment companies under the Investment CompahyTAe management
company for each of our private equity funds is iehg Kravis & Roberts & Co. L.P., the entity thgluwhich the management
company generally receives management fees frortraditional private equity funds. These managenfesd are calculated based
the amount of capital committed to a fund during ithvestment period and thereafter on the cosslmthe fund's remaining
investments. We also generally receive periodicitodng fees in exchange for providing our portfotiompanies with management,
consulting and other services, and we typicallgnee transaction fees from portfolio companiesgimviding them with financial
advisory and other services in connection with Bgettansactions. Each fund's general partneeisegally entitled to a carried inter
that allocates to it 20% of the net profits realif#em the fund's investments. See "—Traditionatd®e Equity Funds."

(3)  The last investment for each of the 1976 Fund, 1R8t, the 1982 Fund, the 1984 Fund and the 1986 ftuas liquidated on May 1
2003, July 11, 2003, August 15, 1988, July 17, 1898 December 29, 2004, respectively. The 1987 Enddhe 1993 Fund currently
each have one investment, and it is not known vthese funds will be liquidated.

(4)  The European Fund's capital commitments include-denominated commitments of €196.5 million. Weehagnverted these

amounts into U.S. dollars based on the exchangeravailing on the dates on which capital wasedall
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(5)  The European Fund II's capital commitments inclede-denominated commitments €2,597,160,000. We have converted tr
amounts into U.S. dollars based on the exchangeprawailing on (i) the dates on which capital waklled in the case of funded
commitments and (ii) March 31, 2007 in the caserdtinded commitments.

(6) The gross IRRs, net IRRs, and multiple of invesimpital are calculated based on our first ten ti@uil private equity funds, which
represent all of our private equity funds that hiaswested for at least 30 months.

Private Equity Investment Approac

Our approach to making private equity inirents focuses on achieving large multiples of étee capital and attractive IRRs by
selecting high-quality investments that may be netdstractive prices, applying rigorous standafddue diligence when making investment
decisions, implementing strategic and operatiohahges that drive value creation in the businessescquire, carefully monitoring
investments and making informed decisions whenldeirgg investment exit strategies. We believe thathave achieved a leading position
in the private equity industry by applying a didcipd investment approach and by building strongngaships with highly motivated
management teams who put their own capital at Yihken making private equity investments, we sedKkarge capitalization companies w
strong business franchises, attractive growth m@otsp defensible market positions and the abilityenerate attractive returns. We do not
participate in "hostile" transactions that are sigpported by a target company's board of directors.

Sourcing and Selecting Investments

We have access to significant opportunfoesnaking private equity investments as a resttiur sizeable capital base, our global
infrastructure and our worldwide network of consaat major companies, commercial and investmerkdydimancial intermediaries, other
investment and advisory institutions and politiealders. Members of our global network frequentigtact us with new investment
opportunities, including a substantial number aflesive investment opportunities and opportunitieg are made available to only a very
limited number of other firms, which has generagetstantial deal flow for us. We also proactivalyque business development strategies
that are designed to generate deals internallydbasé¢he depth of our industry knowledge and oputation as a leading financial sponsor.

To enhance our ability to identify and aomsnate private equity investments, we have orgdmze private equity professionals in
industry-specific teams that focus on the nine gtidusectors in which we are most active: chemjcaasumer products; energy and natural
resources; financial services; health care; inéhlstnedia and communications; retail and technpldgne investment professionals in eacl
our industry teams are responsible for developingtaork of industry experts and an in-depth urtdewding of their industry’'s economic
drivers, inherent risks and opportunities for vadueation. Each team is led by one of our princield staffed with three to five other
investment professionals. Industry teams work togieacross our offices and hold frequent confereatls to share ideas and identify
potential acquisition candidates. Former operagixgcutives have recently joined our firm to augnentindustry teams and lend an
additional operating perspective to our investnaalyses.

We believe that our industry-specific exjserprovides us with important proprietary investopportunities. We believe that our deep
and broad industry expertise enables us to identdyket opportunities and trends and provides tis avsignificant advantage when invest
in more complex and regulated industries, suchaaihg, insurance and power generation and trasgmnisUtilizing our insights and
industry contacts to access new markets or tatggegic acquisitions also helps us when we wotk wianagers to develop value-creating
strategies and, in some instances, can lead tti@ualirevenue opportunities for our portfolio coemes.
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Due Diligence and the Investment Decis

Once a private equity investment opportuhés been identified, the investment team theggponsible for the investment introduces
opportunity to our other equity professionals dgrime of our weekly video conference calls. Thedls provide a forum in which investme
teams may leverage the collective skills, expegsrand resources of all of our equity professioimat®nnection with the investment decis
process. When an investment team determines thatvastment proposal is worth serious consideratioe proposal is formally presented to
our equity investment committee and the due diligeprocess commences.

The objective of the due diligence prodeds identify attractive investment opportunitiessed on the facts and circumstances
surrounding an investment and to prepare a framethat may be used from the date of an acquisttaifrive operational achievement and
value creation. When conducting due diligence,iouestment teams evaluate a number of importaribbss, financial, tax, accounting,
environmental and legal issues in order to detegmihether an investment is suitable. In connedtibh the due diligence process, our
investment professionals spend significant amooftsne meeting with a company's management andatipg personnel, visiting plants a
facilities and speaking with customers and supglierorder to understand the opportunities andréssociated with the proposed investr
Our investment professionals also use the seratesatside accountants, consultants, lawyers, invest banks and industry experts as
appropriate to assist them in this process. Thasaldigence practices are monitored by our equitgstment committee, which must
approve an investment before it may be made, aed pfovide important insights for creating value® an investment is completed.

Building a Successful Busine

Once an investment is made in a portfatimpany, we and our outside consultants closely toptlie company's performance with the
objective of driving growth, enhancing profitabjliand optimizing longerm value for shareholders. We work closely witlinagement tean
to define strategic priorities and develop opeabndgets and encourage our portfolio compani@svist for future competitiveness,
improve operating efficiencies, make strategic &itjons and incentivize employees by giving thewnership in the business. We establish
clear monitoring guidelines to measure a portfobmpany's performance and frequently meet with neembf management to review the
company's financial and operating results andegiatpriorities. Our investment teams and the marsgf our portfolio companies appear
before our portfolio management committee at regatarvals to report on their progress and to utiscpotential areas of concern and
proposed solutions for addressing any issues thatantified.

Realizing Investmen

We have developed substantial expertisecfalizing private equity investments. From ourepiton through March 31, 2007, we
generated approximately $56.0 billion of cash pedsefrom the sale of our portfolio companies itiahpublic offerings, secondary offerin
recapitalizations and sales to strategic buyerseWite exit an investment, our objective is to dtriecthe exit in a manner that optimizes
returns for investors and, in the case of publidged companies, minimizes the impact that theh&s on the trading price of the company's
securities. We believe that our ability to succelégtealize investments is attributable in parttie strength and discipline of our portfolio
management committee and our longstanding reldtipasvith corporate buyers and members of the invest banking and investing
communities.
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Traditional Private Equity Funds
Overview

Most of the private equity funds that wersgor and manage have finite lives and investmenmnbgs. These funds are organized as
limited partnerships and are controlled by a gdnmgner. Fund investors are limited partners wahoee to contribute capital to the fund fr
time to time for use in qualifying investments dgrithe investment period, which generally lastsaupix years depending on how quickly we
are able to deploy the capital. Each fund's gempamher is entitled to a carried interest thadadtes to it 20% of the net profits realized from
the fund's investments. The instruments governingraditional private equity funds include clawkarovisions that require the general
partner of a fund to repay any excess amounts quelj received in respect of its carried interaipon liquidation of the fund, the general
partner has received carried interest distributiarexcess of the amount to which it is entitled@mnthe governing documents of the fund.
This feature operates only with respect to thestments of an individual fund and does not proVatenetting of gains and losses across
funds.

We enter into management agreements witlraditional private equity funds pursuant to whige generally receive management fees
in exchange for providing the funds with managenaertt other services. These management fees argatatt based on the amount of caj
committed to a fund during the investment period tiereafter on the cost basis of the fund's imrests, which causes the fees to be red
over time as investments are liquidated. These geanant fees are paid by our fund investors, wheigdly contribute capital to the fund in
order to allow the fund to pay the fees to us. fdunds generally allocate management fees acrossdand! investments and, as and when an
investment generates returns, 20% of the allocai@mtagement fee is deducted from the carried irttdraswe would otherwise receive.

We also generally enter into monitoringesggnents with our portfolio companies pursuant tatvkve receive periodic monitoring fees
in exchange for providing them with managementsadting and other services, and we typically ree¢ransaction fees from portfolio
companies for providing them with financial advigsaind other services in connection with specifimsactions. In some cases, we may be
entitled to other potential fees that are paid thyn@estment target when a potential investmenbtsconsummated. The terms of our fund
documents typically require us to share a portioany monitoring, transaction and other potentgs that are allocable to a fund with fund
investors in the form of a management fee reducfter reduction for certain expenses. These managefee reductions typically amount
80% of the amount of the monitoring, transactiod ather potential fees that are reasonably allectbh fund.

In addition, the governing agreements affands enable investors in those funds to redaei tapital commitments available for
further investments, on an investor-by-investoidas the event certain "key persons” in our itreent funds (for example, both of
Messrs. Kravis and Roberts) generally cease toedgtimanage the fund. The occurrence of such antevigh respect to any of our funds
would likely have a significant negative impactaur revenue, net income and cash flow.

Because fund investors typically are unngllto invest their capital in a fund unless thedis manager also invests its own capital in the
fund's investments, our private equity fund docutsigienerally require the general partners of @ditional private equity funds to make
minimum capital commitments to the funds. The ant®wifithese commitments, which are negotiated hy favestors, generally range from
2% to 3% of a fund's total capital commitmentsi@lfclosing. When investments are made, the gépartner contributes capital to the fund
based on its fund commitment percentage and acgaicapital interest in the investment that issutiject to a carried interest. Historically,
these capital contributions have been funded vaghdrom operations that otherwise would be distet to our principals and by our
principals. In addition, our principals and certather qualifying employees are permitted to inast have invested their own capital in side-
by-side investments with our private equity
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funds. Side-by-side investments are investmentemadhe same terms and conditions as those alsitathe applicable fund, except that
these side-byide investments are not subject to managemenbfessarried interest. In connection with the Reoiization Transactions, v
will not be allocated any of the capital contriluts made by the general partners of our funds fitire completion of the Reorganization
Transactions and this offering or any returns gateeron those contributions. We will, however, éguired to fund the general partners'
obligations with respect to future investments aedwill record investment income to the extent thatse investments generate profits. In
addition, we will not acquire any interest in afgesby-side investments in our portfolio comparttest our personnel have made alongside
our funds.

To the extent investors in our private &gfiinds suffer losses resulting from fraud, gnoesgligence, willful misconduct or other similar
misconduct, investors may have remedies againstungrivate equity funds, our principals or ouil@ftes under the federal securities law
and state law. While the general partners and tmexst advisers to our private equity funds, inahgdiheir directors, officers, other
employees and affiliates, are generally indemnifigdhe private equity funds to the fullest extpetmitted by law with respect to their
conduct in connection with the management of trerass and affairs of our private equity fundshsademnity does not extend to actions
determined to have involved fraud, gross negligemdiful misconduct or other similar misconduct.

The table below presents information aslafch 31, 2007 relating to the traditional privatpity funds that we will acquire an interest
in as part of the Reorganization Transactions. @hia has been adjusted to give effect to subséguemmitments to the 2006 Fund and the
Asian Fund, but does not otherwise reflect acqaisstor disposals of investments, changes in invest values or distributions occurring
after March 31, 2007.

As of March 31, 2007

Investment Period Amount Outstanding Investments
Fair
% Value
Committed Allocable
by to
Commencement End General General
Private Equity Fund Date Date Committed Partner Invested Realized Cost Fair Value Partner

($ in millions)

Asian Fund* — — $ 4,000.( 2.5% — — — — —
2006 Fund* 9/2006 9/2012 16,625.( 23 $ 1,236. —$ 1236..% 1,236.0i% 29.:
European Fund | 11/2005 11/2011 5,650.( 2.2 3,856.¢ — 3,856.¢ 4,218 162.
Millennium Fund 12/2002 12/2008 6,000.( 2.5 5881.($ 4,263. 5,127.¢ 6,990.. 538.¢
European Fun 12/1999 12/2005 3,085.: 3.2 3,085.: 3,942 1,674. 3,693.¢ 507.¢
* The committed amounts give effect to commitmenteired subsequent to March 31, 2007.

Asian Func

The Asian Fund is our newest private eqfuitd and was formed to make private equity investis in Asia. The fund is expected to
hold its final closing in the third quarter of 20@th an aggregate of $4.0 billion of capital conmeénts from fund investors, including a
$100 million commitment from the fund's generaltpar.

The investment period for the fund will amence on the date of the fund's first investmedtwill remain open for a period of up to six
years, unless terminated earlier in accordance tivélund's governing documen

2006 Fund

The 2006 Fund is one of the largest prieapaity funds ever raised and was formed to makmiar equity investments in the United
States and Canada, although the fund is permitteds/est up to 25% of capital in other jurisdicohe fund has an aggregate of
$16.6 billion of capital commitments from fund
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investors, including a $375 million commitment frahe fund's general partner and a $1.975 billianmitment from our private equity-
oriented permanent capital fund.

The investment period for the fund commenioeSeptember 2006 and will remain open for aqekedf up to six years, unless terminated
earlier in accordance with the fund's governingutioents. As of March 31, 2007, the fund had inve$te@ billion of capital in six
transactions, and the fund had $15.0 billion ofumdied capital commitments that could be used td additional investments. As of that di
the fund's outstanding investments were diversiiess six portfolio companies (all of which wprevately held) operating in four industry
sectors and had a fair value of $1.2 billion amast basis of $1.2 billion. As of March 31, 200¥% fund had entered into agreements to
acquire four additional portfolio companies.

European Fund |

The European Fund Il was formed to makegbei equity investments primarily in Europe, althouhe fund is permitted to invest in
other jurisdictions (excluding the United Stated &anada). The fund held its final closing in OeoB005, at which time it had received an
aggregate of $5.7 billion of capital commitmentanfirfund investors, including an approximately $b@llion commitment from the fund's
general partner. Our private equity-oriented pemnacapital fund has acquired a commitment of agprately $100 million in the European
Fund Il through secondary market transactions.

The investment period for the fund commenioeNovember 2005 and will remain open for a ped up to six years, unless terminated
earlier in accordance with the fund's governingutioents. As of March 31, 2007, the fund had inve$&8 billion of capital in 12
transactions, and the fund had $1.8 billion of mdied capital commitments that could be used to additional investments. As of that date,
the fund's outstanding investments were diversiéieass 12 portfolio companies (11 of which weiiggiely held) operating in five industry
sectors and had a fair value of $4.2 billion amast basis of $3.9 billion. As of March 31, 200 fund had not entered into any agreements
to acquire additional portfolio companies.

Millennium Fund

The Millennium Fund was formed to make ptévequity investments in the United States anda@analthough the fund was permitte
invest up to 20% of capital in other jurisdictioifie fund received an aggregate of $6 billion gfilzd commitments from fund investors. T
fund's capital commitments (all but $119 millionwatiich have been funded) include a $150 million sotment from the fund's general
partner. Our private equity-oriented permanenttafjiind has acquired a commitment of $235 miliiothe Millennium Fund through
secondary market transactions.

The investment period for the fund commenioeDecember 2002 and will expire in December 2Q08ess terminated earlier in
accordance with the fund's governing documentsiniguts investment period, the Millennium Fund fagested $5.9 billion of capital in 31
transactions through March 31, 2007. As of March28ID7, the fund's outstanding investments wererdified across 26 portfolio compan
(22 of which were privately held and five of whiakere publicly traded) operating in 11 industry sestand had a fair value of $7.1 billion
and a cost basis of $5.1 billion.

European Func

The European Fund was formed to make miggtity investments primarily in Europe, althodigh fund was permitted to invest in
other jurisdictions (excluding the United Stated &anada). The fund received an aggregate of $lidntof capital commitments from fund
investors. The fund's capital commitments (all dich have been funded) include a $100 million cotmrant from the fund's general partner.
Our private equity-oriented permanent capital fiad acquired a commitment of $320 million througbosdary market transactions. The
investment period for the fund commenced in DecerB89 and ended in November 2005 when the fursgbgad commitments became fu
drawn.
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During its investment period, the Europ€and invested $3.1 billion of capital in 14 trartsats. As of March 31, 2007, the fund's
outstanding investments were diversified acrosktgigrtfolio companies (six of which were privatélgld and two of which were publicly
traded) operating in six industry sectors and h&adravalue of $3.7 billion and a cost basis of@hillion.

Legacy Fund:

We currently manage three additional pevequity funds (the 1987 Fund, the 1993 Fund aed 896 Fund) whose investment periods
have ended. Because the general partners of thode &re not expected to receive meaningful prackech further realizations, we will not
acquire general partner interests in them in cammeevith the Reorganization Transactions. We vhithwever, continue to provide the legacy
funds with management and other services untif tiegiidation. While we do not expect to receiveamimgful fees for providing these
services, we do not believe that the ongoing adstration of the funds will interfere with our op#oas or cause us to incur any material
costs.

KKR Private Equity Investor:
Overview

KKR Private Equity Investors is an entistéd on Euronext Amsterdam and focused primanlynaking private equity investments
through or alongside our private equity funds bithwhe flexibility to make other types of "opponigtic investments," including credit and
public equity investments. Unlike our other privatplity funds, KKR Private Equity Investors haseapetual investment period and is
considered by to be a permanent capital vehicldhahfund investors generally are not entitletiawe their capital returned, although we t
adopted a policy to make limited cash distributifmosn the fund to allow fund investors to pay certax liabilities resulting from the fund's
investments. The closed-ended nature of the fuo@alus to continuously reinvest the fund's cag@tahew investment opportunities arise.

The fund consists of an upper-tier limipdtnership, which we refer to as the feeder ftimak makes all of its investments through a
lower-tier limited partnership, which we refer ®the master fund, of which it is the sole limifgdtner. Fund investors consist of limited
partners of the feeder fund and hold interestsesspting approximately $5.1 billion of cash conttibns that the feeder fund received in
connection with the fund's initial capitalizatidbther than amounts used to pay the fund's cagitadiz costs, the feeder fund contributed
substantially all of these capital contributionghte master fund for investment following the funcipitalization. The master fund makes
investments for the fund on its own, which we rééeas direct investments, and indirectly as atéichpartner of our other funds, which we
refer to as indirect investments.

Management Fees and Carried Inter

The feeder fund and master fund that cosepttie fund are controlled by separate generalgarthat are legally distinct from one
another. The feeder fund general partner genedaly not have an economic interest in the fund.ri&éster fund general partner, on the ¢
hand, has an economic interest in the fund thatentitle it to share in the profits generated g fund's direct investments after the fund's
capitalization costs have been recouped as dedanifider "—Creditable Amount.” This economic inténesl consist of:

. a carried interest that generally will allocatdhe master fund general partner 20% of the gainish@alized on direct private
equity investments that are made with fund invesSicapital (after any realized losses on otherctlippevate equity investments
have been recovered); and

. a carried interest that generally will allocatdhie master fund general partner 20% of the anmaa¢ase in the net asset value

of all other direct investments that are made Witid investors' capital above the highest net asdae at which an amount
was previously received pursuant to the carriegrést.
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Because the general partners of our otirets are allocated a portion of the gain that ieegeted by their investments, the master fund
general partner will not be entitled to a carrieiest with respect to the fund's indirect invesita. However, if the master fund acquires a
partner interest in one of our other funds frorhiedtparty, the amount of carried interest thatrttester fund general partner receives purs
to its carried interest may be adjusted to refleatized gains or losses relating to the valuédefacquired limited partner interest.

We have entered into a services agreemigintie feeder fund and master fund, their geneatiners and certain entities that hold the
fund's investments pursuant to which we have ag@edovide them with management and other servicesxchange for providing these
services, we generally are paid a quarterly basegement fee that is equal to approximately onetticaf the sum of (i) 1.25% of the fund's
net asset value up to and including $3 billion gi)sl% of the fund's net asset value in excessbillion. We are required to reduce the
amount of the base management fees that we chameylother management fees that the fund paysrinection with its investments and
certain other amounts that we receive in connegtiim the fund's investments as described under teditable Amount.” The services
agreement provides that we may not be removedeasetivice provider under the services agreemenssnle materially breach the
provisions of the agreement, engage in certainafatslliful misconduct or gross negligence, becadma@krupt or insolvent or are dissolved.

Creditable Amount

The master fund general partner has agregdnerally forego receiving a carried interesttenfund's direct investments until profits on
investments we would be entitled to receive a edrimterest or incentive payment on equal the 8iodpitalization costs, which we refer tc
the creditable amount. When calculating the fupdidits for the purposes of this requirement, weengot permitted to take into account the
profits that the fund recorded on temporary investta during the first year of its operations. Utité creditable amount is reached, we have
also generally agreed to reduce the managemettidees payable under our services agreement byuaofits on the fund's indirect private
equity investments that are allocated to genendhpes of our private equity funds. As of March 2007, $53.3 million of realized profits
generated by the fund's investments had been edetditvards the creditable amount, and the creeitaslount had a remaining balance of
$230.4 million.

Investment Agreeme

Because fund investors typically are uringilto invest their capital in a fund unless thedumanager also invests capital in the fund's
investments, we have entered into an investmeeeagent with the fund pursuant to which we haveejte periodically acquire limited
partner interests in the feeder fund in an amoqgunakto 25% of the pre-tax distributions on thed'srinvestments that are allocated to us or
our affiliates pursuant to a carried interest. Assult of the investment agreement, we expecetmgically acquire newly issued limited
partner interests in the feeder fund from timanwetin the future with a portion of the amountsttiva receive pursuant to a carried interest
that we receive in connection with the fund's itremnts.

In addition, in connection with the fundlgial capitalization, the master fund generaltpar contributed $10 million to the master fund
and a group of our principals and senior advisorgributed $65 million of cash to the feeder funagtkchange for limited partner interests in
the feeder fund. We will not be allocated thesetriioutions in connection with the Reorganizatiomfsactions or any profits generated by
their investment.

Investment Activitie

The fund's investment activities focus @ity on making private equity investments, althiodige fund has the flexibility to devote a
portion of its capital to opportunistic investmemsther asset classes, including credit and pudgjuity investments. The fund's current
investment policies and procedures provide foiinlrestment of at least 75% of the fund's adjust=ets in private equity investments and
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no more than 25% of the fund's adjusted assetpportunistic investments. The fund's "adjusted tass®nsist of the master fund's assets
the amount of indebtedness that the master furatde@s a liability in its financial statements.

The feeder fund received approximately $8llion of cash contributions from fund investansconnection with the fund's initial
capitalization, of which approximately $283.7 natiiwas used to pay the fund's capitalization carstsapproximately $4.8 billion was
contributed to the master fund for investment. Fthencommencement of the fund's operations on MayQ06 through March 31, 2007, the
master fund invested $2.4 billion of capital inf@8sate equity investments and $884 million of ¢akin opportunistic investments, while
making temporary fixed income investments withfimed's surplus capital. During this period, the taafund generated $407.4 million of |
income and made $38.9 million of distributions, &mel net assets of the master fund that were &ledea fund investors increased by
$367.7 million to $5.2 billion as of March 31, 2007

Excluding temporary investments, the mafsted's outstanding investments had a fair valu®306 billion as of March 31, 2007, of
which 56% was attributable to investments in Ndtherica, 39% was attributable to investments indperand 5% was attributable to
investments in Asia. The following table presenfsimation concerning the cost basis and fair valuese investments as of the date
indicated.

As of March 31, 2007

Direct Investments Indirect Investments All Investments

Investment Type Cost Basis  Fair Value  Cost Basis Fair Value Cost Basis  Fair Value

($ in millions)

Private equity investmen $ 208:$% 219¢3$ 644% 73¢$ 2,72¢$ 293¢
Opportunistic investmen
Credit — — 11€ 12¢ 11€ 12¢
Public equity 542 53¢ — — 542 53¢
Total 2,62¢ 2,73¢ 762 86¢ 3,39( 3,60¢
Temporary investmen 1,96¢ 1,96¢ — — 1,96¢ 1,96¢
Total investment $ 4592% 4702% 76z2% 8E&$ 535¢$% 557

In order to maximize the amount of capitat is invested by the fund at any time, the midsted has adopted an over-commitment
approach for making investments. As of March 30)72@he master fund had entered into contractuaheibments pursuant to which it had
committed to invest an additional $3.1 billion bétfund's capital in future transactions. Thesemidments consisted of commitments to fi
future capital calls by our other funds in whicle thaster fund had invested as well as commitmentsake direct co-investments in portfolio
companies that our other funds have agreed to mcduhe following table presents information comireg these commitments. Whether and
when these commitments will be consummated depamasnumber of factors, some or all of which maybtside of our control, and we
cannot assure you that any of these commitmentbeilunded.

As of March 31, 2007

Commitment Type Direct Investments Indirect Investments All Investments

($ in millions)

Private equity commitmen $ 1,217 $ 185 $ 3,072
Credit opportunistic commitmen — 58 58
Total commitment: $ 1217 $ 191 $ 3,13(

Credit

We believe the intellectual capital of @aople, our integrated global investment platford aur ability to effectively adapt our
investment strategies to market conditions allowousapitalize on investment opportunities at evewgl of a company's capital structure.
Commencing in 2004, we began to
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actively pursue debt investments as a separateadass and we now sponsor and manage a groufvatgrand publicly traded investment
funds that invest primarily in corporate debt inwesnts and manage structured finance vehicles.€TMuesls, which we refer to as credit
strategy funds, currently consist of KFN, a New K 8tock Exchange-listed debt vehicle and the KKRitBgic Capital Funds, three side-by-
side private credit strategy funds that invest pritg in the debt and equity of performing and iissed companies, and various debt
securitization vehicles. Our private equity-oriehpermanent capital fund, KKR Private Equity Ineest has the flexibility to make debt
investments on an opportunistic basis, includinggtments made through or alongside our creditegtyfunds, although we do not consider
it to be part of our credit strategy for managenmepbrting purposes.

As of March 31, 2007, our credit strateggds had approximately $8.2 billion of corporatbtdavestments, $11.9 billion of residential
mortgage investments, and $297.3 million of eqintiestments. We earn a management fee for managingedit strategy funds based on
the amount of capital under management in each #ia@f March 31, 2007, our credit strategy fundd 2.8 billion of capital, of which
$1.6 billion is related to KFN and consists of pamant capital and our credit strategy funds culyenanage $6.5 billion in structured
finance vehicles. We have a right to earn managefaen for managing our structured finance vehibksed on the amount of investments
under management within each vehicle.

Credit Experience

We have developed significant expertisdyaag the operations, performance and financialditton of companies to determine their
suitability for leverage and related investmentthigir debt. For example, since our inception, weehsponsored transactions that raised more
than $250 billion in initial debt, preferred stoakd other fixed income financing, and our fundsehaequired several financial services
companies with significant fixed income investmpattfolios. In connection with these activities, heave gained significant expertise in
managing credit risk and making credit determimegibased on a review of the operations, capitatstres, financial statements, quality of
earning and liquidation values and other factoas &ne relevant to the extension of credit. Additilty, we have been responsible for
identifying the investment, performing due diligerend determining the appropriate leverage for,camddinating the capital structure of, -
investment.

We commenced our credit investing operatiorAugust 2004 with the formation of KFN in orderdevelop a permanent capital base,
diversify our operations and capture opportunitiemake debt investments in fixed income investsidntconnection with the formation of
KFN, we hired additional investment professionaithwignificant experience evaluating and managielgt investments, including
investments in corporate loans and debt securitisgjential mortgage investments and other cprdidlucts, and we built a platform for
identifying, assessing, executing, monitoring agalizing debt investments. In October 2006 we lhedahe KKR Strategic Capital Funds,
three private side-by-side credit strategy fundsc@ntinue this growth, we are currently expandingdebt operations in both Europe and
Asia.

The table below presents information ratatio the historical performance of our credittetgg funds as of March 31, 2007. We
encourage you to review the cautionary note betmvafdescription of
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reasons why the future results of our credit sgpafends may differ from the historical resultsoafr credit strategy funds.

Annualized
Benchmark Return

Merrill
Lynch
Assets Annualized Lehman High
Under Annualized Net Total Aggregate Yield
Fund(1) Inception Management Gross IRR IRR(2) Investments(3) Bond Index Index
($ in millions)
KFN(4)(5) 200¢ $ 1,610.¢ 19.5% 17.1% $ 5,692.° 3.7% 9.1%
KKR Strategic Capital Funds
(6) 200¢ 1,141.( 41.: 34.% $ 2,809.! 5.€ 14.7
Total 2,751.¢ 8,502.:

(1)  Although our principals have invested their ownsperal capital in our credit strategy funds, we haeemade any direct capital
contributions to those funds as a general partnérmal manager.

(2)  The annualized net IRR represents the return oested equity after giving effect to payments of agement fees, incentive fees and
carried interest, as applicable, assumes reinvestoiall distributions and excludes non-investmexpienses. Returns for the KKR
Strategic Capital Funds, which were organized ito@er 2006, have been annualized based on actuahsdrom inception through
March 31, 2007 of 15.8%, which compares to actetirns for the Lehman Aggregate Bond Index andvtegill Lynch High Yield

Index of 2.8% and 7.0%, respectively, for the samgod.

(3)  Total investments include investments held direatig synthetically through total rate of return paand credit default swaps and
also includes both funds' pro rata interest inhtbielings of an unconsolidated affiliate.

()] KFN is a registered finance company listed on te&Nork Stock Exchange. KFN's management compak{R Kinancial Advisors
LLC, has entered into a management agreement kgtfuind pursuant to which it has agreed to prothe@egfund with management a
other services. In exchange for providing theseises, KKR Financial Advisors LLC is entitled tocesve a monthly base
management fee and a quarterly incentive fee. Sé&FN—Management and Incentive Fees."

(5) Excludes investments by KFN in residential mortghgeked securities, which totaled $11.9 billioro&March 31, 2007. In
connection with its restructuring, KFN has annouhttet it is evaluating various alternatives tougdg these types of investments.

(6) The KKR Strategic Capital Funds consist of threlediy-side private credit strategy funds. The manant company to the KKR
Strategic Capital Funds, KKR Strategic Capital Mgaraent, L.L.C., has entered into a management agreewith the funds pursue
to which it has agreed to provide the funds witmagement and other services. In exchange for prayitiese services, KKR
Strategic Capital Management L.L.C. is entitleddoeive a monthly management fee and an annuatitivedee. See "—KKR
Strategic Capital Funds—Management and Incenties Fe

When considering the data presented alymeeshould bear in mind that the historical resaftsur credit strategy funds are not
indicative of the future results that our funds naahieve and that the unrealized values presebi@eeanay not be realized in the future. For
example, as described below under "—KFN," in MaQ28FN consummated a restructuring plan that mgmiitantly affect the allocation
of the fund's investments among various assetedamsd could result in the early disposition of sanall of the fund's mortgage-related
investments or a sale of the fund's REIT subsididR Financial Corp. In addition, unlike most afrprivate equity funds, our credit
strategy funds invest in a wide variety of assassbs, which may generate a broad range of yielilsause future results to differ from time
to time based on relative asset allocations. Yaukhalso see "Private Equity Valuations and Rel&iata” for a description of how the

values in the table below were calculated.
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Debt Investment Approac

Our approach to making debt investmentages on creating investment portfolios that gereatitactive leveraged risddjusted return
on invested capital by using leverage, allocatiagital across multiple asset classes, selectinydiglity investments that may be made at
attractive prices, applying rigorous standardsu# diligence when making investment decisions,estilnjg investments to regular monitori
and oversight and making buy and sell decisionedas price targets and relative value parameféesemploy both "top-down" and
"bottom-up" analyses when making debt investmédis.top-down analysis involves a macro analysiselzdtive asset valuations, long-term
industry trends, business cycles, interest rate@sfions, credit fundamentals and technical fadimtarget specific industry sectors and asse
classes in which to invest. Our bottom-up analysikides a rigorous analysis of the credit fundatasrand capital structure of each credit
considered for investment and a thorough reviethefimpact of credit and industry trends and dymrarand dislocation events on such
potential investment.

Sourcing and Selecting Investments

We source debt investment opportunitiesugh a variety of channels, including our interh@hl generation strategies and our access to
a global network of contacts at major companiesamgorate executives, commercial and investmemtddinancial intermediaries, other
investment and advisory institutions and politieglders. Our credit strategy funds are also refyyteovided with opportunities to invest in
debt that our portfolio companies incur in conrattivith our private equity investments. These opputies may be significant. As of
March 31, 2007, our two credit strategy funds heleéstments totaling $2.0 billion in senior and auinated corporate loans, bridge loans
and debt securities of portfolio companies of auvaie equity funds.

Due Diligence and the Investment Decis

Once a potential investment has been ifiestiour credit professionals screen the oppotyemid make a preliminary determination
concerning whether we should proceed with a dugetiite investigation. When evaluating the suitgbdf a debt investment, we employ a
relative value framework and subject the investnterat rigorous credit analysis. Our review consgidamong other things, pricing terms,
expected returns, credit structure, credit ratihggprical and projected financial data, the conymcompetitive position, the quality and
track record of the company's management team,imsi@pility and industry and company trends. Qedi professionals use the service
outside accountants, consultants, lawyers, invastivenks and industry experts as appropriate istahem in the due diligence process and,
when relevant and permitted, leverage the knowleatgkeexperience of our equity professionals. Thiesediligence practices are monitored
by our debt investment committee, which must apgraw investment before it may be made.

Monitoring Investment

We monitor our portfolios of debt investrteensing daily, quarterly and annual analyses.daily analyses includes morning market
meetings, industry and company pricing runs, ingushd company reports and discussions with ouiteqvestment professionals on an as-
needed basis. Our quarterly analyses include #gapation of quarterly operating results, recoatidns of actual results to projections,
updates to financial models (baseline and stresssgand reviews of portfolios of debt by our detsestment committee. Our annual anal
involve preparing annual credit memoranda, condgdtiternal audits and testing compliance with rtarimg and documentation
requirements.

KEN
Overview

KFN is a finance company that commencedaijmns in July 2004 to invest in a broad rangameéstments. Since its formation, the fi
has issued over $1.6 billion of common stock testers
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through public and private offerings and is tradedhe New York Stock Exchange under the symboINKH his capital includes

$82.9 million of capital that was contributed by avestment professionals in their personal capaéis of March 31, 2007, insiders
consisting principally of KKR investment professads owned 12.1% of KFN's outstanding common stack €ully-diluted basis. As
described under "—Restructuring of the Fund froREAT; Diversification of Investments," prior to May 2007, KFN was organized as a
real estate investment trust, or REIT, and subsgdoeMay 4, 2007 is organized as a limited lighitompany. This change in corporate
structure will permit KFN to invest up to 100% & investments in corporate loans and debt seesiétind equity securities in the future.

Management and Incentive Fe

We have entered into a management agreenittnthe fund pursuant to which we have agreegrtwide it with management and other
services. In exchange for providing these servisesare entitled to receive:

. a monthly base management fee of 1.75% that is atedased on the fund's equity (which generalbalsulated as the sum
of (i) the aggregate net proceeds from the issuahtiee fund's common or preferred shares, (iisegoent to June 15, 2007,
the issuance of trust preferred securities, afd¢iained earnings adjusted for stock-based cosgten); and

. a quarterly incentive fee that is generally eqoahe amount by which the fund's (i) net incomddgleincentive fees and
stock-based compensation expenses) per weightedgevshare of the fund's common stock for the quarceeds (ii) an
amount equal to (A) the weighted average pricehathvthe fund's common stock was issued multiphiedhe (B) the greater
of (1) 2% and (2) 0.5% plus one-fourth of the ageraf the weekly average yield to maturity for Jay Treasury securities
during the quarter.

Our management agreement with KFN will awatically be renewed for successive one-year téoittaving December 31, 2007 unless
the agreement is terminated in accordance witteitas. The management agreement provides thatitidenfiay terminate the agreement only
if:

. the termination is approved at least 180 days poidtihe expiration date by at least tiirds of the fund's independent direc
or by the holders of a majority of the outstandshgres of the fund's common stock and the ternsimadi based upon (i) a
determination that our performance has been ufeectiisy and materially detrimental to the fund i9rd determination that tt
management and incentive fees payable to us afaingsubject to our right to prevent a terminatlyy reaching an agreement
to reduce our management and incentive fees), iohadase a termination fee is payable to us; or

. our subsidiary that manages the fund experientelsamge of control" or we materially breach thevisimns of the agreement,
engage in certain acts of willful misconduct orggmegligence, become bankrupt or insolvent odissmlved, in which case a
termination fee is not payable to us.

The fund uses structured finance vehidgwrovide term financing for its investments. Imnection with these transactions, we have
entered into collateral management agreementsthgtistructured finance vehicles where we earn aagement fee for providing
management services. As of March 31, 2007, we pauw@anently waived approximately $7.7 million inmagement fees. We evaluate such
waivers on a quarterly basis and do not expectaioavall such management fees in the future.

Investment Activitie

KFN's investment activities have historigdleen influenced by the fund's election to beethas a REIT. While the fund's investment
guidelines impose limited restrictions on the amaifrcapital that the fund may invest in any sgeakset class, industry or investment, in
order to maintain its qualification as a REIT, thad has been required to invest at least 75%safstets in real estate assets as defined in th
Internal Revenue Code and to generate at leastof %%gross income from real estate sources afehat 95% of its gross income from real
estate sources and other permitted passive sogrggsas
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dividends and interest. Due to these requiremémesfund historically has held a significant amoohtesidential mortgage loans and
mortgage-backed securities on its statement ohiiah condition, while using investments in corgerdebt and equity and applying varying
degrees of leverage to enhance returns.

As of March 31, 2007, the fund's investimamtfolio included multiple asset classes and gtdes. The following table presents
information concerning the amortized cost andValue of these investments by asset class as afatieeindicated.

As of March 31, 2007

Amortized
Investment Type(1) Cost Basis Fair Value

($ in thousands)

Residential mortgage loans and mort¢-backed securitie $ 11,932,69 $ 11,878,23
Corporate loans and debt securi 3,818,76: 3,874,79
Commercial real estate loans and debt secu 137,32¢ 138,25:
Marketable equity securitie 84,56 88,97¢
Non-marketable equity securities( 173,82 173,82
Total $ 16,147,147 $ 16,154,08

@ Investments exclude KFN's pro rata interest in omfe loans and debt securities of an unconsotidaffdiate totaling $739.1 million
and synthetic investments through total rate afrreéind credit default swap contracts.

2 Non-marketable equity securities consist primasilprivate equity investments that the fund has enaldngside our private equity
funds.

Restructuring of the Fund from a REIT; Diversificat of Investment

In May 2007, KKR Financial Corp. consumnthtiee implementation of a restructuring plan punsua which shares of common stocl
KKR Financial Corp. were exchanged for common shar&KFN, which became the parent company of KKRaRcial Corp. following the
exchange. The purpose of the fund restructuringte@sovide the fund with the flexibility to realiate a significant portion of its capital to
non-real estate investments, such as corporats kxahdebt securities and marketable and non-nadnllee¢quity investments. Compared to
real estate investments, these types of investnsitwrically have generated significantly greagturns on equity for the fund.

As of March 31, 2007, we estimate that apjpnately 34% of the fund's raised equity capitakvinvested in residential real estedatec
investments, approximately 54% of its raised eqcidtyital was invested in non-real estate-relatedstments, excluding marketable and non-
marketable equity securities, and approximately Hh29s raised equity capital was invested in méakie and non-marketable equity
securities, including its private equity investneerior the three months ended March 31, 2007 uthé'§ annualized return on its raised ec
capital invested in residential real estate invesits was approximately 8% and its annualized redarits raised equity capital invested in its
non-real estate investments, excluding marketatddenan-marketable equity securities, was approxipa&1%. Since the fund's inception
and through March 31, 2007, the fund has not redlany gains, losses, or income on its non-marketafuity security investments which
consist primarily of private equity investments.

We are evaluating various alternativestiucing the fund's residential real estate-relateelstments, including allowing our residential
real estate-related investments to pay down imtH@ary course or selling residential real estatated investments (which may include the
sale of all or part of the common stock of KKR Finel Corp.). We believe that, if we were to alltve fund's residential real estate-related
assets to pay down in the ordinary course, théoeslon of capital would occur over three
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or four years as our residential real estatated investments pay down as a result of bdtedided amortization and prepayments, althou
could take longer absent other liquidation straegkstimating the prepayment rates on our resaleetl estate-related investments is very
difficult because of factors that we cannot contmoaccurately predict such as future interestratel housing prices. The fund will also
consider selling certain residential real estatated investments.

KKR Strategic Capital Fund:
Overview

The KKR Strategic Capital Funds consisthogée side-by-side private credit strategy fundse KKR Strategic Capital Funds make
investments primarily in corporate debt and matietand non-marketable equity securities. InvestotBese funds consist of equity holders
who had previously contributed an aggregate of $ilibn of capital to the side-by-side funds adwdrch 31, 2007. These include
$87.7 million of capital contributed by our investm professionals in their personal capacity areb¥Lmillion of capital contributed by our
private equity-oriented permanent capital fund. Ttreds will be open to additional capital contrilouis from outside investors effective as of
January 1, 2008.

Each of the individual funds comprising KI€R Strategic Capital Funds has a perpetual lifé mvestment period and is permitted to
reinvest its capital and earnings. Fund investoeseatitled to have their equity returned to thénoagh redemptions of their equity interests
(at prices based on the relevant individual fupdévailing net asset value) only after the expiratof an applicable lockp period or upon tt
occurrence of certain other redemption events.ldtleup period is at least 25 months from the aditihe capital contribution in the case of
investors who have agreed to pay higher manageamehincentive fees and 60 months from the dathe€apital contribution in the case of
investors who have agreed to pay lower fees amrribdanterests, as described below. Each indivifiwad generally has the ability to limit t
amount of equity that may be redeemed at any tinietérests representing no more than 15% of itasset value at such time, and fund
investors are required to comply with certain nficovisions in order to redeem their equity.

Management and Incentive Fe

We have entered into management agreemateach primary fund comprising the KKR StrateGapital Funds pursuant to which we
have agreed to provide the primary fund with managyg and other services. Under the managementragreehat we have entered into v
each primary fund (and, in some cases, other doctsg®verning the individual fund), we generallg antitled to receive:

. with respect to investors who have agreed to a @atimlock-up period, (i) a monthly management fet ts equal to 0.1667%
(or 2.0% annualized) of the net asset value ofrttiidual fund that is allocable to those investand (ii) an annual incentive
fee or carried interest that is equal to 20% ofitlseease in the net asset value of the indiviflwad that is allocable to those
investors above the highest net asset value atwvaridncentive fee has previously been paid; and

. with respect to investors who have agreed to a @dtimlock-up period, (i) a monthly management fet ts equal to 0.1250%
(or 1.5% annualized) of the net asset value optimary fund that is allocable to those investard &i) an annual incentive f
or carried interest that is equal to 15% of thedase in the net asset value of the individual filwad is allocable to those
investors above the highest net asset value atwvardncentive fee has previously been paid.

Our management agreements with the indatitlinds comprising the KKR Strategic Capital Fundéautomatically be renewed for
successive one-year terms unless the agreemerityminated in accordance with their terms.
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Investment Activitie

The KKR Strategic Capital Funds' governiloguments do not impose any asset diversificaggnirements or limit the amount of
capital that may be invested in a single compamjuistry or geographic region. The funds' investnpentfolio, however, is generally
expected to consist of between 15 and 25 core timeggs that arise in connection with event-drived @alue-driven investment
opportunities. These investments are expectedrsistoprimarily of the debt and equity of perforgiand non-performing companies,
including leveraged bank loans, high yield bondbosdinated bonds, mezzanine bonds, preferred stogknarketable and non-marketable
equity instruments. The funds may also opporturadlfi invest a portion of its capital from timetime in other asset classes, such as real
estate assets, other physical assets and riskaramsassumption instruments.

As of March 31, 2007, the funds' outstagditvestments primarily consisted of corporate toand debt securities and marketable and
non-marketables equity securities. These investsngate diversified across over thirty industried bad an aggregate fair value of
$2.9 billion, of which 73% was attributable to istents in North America, 20% was attributableneestments in Europe and 5% was
attributable to investments in Asia. The followitadple presents information concerning the costfaimdralue of these investments.

As of March 31, 2007

Investment Type Cost Basis Fair Value

($ in millions)

Corporate loan $ 22078 $ 2,242¢
Corporate debt securiti 464.( 486.¢
Marketable equity securitie 20.t 22.C
Non-marketable equity securitis 18.4 18.4
Other asset classes | 82.C 82.C
Total $ 2,792° $  2,852.:

Q) Other asset classes consist primarily of crediadleswaps where the KKR Strategic Capital Funde tgther purchased or sold
protection.

Cautionary Note Regarding Historical Fund Performarce

The historical results for our private @gu@ind credit strategy funds included above maybeandicative of the future results that you
should expect from us. In particular, our fundsufe results may differ significantly from theirskarical results for the following reasons:

. the rates of returns of our funds reflect unrealigains as of the applicable valuation date that neaer be realized, which
may adversely affect the ultimate value realizednfthose funds' investments;

. you will not benefit from any value that was crehite our funds prior to your investment in the coamunits to the extent su
value has been realized;

. the historical returns of our funds and their fetperformance has been and will be affected by oeaonomic factors,
including factors that may not have been prevéletiie periods relevant to the return data above;

. in the past few years, the rates of returns of sohwair funds have been positively influenced muaber of investments that

experienced a substantial decrease in the averdiad period of such investments and rapid andtutiial increases in val
following the dates on which those investments weaele, trends and rates of return that are nototegeo continue;
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. our funds' returns have benefited from investm@mootunities and general market conditions that m@tyrepeat themselve
including favorable borrowing conditions in the tefarkets, and there can be no assurance thatioent or future funds will
be able to avail themselves of comparable investimgmortunities or market conditions or that sudrket conditions will
continue; and

. we may create new funds in the future that refledifferent asset mix in terms of allocations ambanmygls, investment
strategies, and geographic and industry exposure.

New Business Initiatives

Our principal growth strategy throughout éitm's 31-year history has been to expand oust#g private equity business and to enter
attractive new businesses. While most of our regemwth has come from our private equity and debviies, we believe significant growth
opportunities exist for developing new businesasire

Public Equity

Although our private equity-oriented permancapital fund and our credit strategy fundspamnitted to make investments in public
equity, we are currently in the process of expagdiar public equity capabilities and operationsiider to take advantage of a larger number
of the investment opportunities that we identifglgdlly and to further grow and diversify our asseider management. To achieve these
results, we have hired additional investment parebwho have specialized experience in the pulgjidtg markets.

Public Equity Experienc

Although our funds have historically focdsen private equity and debt investments, we haaraged investments in public equity
throughout our history. Initially, our public eguiinvestments consisted of minority and structiregstments in public companies that were
made by our private equity funds. More recently, pivate equity-oriented permanent capital fund aar two credit strategy funds have
provided us with more flexibility than traditiongtivate equity funds and an additional capital fasenaking equity investments in public
companies. Using this capital base, we have belert@abuild a new portfolio of public equity andusty-linked securities that had a market
value of $1.3 billion as of March 31, 2007.

Public Equity Investment Approa

Our approach to making public equity invesits generally seeks to leverage the intelleciagital developed in the course of our
traditional private equity business and focuseadneving attractive multiples of invested capéat IRRs by selecting fundamentals-driven
investment opportunities, applying rigorous staddaf due diligence when making investment decssiadding value to portfolio compan
where possible, subjecting investments to regulamitaring and oversight and making informed buy aalil decisions when realizing
investments. When making public equity investmentsseek out companies that have management tehmare willing to consider our
suggestions, strong business franchises, attragtoxgth prospects, sustainable competitive advastadefensible market positions and the
potential to generate attractive returns. We gdlyaizke a long-term approach when investing inlgubquity and avoid making investment
decisions based on short-term market volatility.

Sourcing and Selecting Investments.We believe that our public equity activities1bét significantly from our private equity busirses
as a result of both the company, industry and ntdmkewledge and experience that we have developedpaivate equity sponsor and the
source of public equity opportunities that our ptesequity operations provide. In particular, tlglowur private equity activities we
periodically identify opportunities to make suitalgublic equity investments that fall outside timeeistment scopes of our traditional private
equity funds due to such reasons as the relatheedgithe
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investment or the fact that the target may be umgiko sell control or has elected to pursue &erahtive transaction. Because our private
equity professionals and public equity speciabistsintegrated and share information, resourcemrése and best practices with one another,
we are able to leverage these opportunities whebelieve a public equity investment would be appiedp for a fund that has a broader
investment mandate.

Due Diligence and the Investment Decision.When evaluating the suitability of a public ggunvestment, we consider critical
business, financial, tax, accounting, environmeaital legal issues in order to determine whethesheaild proceed with the investment. Our
equity professionals perform a detailed financrallgsis of the target company and a comprehensigdm-up" and "top-down" review of
the target company and the industry in which itrafess. This review is often supported by field a#sk and, when appropriate, meetings with
management, operating personnel, customers andiexsgpgnd, at times, visits to plants and faciiti®ur equity professionals use the sen
of outside accountants, consultants, lawyers, invest banks and industry experts to assist thetimisrprocess. These due diligence practices
are monitored by our equity investment committeleictv must approve an investment before it may beéema

Creating Value. Once a public equity investment has been madeseek to work with the management team when Iplessi
implement strategies that are designed to enhdrarelsolder value. While public equity investmewtsidally do not offer the potential for us
to take an active role in the oversight of manageraad operations of a portfolio company, we baithat it is possible to drive value by
sharing our ideas, experience and suggestionsmadtragers, particularly with respect to strategitiatives. We believe that the experience
our equity professionals, who have direct expegemorking with management teams to improve opegatimd financial performance, helps
us identify areas of potential improvement in a pamy and provides us with a degree of credibiligt increases the willingness of managers
to consider implementing our suggestions.

Monitoring Investments. We monitor public equity investments with thgextive of detecting changes in underlying busines
fundamentals of portfolio companies as soon agtipedate. When monitoring an equity investment jpudlic company, we conduct regular
reviews of the financial and operating performaottthe company and apply a benchmarking analysiswie use to compare its performance
to the performance of its competitors. When possive seek to meet with management to review thdteeof our assessments. We also
monitor events and issues that are important teadh@panies in which our funds have made publictgdavestments and the industry sectors
in which they operate.

Buy and Sell Discipline. We avoid making buy and sell determinationspiablic equity investments based on short-termtilibjain
market prices. Instead, we make buy and sell dewdbased on achieving price targets, changessindss and industry fundamentals,
changes in our assessment of management credihilitgro-economic factors and other relevant consfabas. If the share price of a public
company in which a fund has made an investmentraéeg;lwe re-examine the investment to determindhveneur investment thesis is still
intact. If the thesis is still intact but the share&e has declined moderately, we may consideptive decline as an attractive buying
opportunity. If the thesis is still intact but thlkeare price has declined significantly, we may merghe price decline as creating an
opportunity to engage in a leveraged buyout. Ifttesis is not intact, we may consider exitingitheestment. When we exit a public equity
investment, our objective is to structure the ax& manner that optimizes our returns and ministhe impact that the exit has on the tra
price of the company's securities.

Capital Markets Activities

Capital markets activities represent ancofymity to efficiently increase our available ist@ent capital, capture certain financing fees
otherwise paid to third parties and earn incremantagins on committed capital. We are currentlifding this business in the United States,
Europe and Asia, which we believe will complememt asset management activities. We launched thisbhusiness initiative in order
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to permit us to syndicate a portion of the equftpur portfolio companies, which we believe willlpais increase the amount of third-party
capital that we are able to commit to individuahtsactions, grow our third-party assets under nemagt and capture additional income
streams. Further, by syndicating a portion of mmmitted equity to a broader investor base, weasaid partnering in certain investments
with large consortiums of private equity funds,réi®y retaining more operational and economic céfitroourselves. Over time, we may
expand our capital markets activities in a manhat tomplements our other business activities. Wi mot yet commenced our capital
markets activities, but expect to do so shortlgrafte receive all appropriate regulatory approeald licenses. See "Business—Regulation.”

Syndication and New Product Development

We intend to use our capital markets bissigimarily to supplement our existing capitabiag capabilities and the underwriting and
advisory services that our funds and portfolio camps currently receive from large investment baws anticipate that these activities
initially will focus on syndicating a portion of¢hequity that we commit to provide in our largeiwate equity transactions to a broader ba
investors, which we believe will enable us to netgieater control over our portfolio companies hatp us capture a greater portion of the
economics that are generated by our private equigstments. Our capital markets professionalsaisib focus on developing new products
that we believe will allow us to attract new inwastto the various asset classes that we manage.

Principal Investment

We do not intend to make principal investtsavith our capital markets business' capitahsnear term. Over time, we may consider
using our capital markets business to buy and setdirities for investment purposes provided thahawee sufficient regulatory capital to do
so. In those circumstances, we would expect tonace as an investor than as a market-maker. Olityabimake principal investments will
depend on our ability to grow the capital of oupital markets business over time. See "—Regulatibmited States—Regulation as a
Broker-Dealer."

Competition

We compete with other alternative assetagars for both investors and investment opporesmitDur competitors consist primarily of
sponsors of public and private investment fundsjrimss development companies, investment banksneooral finance companies and
operating companies acting as strategic buyersb#lieve that competition for investors is basedarily on investment performance;
business reputation; the duration of relationshijil investors; the quality of services providedneestors; pricing; and the relative
attractiveness of the types of investments thaé leeen or are to be made. We believe that congrefitr investment opportunities is based
primarily on the pricing, terms and structure gfraposed investment and certainty of execution.

Some of the entities that we compete wétlam alternative asset manager have greater falatesthnical, marketing and other resources
and more personnel than we do, and some of thgesritiat we compete with when managing credit@uic equity investments may have
longer operating histories, more established @tatiips or greater experience than we have wither#go those types of investments. Se\
of our competitors also have recently raised, erexipected to raise, significant amounts of capital have investment objectives that are
similar to the investment objectives of our fundjch may create additional competition for investrnopportunities. Some of these
competitors may also have lower costs of capitdlatess to funding sources that are not avaitahle, which may create competitive
disadvantages for us when sourcing investment oppities. In addition, some of these competitory imave higher risk tolerances, different
risk assessments or lower return thresholds, wtocid allow them to consider a wider range of itnesnts and to bid more aggressively 1
us for investments. Strategic buyers may also betalachieve synergistic cost savings or revemh@ecements
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with respect to a targeted portfolio company, whitdy provide them with a competitive advantageidding for such investments.

We expect to compete as a capital marketmbss primarily with investment banks and indejeen broker-dealers in the United States,
Europe and Asia and intend to focus our capitaketaractivities initially on syndicating and undeitimg offerings of our portfolio
companies' securities. While we intend to targstamers with whom we have an existing relationship expect that those customers will
have pre-existing relationships with our compesifanany or all of whom will have access to compesacurities transactions, greater
financial, technical or marketing resources or nes®blished reputations than us. Our lack of amaimg history as a capital markets
business could make it difficult for us to compweith broker-dealers, participate in capital markeasisactions of unaffiliated issuers or
successfully grow our capital markets business tives.

Employees

We believe that one of our primary stresgihd a principal reason for our success is thitgiaad dedication of our people. As of
June 30, 2007, we employed approximately 400 pespt&wide. The following table presents informaticoncerning these employees by
functional area.

Type As of June 30, 200
Equity and Credit Profession: 13¢
Finance, Accounting, Legal, Human Resources aratimdtion Technology Personr 98
Administrative Support Sta 162
Total 39¢

The following table presents informatiomcerning our most senior investment professiomaéssrs. Kravis and Roberts and the 23
other equity professionals named in the table eferned to elsewhere in this prospectus as ouidsenncipals.”

Years at

Location Age KKR Committee Membership

Equity and Credit:

Henry R. Kravis New York 63 31 Equity Investment Committee
Debt Investment Committee
Portfolio Management Committe

Menlo Park 63 31 Equity Investment Committee
Debt Investment Committee

Portfolio Management Committe

George R. Roberts

Equity:

Paul E. Raethe New York 60 27 Portfolio Management Committe
Michael W. Michelsor Menlo Park 55 26 Equity Investment Committe
James H. Greene, . Menlo Park 56 21 —

Perry Golkin New York 53 21 —

Johannes P. Hui London 46 8 Equity Investment Committe
Todd A. Fishel London 41 14 Equity Investment Committe
Alexander Naval New York 41 14 Equity Investment Committe
Jacques Gaialde London 50 4 —

Marc S. Lipschult: New York 38 12 —

Reinhard Gorenflo London 45 5 Portfolio Management Committe
Michael M. Calber Menlo Park 44 7T —

Scott C. Nuttal New York 34 1C Debt Investment Committe
Joseph Y. Ba Hong Kong 35 10 —

Brian F. Carroll New York 35 10 —

Adam H. Clamme Menlo Park 36 10 —
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Frederick M. Golt: Menlo Park 36 11 —

Oliver Haarmant London 39 8 —

Dominic P. Murphy London 39 2 —

John L. Pfeffe London 38 6 —

John K. Saer, J New York 50 6 —

Clive Hollick London 61 2 —

David H. Liu Hong Kong 36 1 —

Ming Lu Hong Kong 48 1 —

Credit:

Saturnino S. Fanl San Francisc 47 3 Debt Investment Committe
David A. Netjes San Francisc 48 3 Debt Investment Committe
Ryan J. Marsha San Francisc 39 1

Mark D. Lerdal San Francisc 48 1

Regulation

Our operations are subject to regulatiath supervision in a number of jurisdictions. Theeleof regulation and supervision to which we
are subject varies from jurisdiction to jurisdictiand is based on the type of business activitglired. We, in conjunction with our outside
advisers and counsel, seek to manage our busindsgparations in compliance with such regulatiod supervision. The regulatory and le
requirements that apply to our activities are stitfje change from time to time and may become mestrictive, which may make
compliance with applicable requirements more diftior expensive or otherwise restrict our abit@yconduct our business activities in the
manner in which they are now conducted. Changagpjiticable regulatory and legal requirements, idicig changes in their enforcement,
could materially and adversely affect our busireass our financial condition and results of operatioAs a matter of public policy, the
regulatory bodies that regulate our business gigtsvare responsible for safeguarding the inte@fityhe securities and financial markets and
protecting investors who participate in those merkather than protecting the interests of ourhatéers.

United States
Regulation as an Investment Advi

We have not registered as an investmerisadunder the Investment Advisers Act, althoughanein the process of doing so. After we
register as an investment advisor, we will be stuthifefederal and state laws and regulations pilyneatended to benefit the investor or clie
of the adviser. These laws and regulations impasews requirements that relate, among other thitogiiduciary duties that are owed to
investors and clients, maintaining an effective pbamce program, recordkeeping and reporting regouénts, disclosure requirements,
limitations on agency cross- and principal-transast between an investment advisor and its cliditese laws and regulations generally
grant supervisory agencies and bodies broad admaitive powers, including the power to limit or trést a registered investment adviser fr
conducting advisory activities in the event theiséwrfails to comply with those laws and regulasioBanctions that may be imposed for a
failure to comply with applicable legal requiremeiriclude the suspension of individual employeestdtions on the ability of an investme
advisor to engage in various advisory activitiessfoecified periods of time, the revocation of ségitions, other censures and fines.

Regulation as a Brok-Dealer

KKR Global Markets LLC, one of our subsiis, has filed applications to become a membéne@NASD and to become registered
broker-dealer with the SEC under the Exchange Adtwith the New York Securities Commission undemNéork state securities laws. A
broker-dealer is subject to legal requirements dogeall aspects of the securities business, inopdales and trading practices, public
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offerings, use and safekeeping of customers' fandssecurities, capital structure, record-keepimdyretention and the conduct and
qualifications of directors, officers, employeesiather associated persons. These requirementslatthe SEC's "uniform net capital rule,”
which specifies the minimum level of net capitaltth broker-dealer must maintain, requires a saarit part of the broker-dealer's assets to
be kept in relatively liquid form, imposes certagmuirements that may have the effect of prohigitirbroker-dealer from distributing or
withdrawing its capital and subjects any distribo or withdrawals of capital by a broker-dealendtice requirements. These requirements
also include rules that limit a broker-dealer'soraf subordinated debt to equity in its regulatoapital composition, constrain a broker-
dealer's ability to expand its business under tediecumstances and impose additional requiremehten the broker-dealer participates in
securities offerings of affiliated entities. Vidlats of these requirements may result in censfires, the issuance of cease-and-desist orders
revocation of licenses or registrations, the susipenor expulsion from the securities industryhaf broker-dealer or its officers or employees
or other similar consequences by regulatory bodies.

United Kingdom

Kohlberg Kravis Roberts & Co. Ltd., oneafr subsidiaries, is authorised in the United Kmgdunder the Financial Services and
Markets Act 2000, or "FSMA," and has permissioemngage in a number of corporate finance activiggsilated under FSMA, including
advising, dealing as principal or agent and arnaggieals in relation to certain types of investraeREMA and related rules govern most
aspects of investment business, including saleeareh and trading practices, provision of investradvice, corporate finance, use and
safekeeping of client funds and securities, regmatapital, record keeping, margin practices amt@dures, approval standards for
individuals, anti-money laundering, periodic repugtand settlement procedures. The Financial Ses\viathority is responsible for
administering these requirements and our compliantethem. Violations of these requirements magutein censures, fines, imposition of
additional requirements, injunctions, restitutioders, revocation or modification of permissionsegistrations, the suspension or expulsion
from certain "controlled functions” within the finaial services industry of officers or employeedqening such functions or other similar
consequences.

Other Jurisdictions

KKR Private Equity Investors, our privaguéy-oriented permanent capital fund, is licenasd Guernsey closed-end fund and is
subject to the ongoing supervision of the Gueri&agncial Services Commission, the Netherlands éuityhfor the Financial Markets and
the Luxembourg Commission de Surveillance du Sedtmancier. Under applicable legal requiremertits,ftind is required to give written
notice to the Guernsey Financial Services Commisisigespect of the occurrence of certain matteleting to the fund, including a change
our role as the fund's service provider or a changlee feeder fund's governing documents or geparner.

One of the KKR Strategic Capital Fundssigulated as a mutual fund by the Cayman Islandseldon Authority. As a regulated mutual
fund, the fund is required to comply with certaggistration, filing, information delivery and naticequirements and is subject to the ongoing
supervision of the Cayman Islands Monetary Autlyoiihe Cayman Islands Monetary Authority may subgeegulated mutual fund to
special audits and require the fund to provide sste information or records from time to time.l&ad to comply with requests by the
Cayman Islands Monetary Authority may result instahtial fines or may result in the Cayman IslakMdsetary Authority applying to a
court to have the fund terminated.
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Properties

Our principal executive and administratbféces are located in New York. We maintain addigl offices in Menlo Park, San Francis
London, Paris, Hong Kong and Tokyo. The followiagle presents information concerning these prageerti

As of March 31, 2007

Location Area Lease Expiration Date

(square feet)

New York 63,17( 4/201(-12/2014
Menlo Park 33,49¢ 8/200¢-3/2011
San Francisc 25,07¢ 7/2016

London 18,32¢ 3/201¢-10/2018
Paris 4,75¢ 10/2011

Hong Kong 9,78¢ 9/200¢-12/2011
Tokyo 8,01z 3/200¢-12/2016

We believe that our facilities are adegdateis to conduct our business activities. Albaf office space is leased. The most significant
terms of the lease arrangements for our officeespae the length of the lease and the amount aktiite Our leases have terms varying in
duration. The rent payable under our office leaseis significantly from location to location asesult of differences in prevailing market
conditions in different geographic locations. Werad believe that any single office lease is mateéad our business, results of operations or
financial condition. In addition, we believe théseadequate alternative office space availableeg@table rental rates to meet our needs,
although adverse movements in rental rates in soar&ets may negatively affect us when we enterrieto leases.

Legal Proceedings

We may be subject to potential liabilityden various legal actions that are pending or neagdserted against us in our ordinary cour
business. We believe that any liability that cooddimposed on us in connection with the dispositibsuch lawsuits would not have a
material effect on our business, results of openaticash flows or financial condition.

162




MANAGEMENT
Directors and Executive Officers

As is commonly the case with limited parshéps, our partnership agreement provides fonthragement of our business and affairs by
a general partner rather than a board of direc@us.Managing Partner which serves as our solergepartner has a board of directors th:
responsible for the oversight of our business dfaira and executive officers that are authorizgdhe board to act on behalf of our
Managing Partner in its capacity as our generahparPrior to the closing of this offering, we expthat three additional, independent
directors will be appointed to the board of direstof our Managing Partner so that a majority efloard of directors will consist of
independent directors.

The following table presents certain infation concerning the board of directors and exeeudificers of our Managing Partner.

Name Age Position with Managing Partner
Henry R. Kravis 63 Co-Chief Executive Officer and (-Chairman
George R. Rober 63 Co-Chief Executive Officer and (-Chairman
William J. Janetsche 45  Chief Financial Office

Henry R. Kravis co-founded KKR in 1976 and serves as Co-ChairmanGoChief Executive Officer of our Managing Partne
Currently, he participates in all the investmertivties of our business and serves on the Equitae$tment, Debt Investment and Portfolio
Management Committees. He is also a member ofdhedof directors of Legrand, KKR Private Equitydstors and Accel-KKR Company.
Prior to founding KKR, Mr. Kravis was a Partnettire Corporate Finance Department of Bear Stear@®&pany, where he pioneered the
use of leverage in acquisitions. He earned a BaxfClaremont McKenna College, and an M.B.A. fromiunbia Graduate School of
Business.

George R. Robertsco-founded KKR in 1976 and serves as Co-ChairmanCGoChief Executive Officer of our Managing Partne
Currently, he participates in all the investmertivdties of our business and serves on the Equitae$tment, Debt Investment and Portfolio
Management Committees. He is also a member ofdhedof directors of KKR Private Equity InvestorgdaAccel-KKR Company. Prior to
founding KKR, Mr. Roberts was in the Corporate icea Department of Bear Stearns & Company, whetzehame a partner at 29 and
where he pioneered the use of leverage in acaurisitiHe earned a B.A. from Claremont McKenna Cellegd a J.D. from the University of
California (Hastings) Law School.

William J. Janetschekjoined our firm in 1997 and serves as Chief Finan@ifficer of our Managing Partner. Prior to joigios, he wa
a Tax Partner with the New York office of Deloi&Touche LLP. Mr. Janetschek was with Deloitte &uthe for 13 years. He holds a B.S.
from St. John's University and an M.S., Taxatioanf Pace University, and is a Certified Public Acctant.

Managing Partner Board Structure and Practices

Matters relating to the structure and pcast of our Managing Partner's board of directoesgmverned by provisions of our Managing
Partner's limited liability company agreement amgl Delaware Limited Liability Company Act. The fmiing description is a summary of
those provisions and does not contain all of tfi@'mation that you may find useful. For additioirgbrmation, you should read the copy of
our Managing Partner's amended and restated lirtidtiitity company agreement that has been filedrasxhibit to the registration statement
of which this prospectus forms a part.

Independence and Composition of the Board of Direct

Upon the completion of this offering, wepext our Managing Partner's board of directors edtisist of five directors. While we are
exempt from New York Stock Exchange rules relatmgoard
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independence, our Managing Partner intends to miaiatboard of directors that consists of at laasijority of directors who are
independent under New York Stock Exchange rulegting to corporate governance matters.

Election and Removal of Director

The directors of our Managing Partner maekected and removed from office only by the \afta majority of the Class A shares of «
Managing Partner that are then outstanding. Eardopeslected as a director will hold office untdwiccessor has been duly elected and
qualified or until his or her death, resignatiomr@moval from office, if earlier. Class A sharehaysl are not required to hold meetings for the
election of directors with any regular frequency amay remove directors, with or without cause,rgt @me.

All of our Managing Partner's outstanding<s A shares are held by our senior principalslddiour Managing Partner's limited liability
company agreement, each Class A share is nonrahé without the consent of the holders of a nitgjof the Class A shares that are then
outstanding and each Class A share will autom#tital redeemed and cancelled upon the holder's déiaability or withdrawal as a
member of either our Managing Partner or KKR Had@inUpon the completion of the offering, Henry Kisaand George Roberts, the
Managing Partner's Co-Chairmen and Co-Chief Exeeuifficers, will collectively hold Class A shanepresenting % of the total voting
power of the outstanding Class A shares. Whileheeibf them acting alone will be able to direct éhection or removal of directors, they will
be able to control the composition of the boatthéfy act together. While Messrs. Kravis and Rolggtorically have acted with unanimity
when managing our business, they have not entetedny agreement relating to the voting of théas§ A shares following the completion
of this offering. See "Security Ownership."

Limited Matters Requiring a Class B Shareholder \&

Through our subsidiaries, we will hold vigiinterests in the general partners of a numbérrafs that were formed outside of the Un
States. Under our Managing Partner's limited ligbdompany agreement, our Managing Partner's bofditectors will be required to infor
the holders of our Managing Partner's Class B shafrany matter that is submitted to a vote ofttblelers of such voting interests and to
cause any voting interests that we hold througlsisidries to be voted in accordance with directi@teived from the holders of a plurality
the Class B shares providing such instructions. @acipals, including Messrs. Kravis and Robettd|ectively hold 100% of our Managing
Partner's outstanding Class B shares. See "Se€usitership.”

Action by the Board of Director

Our Managing Partner's board of directoay take action in a duly convened meeting in whicfuorum is present or by a written
resolution signed by all directors then holdinga&f When action is to be taken at a meeting obttead of directors, the affirmative vote of
two-thirds of the directors then holding officeréqjuired for any action to be taken other than wapect to a matter in which a director has
an interest. A matter in which a director has dar#st, if considered at a meeting of the boardirefctors, may be decided by the vote of two-
thirds of the disinterested directors then holdiffice to the extent that the interested directustains from voting on the matter.

Board Committee:

Prior to the completion of this offeringewexpect that our Managing Partner's board of glireavill establish an audit committee, a
conflicts committee, a nominating and corporateggnance committee and an executive committee tiladberate pursuant to written
charters as described below. Because we are &dimértnership, our Managing Partner's board isewptired by New York Stock Exchange
rules
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to establish a compensation committee or to caas®iminating and corporate governance committeensist solely of independent
directors or to meet other substantive New Yorlcktexchange corporate governance requirements.evttiel board will establish a
nominating and governance committee, we intenéltoan available exemptions concerning the commlgteomposition and mandate.

Audit Committet

Our Managing Partner's board of directoitsagtablish an audit committee that will be resgible for assisting the board of directors in
overseeing and monitoring (i) the quality and imitygof our financial statements; (ii) our compl@nwith legal and regulatory requirements;
(iiif) our independent registered public accounfiing's qualifications and independence and (iv)geeformance of our independent
registered public accounting firm. The membersefaudit committee will be required to meet theepehdence standards for service on an
audit committee of a board of directors pursuaRuée 10A-3 under the Exchange Act and New YorlcEtexchange rules relating to
corporate governance matters, and the chartenéoaudit committee will comply with those requirerse

Conflicts Committee

Our Managing Partner's board of directoitsestablish a conflicts committee that will besponsible for reviewing specific matters that
the board of directors believes may involve a donéf interest. The conflicts committee will det@ne if the resolution of any conflict of
interest submitted to it is fair and reasonableuppartnership. Any matters approved by the catsficommittee will be conclusively deemed
to be fair and reasonable to our partnership amé hoeach of any duties that may be owed to oithaiders. In addition, the conflicts
committee may review and approve any related parsmsactions, other than those that are approuesiipnt to our related person policy, as
described under "Certain Relationships and Rel@tety Transactions—Statement of Policy Regardiram3actions with Related Persons,"
and may establish guidelines or rules to coverifpeategories of transactions. The members oftth&licts committee will be required to
meet the independence standards for service ondinc@mmittee of a board of directors pursuarExechange Act and New York Stock
Exchange rules relating to corporate governancéensat

Nominating and Governance Commit

Our Managing Partner's board of directoitsagtablish a nominating and governance committeé will be responsible for identifying
and recommending candidates for appointment tbdlaed of directors and for assisting and advisirglioard of directors with respect to
matters relating to the general operation of therté@nd corporate governance matters.

Executive Committe

Our Managing Partner's board of directoitsegtablish an executive committee that will aghen necessary, in place of our Managing
Partner's full board of directors during periodsvimich the board is not in session. The executorarnittee will be authorized and empowe
to act as if it were the full board of directorsoverseeing our business and affairs, except thall inot be authorized or empowered to take
actions that have been specifically delegatedherdioard committees or to take actions with resioe@) the declaration of distributions on
our units; (ii) a merger or consolidation of ourtparship with or into another entity, (iii) a salease or exchange of all or substantially all of
our assets; (iv) a dissolution of our partnershipany action that must be submitted to a votewsfManaging Partner's unitholders or our
unitholders; or (vi) any action that may not beedglted to a board committee under our Managingn&@stlimited liability company
agreement or the Delaware Limited Liability Compauot. We expect that the executive committee wilhsist of Messrs. Kravis and
Roberts.
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Compensation Committee Interlocks and Insider Parttipation

Because we are a limited partnership, candging Partner's board of directors is not reguiyeNew York Stock Exchange rules to
establish a compensation committee. Our foundeessks. Kravis and Roberts, will serve as Co-Chairafe¢he board of directors of our
Managing Partner. For a description of certaindsations between us and our founders, see "Cé&tationships and Related Party
Transactions."

Executive Compensation
Compensation Discussion and Analysis

A primary objective of many companies willesigning executive compensation arrangementsdesto align the interests of top
executives with the interests of shareholders. pswate firm, one of our fundamental philosopHhi@s been to align the interests of our
people with the interests of our fund investors. Wdge sought to achieve such an alignment in teetheough the investment of a significant
amount of our own capital and the capital of oungipals in and alongside of the funds that we nyarend the ownership by our principal:
interests in the general partners of our fundsehttle them to a portion of the carried inteftbsit we receive with respect to fund
investments.

As a result, our Managing Partner's Co-Chieecutive Officers and our other senior principhaive not been paid any salary or bonus
and have instead received only cash distributionespect of their ownership interests in the ganmartners of our funds and investments
that they have made in or alongside our funds.\damaging Partner's CGhief Executive Officers and our other senior ppats also recei\
distributions in respect of their ownership intésda the management companies of our funds, wédech management, transaction,
monitoring, incentive and other potential fees. Wlour Managing Partner's Chief Financial Officed ather principals have received sale
and bonuses, the compensation that they have laééhgs been significantly based on the performahoar funds' investments and our
management companies and those individuals gepéiale derived a substantial amount of their firartmenefits through their ownership
interests in the general partners of our fundsianelstments that they have made in or alongsiddumds. In addition, in establishing
compensation for our Managing Partner's Chief Rér@rOfficer, we have taken into account his parfance for prior years, the length of
time he has been with us and his overall contrilmuto our business. Moreover, his overall compémsas significantly performance-based,
which we believe aligns his interests with theries¢s of our fund investors.

We believe that our philosophy of alignthg interests of our principals with the interesitsur fund investors through equity ownership
has been an important contributor to the growtharatessful performance of our firm. Because wiebelthat such an approach will further
our goal of creating long-term value for our unitters, we intend to continue to adhere to thisgatiphy when designing compensation
arrangements as a public company. Following theriwf§, our principals will hold equity interestsanr business through KKR Holdings a
as a result, will receive financial benefits fromr dusiness in the form of distributions and paytseaceived from KKR Holdings and the
appreciation in the value of the Group Partnershijps that KKR Holdings owns.

Our Managing Partner's board of directoterids to review our compensation policies peradicWhile the board of directors does not
have any plans to modify the compensation philogagharrangements described above, its directogsmake changes to the compensation
policies and decisions relating to one or moreviitidials based on the outcome of such a review.

Summary Compensation Tab

The following table presents summary infation concerning compensation that we paid or actfar services rendered by our three
executive officers, consisting of our two Co-CHiedecutive Officers and
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our Chief Financial Officer, in all capacities chgithe fiscal year ended December 31, 2006. We tefhese individuals in other parts of t
prospectus as our "named executive officers." Aswudised above under "—Compensation Discussion aaty#is," our Managing Partner's
Co-Chief Executive Officers historically have neteived salary or bonus and, instead, have recéivalcial benefits only through their
ownership interests in the general partners andagement companies of our funds and investmentshbgthave made in or alongside our
funds. While our Managing Partner's Chief Finan€i&lcer has received a salary and bonus, the cosgi®n paid to him has been
significantly based on the performance of our fuindsestments and he generally has derived a suttistamount of his financial benefits
through his ownership interests in the generahgastof our funds and investments that he has maatealongside our funds.

Summary Compensation Table

Non-Equity Nonqualified
Stock Option Incentive Plan Deferred All Other
Name and Principal Position Salary Bonus  Awards Awards Compensation Compensation Compensation Total
Henry R. Kravis — — — — — — $ $

Cc-Chief Executive Office

George R. Roberts — — — — — —
Co-Chief Executive Office

William J. Janetschek
Principal Financial Office

Director Compensation

Our Managing Partner was formed on Jun€@67 and has not paid any compensation to itstdire for their board service. Following
the completion of this offering, we intend to lirtfie individuals who receive compensation for theiard service to our Managing Partner's
independent directors. We expect to establish ousty compensation practices for our Managing Pdgtivedependent directors.

Non-Competition, Non-Solicitation and Confidentialty Agreements

In connection with this offering, we wilhter into a non-competition and non-solicitatiomeggment with each of Messrs. Kravis and
Roberts, our principals, most of our other prof@sal employees and specified senior administragersonnel. These agreements will
supersede and replace any other non-competitiomamdolicitation agreements with such individudlse contracting employees have also
entered into confidentiality agreements with usiclvtwill not be replaced. A description of the mrakterms of those agreements is included
under "Certain Relationships and Related Party Saations—Non-Competition, Non-Solicitation and Gdeftiality Agreements."

2007 Equity Incentive Plan

The board of directors of our Managing Rarintends to adopt the KKR & Co. L.P. 2007 Equitgentive Plan, or the 2007 Equity
Incentive Plan, before the effective date of thfering. The 2007 Equity Incentive Plan will allays to grant to certain of our employees non-
qualified options, unit appreciation rights, rested common units, phantom restricted common @amitsother awards based on our common
units and Group Partnership units.

IPO Date Equity Awards

At the time of this offering, we intenddoant to our employees who are not principals ajreggate of restricted common units
under our equity incentive plan, which restrictednenon units will be allocated based on each emplsyseniority. We will settle the
restricted common units granted to our non-prinogmaployees in the form of unrestricted commonsunitin cash. Holders of restricted
common units will not be entitled to any votinghig with respect to such restricted common units.réfer to these grants as "IPO Date
Equity Grants."
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SECURITY OWNERSHIP
Our Common Units and the Group Partnership Units

The following table sets forth the benefi@wnership of our common units and the Grouprieaship units, which are exchangeable for
our common units up to four times each year aftercompletion of this offering on a one-for-oneibasubject to customary conversion rate
adjustments for splits, unit distributions and assifications and compliance with other applicatdasfer restrictions, by:

. each person known to us to beneficially own moamth% of any class of the outstanding voting séiesrof our partnership;
. each of the directors, director nominees and naemedutive officers of our Managing Partner; and
. the directors, director nominees and executiveeff of our Managing Partner as a group.

The numbers of common units and Group Restrip units outstanding and the percentage offtegadeownership before this offering ¢

forth below are based on common units and Group Partnership units to be issued arstanding immediately prior to the offering
after giving effect to the Reorganization Trangatsi The numbers of common units and Group Pahipeusits outstanding and the
percentage of beneficial ownership after the afigset forth below are based on commats and Group Partnership units to be
issued and outstanding immediately after the cotigplef the offering and assume that the underngitid not exercise their option to
purchase up to an additional common drots us. Beneficial ownership is in each case deitezd in accordance with the rules of the
SEC.
Group Partnership Units
Cor_nmon Units and Spgqial Voting Units
Beneficially Ownedt Beneficially Ownedtt Percentage of Combined
Voting
Prior to Offering After the Offering Prior to Offering After the Offering Powertt
Prior to After
Name(1) Number Percent  Number Percent  Number Percent  Number Percent Offering Offering
Henry R. Kravis — — — —
George R. Rober — — — —
William J. Janetsche — —
Directors, director nominee
and executive officers as a
group (6 persons — —
* Less than 1%.
t Group Partnership units are exchangeable (togetiiletthe corresponding special voting units) for oammon units on a one-for-one

basis, subject to customary conversion rate adprstsrfor splits, unit distributions and reclassifions and compliance with
applicable transfer restrictions. See "Certain Ralahips and Related Party Transactions—Excharggeeinent." Beneficial
ownership of Group Partnership units reflectechis table has not also been reflected as benetiwiakrship of our common units for
which such Group Partnership units may be exchanged

tt On any matters that may be submitted to a voteiotiaitholders, the special voting units will prdgitheir holders with a number of
votes that is equal to the aggregate number of gsRartnership units that such holders then holdvwdhentitle such holders to
participate in the vote on the same basis as dtlralders. See "Description of Our Partnership Agnent—Meetings; Voting."

(1) The address of each beneficial owner is c/o KKR &gment LLC, 9 West 57th Street, 42nd Floor, NewkYNew York 10019.
Our Managing Partner

Our Managing Partner's outstanding limiteldility company interests consist of Class A glsamwhich are entitled to vote on the elec
and removal of directors and all other matters tiaae not been delegated to the board of directorsserved for the vote of Class B
shareholders, and Class B shares, which are eititieote only with respect to the manner in wocin subsidiaries vote any voting interests
that they hold in the general partners of our fymeiunds. Our founders, Messrs. Kravis and Robefitseach own % of the Class A shares
outstanding upon completion of the offering. Allmfr Managing Partner's other Class A shares withédd by our other senior principals
upon the completion of the offering. Our ManagirggtRer's Class B shares will be divided equally agno principals, each of whom will
hold less than 10% of the voting power of the CBishares. None of these shares provide thesersoldiln economic interests in our
business.
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S

The forms of the agreements described in this@eaetie filed as exhibits to the registration stagemtof which this prospectus forms a
part, and the following descriptions are qualifibd reference to all of the provisions of those agnents

Reorganization Transactions

Prior to the completion of this offeringewwill undertake the Reorganization Transactionsymant to which KKR Holdings will
contribute to the Group Partnerships the interiestse entities described under "Organizationall&trre—Group Partnerships" in exchange
for Group Partnership units. The amount of Grougirfeaship units that our existing owners will ragefor these interests will
represent % of the Group Partnership uhaswill be outstanding upon the completion a$ thffering, assuming that the underwriters
do not exercise their option to purchase additicoaimon units from us. In connection with the Reoigation Transactions, the Group
Partnerships will make one or more cash and in-Eisttibutions to our principals representing sahsally all of the cash-on-hand and
certain personal property of the management comfmargur private equity funds. If the offering hadcurred on March 31, 2007, we
estimate that the aggregate amount of such disinigiwould have been $ million. Howeveg #ctual amount of such distributions will
depend on the amount of the management comparsyisocehand at the time of the offering.

Exchange Agreement

In connection with the Reorganization Temt®ns, we will enter into an exchange agreemétht MKR Holdings, the entity through
which our existing owners, including Messrs. Kraaigl Roberts, our Managing Partner's co-Chief BiezOfficers, and Mr. Janetschek,
our Managing Partner's Chief Financial Officer vidlld their Group Partnership units, pursuant tictviKKR Holdings or transferees of its
Group Partnership units may up to four times eadr ysubject to the terms of the exchange agregraecitange Group Partnership units
held by them (together with corresponding speaiiing units) for our common units on a one-for-twasis, subject to customary conversion
rate adjustments for splits, unit distributions aedassifications. The Group Partnership unitsadse subject to applicable transfer
restrictions, and will not be exchangeable before . We have not yet determined how arghduture exchanges will be accounted for in
our consolidated financial statements. To the extteat Group Partnership units held by KKR Holdimgsts transferees are exchanged fot
common units, our interests in the Group Partnpsshill be correspondingly increased. Any commoitsureceived upon such an exchange
will be subject to any restrictions that were aggtile to the exchanged Group Partnership unitkjdimg any applicable transfer restrictions.

Registration Rights Agreement

Prior to the completion of the offering, wél enter into a registration rights agreementhWKKR Holdings pursuant to which we will
grant KKR Holdings, its affiliates and transfereésts Group Partnership units, including Messreas, Roberts and Janetschek, the right,
under certain circumstances and subject to cergainictions, to require us to register under theusities Act our common units (and other
securities convertible into or exchangeable or@gable for our common units) held or acquiredhimnt. Under the registration rights
agreement, holders of registration rights will h#fwe right to request us to register the sale @f tommon units and also have the right to
require us to make available shelf registratiotest@nts permitting sales of common units into tlaekat from time to time over an extended
period. In addition, holders of registration rigit#l have the ability to exercise certain piggykaegistration rights in connection with
registered offerings requested by other holderggistration rights or initiated by us.
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Tax Receivable Agreement

We and our intermediate holding comparnaxable corporation for U.S. federal income taxposes, may be required to acquire Group
Partnership units from time to time pursuant to exchange agreement with KKR Holdings. CertairhefGroup Partnerships intend to have
elections under Section 754 of the Internal ReveDaoe in effect for each taxable year in which xarhange of Group Partnership units for
common units occurs, which may result in an inaeeéaur intermediate holding company's share eftéix basis of the assets of the Group
Partnerships at the time of an exchange of Groum@&ahip units. These exchanges are expectedutt ie an increase in our intermediate
holding company's share of the tax basis of thgild@ and intangible assets of the Group Partngssiprimarily attributable to a portion of
the goodwill inherent in our business, that woubd etherwise have been available. This increasaxtbasis may increase (for tax purposes)
depreciation and amortization and therefore rediee@mount of income tax our intermediate holdiommpany would otherwise be required
to pay in the future. This increase in tax basiy alao decrease gain (or increase loss) on fuispositions of certain capital assets to the
extent tax basis is allocated to those capitaltasse

We will enter into a tax receivable agreameith KKR Holdings requiring our intermediate dalg company to pay to KKR Holdings
transferees of its Group Partnership units, inclgdViessrs. Kravis, Roberts and Janetschek, 85%ecdmount of cash savings, if any, in L
federal, state and local income tax that the inéeliate holding company actually realizes (or isntle@ to realize, in the case of an early
termination payment by our intermediate holding pany or a change of control) as a result of thisdase in tax basis, as well as 85% of the
amount of any such savings the intermediate holdorgpany actually realizes (or is deemed to rephizea result of increases in tax basis
arise due to future payments under the agreembig.pyment obligation is an obligation of our mtediate holding company and not of
either Group Partnership. We expect our intermedialding company to benefit from the remaining 1&%ash savings, if any, in income
tax that it realizes. In the event that other af cuwrrent or future subsidiaries become taxableoagorations and acquire Group Partnership
units in the future, or if we become taxable asmparation for U.S. federal income tax purposesgwgect that each will become subject to a
tax receivable agreement with substantially sintéams. For purposes of the tax receivable agregrash savings in income tax will be
computed by comparing the actual income tax lipbdf our subsidiary to the amount of such taxes the intermediate holding company
would have been required to pay had there beenanease to the tax basis of the tangible and iitténgssets of the Group Partnerships as a
result of the exchanges of Group Partnership amitshad the intermediate holding company not edtete the tax receivable agreement.
The term of the tax receivable agreement will comeeeupon the completion of this offering and wihtinue until all such tax benefits have
been utilized or expired, unless the intermedialdihg company exercises its right to terminatetthereceivable agreement for an amount
based on the agreed payments remaining to be nmaigg the agreement. Estimating the amount of pagsrtbat may be made under the tax
receivable agreement is by its nature imprecisafar as the calculation of amounts payable dependsvariety of factors. The actual
increase in tax basis, as well as the amount amddiof any payments under the tax receivable agee¢ will vary depending upon a num
of factors, including:

. the timing of exchanges—for instance, the incréasmy tax deductions will vary depending on the ffi@arket value, which
may fluctuate over time, of the Group Partnershijs which will depend on the fair market valuetlodé depreciable or
amortizable assets of the Group Partnerships aintteeof the transaction;

. the price of our common units at the time of theh@nge—the increase in any tax deductions, asasehe tax basis increase
in other assets, of the Group Partnerships, istijreroportional to the price of our common urdtghe time of the exchange;

. the extent to which such exchanges are taxabler-éxahange is not taxable for any reason (for nt&ain the case of a
charitable contribution), increased deductions niil be available; and
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. the amount, if any, our intermediate holding comp@required to pay and the timing of any suchrmpewt. If our intermediat
holding company does not have taxable income,litnet be required to make payments under theearivable agreement f
that taxable year because no tax savings will lhees actually realized.

We expect that as a result of the amoutti@increases in the tax basis of the tangibleimtadigible assets of the Group Partnerships,
assuming no material changes in the relevant tevalad that we earn sufficient taxable income tdizedhe full tax benefit of the increased
amortization of our assets, future payments urttetax receivable agreement will be substantiag Fdyments under the tax receivable
agreement are not conditioned upon our existingess/rtontinued ownership of us.

The intermediate holding company may teatdrthe tax receivable agreement at any time byngadn early termination payment to
KKR Holdings or its transferees, based upon thepretent value (based upon certain assumptiom®itak receivable agreement) of all tax
benefits that would be required to be paid by thermediate holding company to KKR Holdings ortitmsferees. In addition, the tax
receivable agreement provides that upon certailgengr asset sales, other forms of business conunsair other changes of control, the
minimum obligations of our intermediate holding quany or its successor with respect to exchangedauired Group Partnership units
(whether exchanged or acquired before or after sacisaction) would be based on certain assumptincsiding that our intermediate
holding company would have sufficient taxable ineotm fully utilize the increased tax deductions armteased tax basis and other benefits
related to entering into the tax receivable agregme

Decisions made by our senior principalthiecourse of running our business, such as wipeet to mergers, asset sales, other forms of
business combinations or other changes of comtray, influence the timing and amount of payments @ha received by an exchanging or
selling holder of partner interests in the Groupiaships under the tax receivable agreemente¥ample, the earlier disposition of assets
following an exchange or acquisition transactioft g@nerally accelerate payments under the taxivabke agreement and increase the
present value of such payments, and the disposifiassets before an exchange or acquisition tcéingawill increase an existing owner's 1
liability without giving rise to any rights of arxisting owner to receive payments under the tagivedble agreement.

Although we are not aware of any issue Waild cause the IRS to challenge a tax basis &sereour intermediate holding company will
not be reimbursed for any payments previously madker the tax receivable agreement if such basisase is successfully challenged by
the IRS. As a result, in certain circumstancesnpants could be made under the tax receivable agmemexcess of our intermediate
holding company's cash tax savings.

Group Partnership Agreements

As a result of the Reorganization Transexstj we will be the sole general partner of KKR dtttoldings L.P., and our intermediate
holding company will be the sole general partneKikR Management Holdings L.P. Accordingly, we walberate and control all of the
business and affairs of the Group Partnershipstanaiigh the Group Partnerships and their subsédiaconduct our business. We will have
unilateral control over all of the affairs and dgonh making of the Group Partnerships. Furthermeeegcannot be removed as the general
partner of KKR Fund Holdings L.P., and our internia¢el holding company cannot be removed as the gepartner of KKR Management
Holdings L.P., without, in either case, the appt@faKKR Holdings or its intermediate holding commes. Because our Managing Partner
will operate and control our business, our Manadtagner's board of directors and officers willrbsponsible for all operational and
administrative decisions of the Group Partnershims the day-to-day management of the Group Pahipstdusiness.

Pursuant to the partnership agreementseoGroup Partnerships, we, as the general partiéR Fund Holdings L.P., and our
intermediate holding company, as the general padhkKKR Management Holdings L.P., will have thght to determine when distributions
will be made to the holders of Group Partnershigstemd the amount of any such distributions. S#sttibution Policy."
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The partnership agreements of the GroumBaships will provide for tax distributions to thelders of Group Partnership units if the
general partners of the Group Partnerships deterthit distributions from the Group Partnershipsild@therwise be insufficient to cover
the tax liabilities of a holder of a Group Partigpsunit. Generally, these tax distributions widl bomputed based on our estimate of the net
taxable income of the relevant partnership alloeabla holder of a Group Partnership unit multghliy an assumed tax rate equal to the
highest effective marginal combined U.S. fedetalttesand local income tax rate prescribed for dividual or corporate resident in New
York, New York (taking into account the nondeduititip of certain expenses and the character ofiocome).

The partnership agreements of the GroumB=ships authorize the general partners of thei®Rartnerships to issue an unlimited
number of additional securities of the Group Paghips with such designations, preferences, rigittaiers and duties that are different from,
and may be senior to, those applicable to the GRarmerships units, and which may be exchangdabtaur common units.

Firm Use of Private Aircraft

Certain of our senior principals, includikigssrs. Kravis and Roberts, own aircraft that s for business purposes in the ordinary
course of our operations. They paid for the puretadghese aircraft with their personal funds aedrtall operating, personnel and
maintenance costs associated with their operafiba.hourly rates that we pay for the use of théseadt are based on current market rates
for chartering private aircraft of the same typee aid $6.5 million for the use of these aircraftidg the year ended December 31, 2006, of
which $ million was paid to entities colieely controlled by Messrs. Kravis and Roberts.

Side-By-Side and Other Investments

As described under "Business," because ifwktors typically are unwilling to invest thempital in a fund unless the fund's manager
also invests its own capital in the fund's investtagour private equity fund documents generaljune the general partners of our traditic
private equity funds to make minimum capital conmants to the funds. The amount of these commitmentieh are negotiated by fund
investors, generally range from 2% to 3% of a fanofal capital commitments at final closing. Whevestments are made, the general
partner contributes capital to the fund based ®fuitd commitment percentage and acquires a capitaibst in the investment that is not
subject to a carried interest. Historically, theapital contributions have been funded with casmfoperations that otherwise would be
distributed to our principals and by our principaiéth respect to investments in our private eqpiytfolio as of March 31, 2007,

Messrs. Kravis and Roberts and their investmeniclehhave funded $ million of capital calmited by the general partners towards
those investments.

In connection with the Reorganization Temt®ns, we will not acquire capital interestsriméstments that were funded by our princi|
or others involved in our business prior to thifeohg. Rather, those capital interests will beedited to our principals or others involved in
our business and will be reflected in our finanstaltements as a non-controlling interest in a@itegted entity to the extent that we hold the
general partner interest in the fund. Following ¢benpletion of this offering, any capital contritmrts that our private equity fund general
partners are required to make to a fund will bed&dby us and we will be entitled to receive oloaable share of the gain thereon.

In addition, our principals and certainathqualifying employees are permitted to invest hade invested their own capital in side-by-
side investments with our private equity funds.eSiy-side investments are investments made orathe serms and conditions as those
available to the applicable fund, except that thede-by-side investments are not subject to manegefees or a carried interest. The cash
invested by our executive officers and their inre=tt vehicles aggregated to $34.0 million for tearyended December 31, 2006, of which
$ million, $ million and $ milliowas invested by Messrs. Kravis, Roberts and dehek, respectively. These investments are not
included in the accompanying combined financialesteents. Certain of these individuals also owntgqaterests in KFN, the KKR Strategic
Capital Funds and KKR Private Equity Investors,ahithey hold in a personal capacity on the sanmesi¢hat have been extended to
unrelated third-party investors.
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Indemnification of Directors, Officers and Others

Under our partnership agreement, in mastioistances we will indemnify the following perspttsthe fullest extent permitted by law,
from and against all losses, claims, damages]itiabi joint or several, expenses (including lefgals and expenses), judgments, fines,
penalties, interest, settlements or other amowotsManaging Partner; any departing Managing Pgrarey person who is or was an affiliate
of a Managing Partner or any departing Managingnearany person who is or was a member, partagmatters partner, officer, director,
employee, agent, fiduciary or trustee of our padhi@ or our subsidiaries, the general partnemgrdeparting general partner or any affiliate
of us or our subsidiaries, the Managing Parthemgrdeparting Managing Partner; any person who vgas serving at the request of a
Managing Partner or any departing Managing Paxdnany affiliate of a Managing Partner or any dépgrManaging Partner as an officer,
director, employee, member, partner, agent, fidyaa trustee of another person; or any persorgdaséd by our Managing Partner. We h
agreed to provide this indemnification unless thee been a final and non-appealable judgmentdoye of competent jurisdiction
determining that these persons acted in bad faiémgaged in fraud or willful misconduct. We halsoaagreed to provide this
indemnification for criminal proceedings. Any indeification under these provisions will only be afitour assets. Unless it otherwise agr
the Managing Partner will not be personally liatole or have any obligation to contribute or loands or assets to us to enable us to
effectuate, indemnification. We may purchase inscesagainst liabilities asserted against and exgseinsurred by persons in connection \
our activities, regardless of whether we would hidneepower to indemnify the person against liabk#gitunder our partnership agreement. See
"Conflicts of Interest and Fiduciary Responsiléi#i—Fiduciary Duties."

Guarantee of Contingent Obligations to Fund Partnes; Indemnification

Our senior principals, including Messrsaltis and Roberts, have personally guaranteed seweral basis and subject to a cap, the
contingent obligations of the general partnerswfprivate equity funds to repay amounts to funaitkd partners pursuant to the general
partners' equity clawback obligations. As of MaBdh 2007, Messrs. Kravis and Roberts (in each twaggher with related investment
vehicles) had personally guaranteed approximately $nillion and $ million, respectivelyjt respect to our funds' clawback provisic
See "Business—Private Equity Investments—Traditi®mavate Equity Funds—Overview." These guarantedsch are limited to the
amount of the actual clawback obligation, will remautstanding following the completion of the Rgamization Transactions and this
offering. As of March 31, 2007, approximately $bilion of carried interest previously paid to theneral partners of our traditional private
equity funds remained subject to a potential futlasvback obligation. Based on the investment perémce of our traditional private equity
funds as of March 31, 2007, none of the generdhpes of those funds would have had to make anynpay under such a clawback
obligation as of such date. However, in connectiith those transactions, we will enter into an agnent with each of our personnel who has
entered into such a guarantee pursuant to whiclilvagree to indemnify such person for any liaieé$ incurred with respect to the
guarantee. This indemnification will not apply withspect to the legacy funds in which we will noqaire an interest in connection with the
Reorganization Transactions.

Facilities

Certain of our senior principals are pardria a real-estate based partnership that mas&airownership interest in our Menlo Park
location. Payments made from us to this partnerapgregated $1.8 million for the year ended Decer@be2006 of which $ was
allocable to each of Messrs. Kravis and Robertstheid investment vehicles.
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Non-Competition, Non-Solicitation and Confidentialty Agreements

In connection with this offering, we expézenter into a non-competition and non-soliaitatagreement with our principals and certain
other personnel. These agreements will supersetiesptace any other non-competition and non-salicih agreements with such
individuals. Each of our employees, whether oranobntracting employee under a non-competitionraordsolicitation agreement, is
required, whether during or after his or her empient with us, to protect and only use "confidentifddrmation" in accordance with strict
restrictions placed by us on its use and disclopursuant to firm policy and a confidentiality agneent entered into by our employees.

Statement of Policy Regarding Transactions with Ralted Persons

Prior to the completion of this offeringetboard of directors of our Managing Partner adlbpt a written statement of policy for our
partnership regarding transactions with relatedqes, which we refer to as our related person polur related person policy requires that a
"related person” (as defined as in Item 404(a) efiation S-K) must promptly disclose to our Chiafancial Officer or other designated
person any "related person transaction" (defineahggransaction, arrangement or relationshipedes of similar transactions, arrangements
or relationships, including, without limitation, yatoan, guarantee of indebtedness, transfer oelefreal estate, or use of company property)
that is reportable by us under Item 404(a) of Ratijuh S-K in which we were or are to be a partinipand the amount involved exceeds
$120,000 and in which any related person had dihaile a direct or indirect material interest) afidnaterial facts with respect thereto.
Those individuals will then promptly communicatetinformation to the board of directors of our Mgimg Partner. No related person
transaction will be consummated or will continugheut the approval or ratification of the boarddo®ctors or any committee of the board
consisting exclusively of at least three disinterdglirectors. It is our policy that directors igsted in a related person transaction will recuse
themselves from any vote on a related person teéinsan which they have an interest.
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CONFLICTS OF INTEREST AND FIDUCIARY RESPONSIBILITIE S
Conflicts of Interest

Conflicts of interest exist and may ariséhie future as a result of the relationships betweur Managing Partner and its affiliates,
including each party's respective owners, on tleeland, and our partnership and our limited pastrar the other hand. Whenever a
potential conflict arises between our Managing iraror its affiliates, on the one hand, and usngrlamited partner, on the other hand, our
Managing Partner will resolve that conflict. Ourfparship agreement contains provisions that redaceeliminate our Managing Partner's
duties, including fiduciary duties, to our unithetd. Our partnership agreement also restrictsaifmedies available to unitholders for actions
taken that without those limitations might congétbreaches of duty, including fiduciary duties.

Under our partnership agreement, our Marg@Biartner will not be in breach of its obligatiamsler the partnership agreement or its
duties to us or our unitholders if the resolutidrthe conflict is:

. approved by the conflicts committee, although oaniliging Partner is not obligated to seek such apfro

. approved by the vote of a majority of the outstagdiommon units, excluding any common units owngedulr Managing
Partner or any of its affiliates, although our Mgimg Partner is not obligated to seek such approval

. on terms no less favorable to us than those géndeihg provided to or available from unrelateddiparties; or

. fair and reasonable to us, taking into accountdtadity of the relationships among the partiesimed, including other
transactions that may be particularly favorablaavrantageous to us.

Our Managing Partner may, but is not rezplito, seek the approval of such resolution froenciinflicts committee or our unitholders. If
our Managing Partner does not seek approval frecdmflicts committee or our unitholders and itatobof directors determines that the
resolution or course of action taken with respedhe conflict of interest satisfies either of #iandards set forth in the third and fourth bullet
points above, then it will be presumed that in mghts decision the board of directors acted indyfaith, and in any proceeding brought by
or on behalf of any limited partner or us or anlyestperson bound by our partnership agreemenpetson bringing or prosecuting such
proceeding will have the burden of overcoming spidsumption. Unless the resolution of a conflicpscifically provided for in our
partnership agreement, our Managing Partner ocdhélicts committee may consider any factors iedetnes in good faith to consider when
resolving a conflict. Our partnership agreemenvijates that our Managing Partner will be conclugivyalesumed to be acting in good faith if
our Managing Partner subjectively believes thatibeision made or not made is in the best inteddtse partnership.

Potential Conflicts
Conflicts of interest could arise in thriations described below, among others.
Actions taken by our Managing Partner may affectefamount of cash flow from operations to our unittuers.

The amount of cash flow from operationg thavailable for distribution to our unitholdessaffected by decisions of our Managing
Partner regarding such matters as:

. the amount and timing of cash expenditures, indgdhose relating to compensation;
. the amount and timing of investments and dispasitio
. levels of indebtedness;
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. tax matters
. levels of reserves; and

. issuances of additional partnership securities.

In addition, borrowings by our partnershim our affiliates do not constitute a breach of @y owed by our Managing Partner to our
unitholders. Our partnership agreement provideswiesand our subsidiaries may borrow funds fromManaging Partner and its affiliates
terms that are fair and reasonable to us. Undepatinership agreement, those borrowings will etk to be fair and reasonable if (i) they
are approved in accordance with the terms of thim@eship agreement; (ii) the terms are no lessrie to us than those generally being
provided to or available from unrelated third pestor (iii) the terms are fair and reasonable tdaléng into account the totality of the
relationships between the parties involved, ingigdither transactions that may be or have beercplamy favorable or advantageous to us.

We will reimburse our Managing Partner and its afifates for expenses.

We will reimburse our Managing Partner @sdiffiliates for costs incurred in managing ampei@ting our partnership and our business.
For example, we do not elect, appoint or employdingctors, officers or other employees. All ofskqersons are elected, appointed or
employed by our Managing Partner on our behalf. g@@awmership agreement provides that our ManagartnBr will determine the expenses
that are allocable to us.

Our Managing Partner intends to limit its liabilityegarding our obligations.

Our Managing Partner intends to limit igility under contractual arrangements so thawtier party has recourse only to our assets,
and not against our Managing Partner, its assdts owners. Our partnership agreement providesatima action taken by our Managing
Partner to limit its liability or our liability imot a breach of our Managing Partner's fiducianyedy even if we could have obtained more
favorable terms without the limitation on liability

Our unitholders will have no right to enforce oblajions of our Managing Partner and its affiliatesnder agreements with us.

Any agreements between us on the one l@rttpur Managing Partner and its affiliates onatier, will not grant our unitholders,
separate and apart from us, the right to enfore®ttigations of our Managing Partner and its iatiés in our favor.

Contracts between us, on the one hand, and our Mgimg Partner and its affiliates, on the other, witlot be the result of arm's-length
negotiations.

Our partnership agreement allows our Mamg@lartner to determine in its sole discretion ampunts to pay itself or its affiliates for
any services rendered to us. Our Managing Partagraiso enter into additional contractual arrangemwith any of its affiliates on our
behalf. Neither our partnership agreement nor drnlgeoother agreements, contracts and arrangerhetw&en us on the one hand, and our
Managing Partner and its affiliates on the othex,a will be the result of arm's-length negotinsoOur Managing Partner will determine the
terms of any of these transactions entered int #its offering on terms that it considers are &id reasonable to us. Our Managing Partner
and its affiliates will have no obligation to petras to use any facilities or assets of our Mang@lartner and its affiliates, except as may be
provided in contracts entered into specificallylohgpwith such use. There will not be any obligatimf our Managing Partner and its affiliates
to enter into any contracts of this kind.
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Our common units are subject to our Managing Partrelimited call right.

Our Managing Partner may exercise its righdall and purchase common units as providediirpartnership agreement or assign this
right to one of its affiliates or to us. Our ManagjiPartner may use its own discretion, free ofdidry duty restrictions, in determining
whether to exercise this right. As a result, ahoider may have his common units purchased fromatiem undesirable time or price. See
"Description of Our Partnership Agreement—Limiteall@Right."

We may choose not to retain separate counsel forselves or for the holders of common units.

The attorneys, independent accountantotrats who have performed services for us regarthisgoffering have been retained by our
Managing Partner. Attorneys, independent accousntamd others who will perform services for us aleced by our Managing Partner or
conflicts committee, and may perform services far ldanaging Partner and its affiliates. We mayiresgparate counsel for ourselves or our
unitholders in the event of a conflict of interbstween our Managing Partner and its affiliateshenone hand, and us or our unitholders on
the other, depending on the nature of the confligt,are not required to do so.

Our Managing Partner's affiliates may compete witls.

Our partnership agreement provides thatvamaging Partner will be restricted from engagmgny business activities other than
activities incidental to its ownership of interestais. Except as provided in the non-competitimm-solicitation and confidentiality
agreements to which our principals will be subjatfiliates of the Managing Partner, includingatsners, are not prohibited from engagin
other businesses or activities, including thoséiight compete directly with us.

Certain of our subsidiaries have obligations to stors in our investment funds and may have obligas to other third parties that may
conflict with your interests.

Our subsidiaries that serve as the geparahers of our investment funds have fiduciary emctractual obligations to the investors in
those funds and some of our subsidiaries may hawiactual duties to other third parties. As a lteste expect to regularly take actions with
respect to the allocation of investments amongrotestment funds (including funds that have diffeériee structures), the purchase or sale of
investments in our investment funds, the structudghinvestment transactions for those funds, théca we provide or otherwise that comply
with these fiduciary and contractual obligatiomsatdition, our principals have made personal itaests in a variety of our investment
funds, which may result in conflicts of interestang investors in our funds or our unitholders rdgay investment decisions for these funds.
Some of these actions might at the same time aelyeaiffect our near-term results of operationsashcflow.

U.S. federal income tax considerations of our pripals may conflict with your interests.

Because our principals will hold their Gpa@artnership units directly or through entitiestthre not subject to corporate income taxation
and we hold Group Partnership units directly thfoagubsidiary that is subject to taxation as aa@tion in the United States, conflicts may
arise between our principals and our partnershating to the selection and structuring of investtseOur unitholders will be deemed to
expressly acknowledge that our Managing Partnender no obligation to consider the separate istsref such holders, including among
other things the tax consequences to our uniths)dedeciding whether to cause us to take or dec¢b take any actions.

Fiduciary Duties

Our Managing Partner is accountable tongsaur unitholders as a fiduciary. Fiduciary duteged to our unitholders by our Managing
Partner are prescribed by law and our partnergjrigesnent. The
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Delaware Limited Partnership Act provides that Delee limited partnerships may in their partnersigpeements expand, restrict or elimii
the duties, including fiduciary duties, otherwiseeal by a Managing Partner to limited partners &edpartnership.

Our partnership agreement contains vafwasgisions modifying, restricting and eliminatirfietduties, including fiduciary duties, that
might otherwise be owed by our Managing Partner.Haiee adopted these restrictions to allow our MargpBartner or its affiliates to enge
in transactions with us that would otherwise behfisited by state-law fiduciary duty standards amteke into account the interests of other
parties in addition to our interests when resolhdngflicts of interest. Without these modificatipnsir Managing Partner's ability to make
decisions involving conflicts of interest would tesstricted. These modifications are detrimentauounitholders because they restrict the
remedies available to our unitholders for actidra tithout those limitations might constitute hrlees of duty, including a fiduciary duty, as
described below, and they permit our Managing Rartim take into account the interests of thirdiparin addition to our interests when
resolving conflicts of interest.

The following is a summary of the materistrictions of the fiduciary duties owed by ourrdging Partner to our unitholders:

State Law Fiduciary Duty Standards Fidoeciduties are generally considered to includeldigation to act
in good faith and with due care and loyalty. In #isence of a provision in a
partnership agreement providing otherwise, the déigare would generally
require a general partner to act for the partnprshthe same manner as a
prudent person would act on his own behalf. Inabgence of a provision in a
partnership agreement providing otherwise, the déitgyalty would
generally prohibit a general partner of a Delawenged partnership from
taking any action or engaging in any transacti@t th not in the best interests
of the partnership where a conflict of interegbriesent

Partnership Agreement Modified Standards General

Our partnership agreement contains pronsstbat waive or consent to
conduct by our Managing Partner and its affiliatest might otherwise raise
issues about compliance with fiduciary duties guligpble law. For example,
our partnership agreement provides that when ouraddimg Partner, in its
capacity as our Managing Partner, is permitted teequired to make a
decision in its "sole discretion” or "discretiorn’'tbat it deems "necessary or
appropriate” or "necessary or advisable" then oan&yjing Partner will be
entitled to consider only such interests and factarit desires, including its
own interests, and will have no duty or obligat{iduciary or otherwise) to
give any consideration to ai
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factors affecting us or any limited partners]uiding our unitholders, and will
not be subject to any different standards impogetthé partnership
agreement, the Delaware Limited Partnership Actrater any other law, rule
or regulation or in equity. In addition, when ouaivaging Partner is acting in
its individual capacity, as opposed to in its cdfyaas our Managing Partner,
it may act without any fiduciary obligation to ustbe unitholders whatsoev
These standards reduce the obligations to whictMauraging Partner would
otherwise be helc

In addition to the other more specific psoans limiting the obligations
of our Managing Partner, our partnership agreerfugtiter provides that our
Managing Partner and its officers and director$ mat be liable to us, our
limited partners, including our unitholders, origases for errors of judgment
or for any acts or omissions unless there has adieral and non-appealable
judgment by a court of competent jurisdiction detiging that the Managin
Partner or its officers and directors acted in tagtth or engaged in fraud or
willful misconduct.

Special Provisions Regarding Affiliated Transac$i

Our partnership agreement generally previtiat affiliated transactions
and resolutions of conflicts of interest not invaly a vote of unitholders and
that are not approved by the conflicts committethefboard of directors of
our Managing Partner or by our unitholders must

. on terms no less favorable to us than those généeihg provided to ¢
available from unrelated third parties;

. "fair and reasonable" to us, taking into accouatttitality of the

relationships between the parties involved (inalgddther transactions
that may be particularly favorable or advantageouss).
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Rights and Remedies of Unitholders

If our Managing Partner does not seek amdrfsom the conflicts
committee or our unitholders and the board of dinecof our Managing
Partner determines that the resolution or coursetdn taken with respect to
the conflict of interest satisfies either of tharatards set forth in the bullet
points above, then it will be presumed that in mglts decision, the board of
directors acted in good faith, and in any procegdirought by or on behalf of
any limited partner, including our unitholders,cor partnership or any other
person bound by our partnership agreement, thepénsnging or
prosecuting such proceeding will have the burdesvefcoming such
presumption. These standards reduce the obligatiowkich our Managing
Partner would otherwise be he

The Delaware Limited Partnership Act getligiarovides that a limited
partner may institute legal action on behalf of plagtnership to recover
damages from a third-party where a general paltaerefused to institute the
action or where an effort to cause a general pattnéo so is not likely to
succeed. In addition, the statutory or case lasoafe jurisdictions may
permit a limited partner to institute legal actimm behalf of himself and all
other similarly situated limited partners to recodamages from a general
partner for violations of its fiduciary duties toetlimited partners

By purchasing our common units, each uhitbowill automatically agree to be bound by thevisions in our partnership agreement,
including the provisions described above. Thisiiaécordance with the policy of the Delaware LimhiRartnership Act favoring the principle
of freedom of contract and the enforceability oftparship agreements. The failure of a unitholdesign our partnership agreement does not
render our partnership agreement unenforceablastghiat person.

We have agreed to indemnify our Managingriéa and any of its affiliates and any membertnaat tax matters partner, officer, direc
employee, agent, fiduciary or trustee of our paship, our Managing Partner or any of our affilsagand certain other specified persons, tc
fullest extent permitted by law, against any andiogkes, claims, damages, liabilities, joint oresal, expenses (including legal fees and
expenses), judgments, fines, penalties, interetttements or other amounts incurred by our Marggiartner or these other persons. We |
agreed to provide this indemnification unless theage been a final and non-appealable judgmentdoyie of competent jurisdiction
determining that these persons acted in bad faiémgaged in fraud or willful misconduct. We halsoaagreed to provide this
indemnification for criminal proceedings. Thus, d&danaging Partner could be indemnified for its igght acts if it met the requirements set
forth above. To the extent these provisions puroiclude indemnification for liabilities arisingnder the Securities Act, in the opinion of
the SEC such indemnification is contrary to pupliticy and therefore unenforceable. See "DescripdioOur Partnership Agreement—

Indemnification."”
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DESCRIPTION OF OUR COMMON UNITS
Common Units

Our common units represent limited parintgrests in us. Our unitholders are entitled tdip@ate in our distributions and exercise the
rights or privileges available to limited partnersder our partnership agreement. We will be depengigon the Group Partnerships to fund
any distributions we may make to our unitholders.d&scribed under "Distribution Policy," the partihép agreements of the Group
Partnership will provide that until , distributions from the Group Partnerships, if amijl be allocated first to us and our intermediat
holding company until sufficient amounts have bsermallocated to permit us to make aggregate digtdbs to our unitholders of
$ per common unit on an annualizasis for such year. For a description of thetirdaights and preferences of holders of our
unitholders in and to our distributions, see "Digttion Policy." For a description of the rightsdaprivileges of limited partners under our
partnership agreement, including voting rights, "§&escription of Our Limited Partnership Agreemént.

Unless our Managing Partner determinesrafise, we will issue all our common units in underated form.
Transfer of Common Units

By acceptance of the transfer of our commnoits in accordance with our partnership agreenesth transferee of our common units
will be admitted as a unitholder with respect te tommon units transferred when such transfer dmission is reflected in our books and
records. Additionally, each transferee of our comruanits:

. will represent that the transferee has the capgoityer and authority to enter into our partnerglgpeement;
. will become bound by the terms of, and will be dedrto have agreed to be bound by, our partnergjigeaent;
. will give the consents, approvals, acknowledgemantswaivers set forth in our partnership agreepserh as the approval of

all transactions and agreements that we are egterio in connection with the Reorganization Trantiges and this offering.

A transferee will become a substituted tédipartner of our partnership for the transfeg@shmon units automatically upon the
recording of the transfer on our books and recadas.Managing Partner will cause any transfersetodzorded on our books and records no
less frequently than quarterly.

Common units are securities and are traaisfe according to the laws governing transfersegrities. In addition to other rights
acquired upon transfer, the transferor gives thestieree the right to become a substituted linpgather in our partnership for the transferred
common units.

Until a common unit has been transferredwnbooks, we and the transfer agent, notwithstanany notice to the contrary, may treat
the record holder of the common unit as the absauiner for all purposes, except as otherwise redquiy law or stock exchange regulatis
A beneficial holder's rights are limited solelythmse that it has against the record holder asudtref any agreement between the beneficial
owner and the record holder.

Transfer Agent and Registrar

will serve as rdgas and transfer agent for our common units. Y@y iwontact the registrar and transfer agent at the
following address:

181




DESCRIPTION OF OUR LIMITED PARTNERSHIP AGREEMENT

The following is a description of the material tarof our limited partnership agreement and is dfigdi in its entirety by reference to
of the provisions of our limited partnership agreser which we have included in Appendix A to thispectus. Because this description is
only a summary of the terms of our limited parthggsagreement, it does not contain all of the infation that you may find important. For
additional information, you should read the limitedrtnership agreement included in Appendix A te pinospectus, "Description of Comm
Units—Transfer of Common Units" and "Material UFg@deral Tax Considerations."

Managing Partner

Our general partner, or Managing Partndtmanage all of our operations and activitiesr ®anaging Partner will be authorized in
general to perform all acts that it determinesdmbcessary or appropriate to carry out our pugpasd to conduct our business. Our
Managing Partner will be wholly-owned by our pripais and certain of our former personnel and ctiattdy our founders. See
"Organizational Structure." Our unitholders wilMaaonly limited voting rights relating to certairatters affecting your investment and
therefore will have limited ability to influence magement's decisions regarding our business.

Organization
We were formed on June 25, 2007 and haergetual existence.
Purpose

Under our partnership agreement we wilpbamitted to engage, directly or indirectly, in dwsiness activity that is approved by our
Managing Partner and that lawfully may be conduttgd limited partnership organized under Delawawne

Power of Attorney

Each limited partner, and each person vdoyuiges a limited partner interest in accordandé wiir partnership agreement, grants to our
Managing Partner and, if appointed, a liquidatgrpaer of attorney to, among other things, exeantfile documents required for our
qualification, continuance, dissolution or terminat The power of attorney will also grant our Mgimy Partner the authority to amend, and
to make consents and waivers under, our partneegfigement and certificate of limited partnershiggach case in accordance with our
partnership agreement.

Capital Contributions

Our unitholders will not be obligated tokeaadditional capital contributions, except as dbsd below under "Limited Liability." Our
Managing Partner will not be obliged to make angited contributions.

Limited Liability

Assuming that a limited partner does notigigate in the control of our business within theaning of the Delaware Limited Partners
Act and that he otherwise acts in conformity wtik provisions of our partnership agreement, hislitg under the Delaware Limited
Partnership Act will be limited, subject to possileixceptions, to the amount of capital he is obdig&o contribute to us for his common units
plus his share of any undistributed profits anatssdf it were determined however that the rigihtexercise of the right, by the limited
partners as a group:

. to approve some amendments to our partnership ragregeor
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. to take other action under our partnership agreér

constituted "participation in the control" of ourdiness for the purposes of the Delaware LimitathBeship Act, then our limited partners
could be held personally liable for our obligatiamsler the laws of Delaware to the same extenuadanaging Partner. This liability would
extend to persons who transact business with usredsonably believe that the limited partner isankbing Partner. Neither our partnership
agreement nor the Delaware Limited Partnershipsfetifically will provide for legal recourse agdinsir Managing Partner if a limited
partner were to lose limited liability through afaylt of our Managing Partner. While this does maan that a limited partner could not seek
legal recourse, we know of no precedent for thietgf a claim in Delaware case law.

Under the Delaware Limited Partnership Aclimited partnership may not make a distributio partner if, after the distribution, all
liabilities of the limited partnership, other thiabilities to partners on account of their partirgerests and liabilities for which the recour$
creditors is limited to specific property of therfpeership, would exceed the fair value of the aseéthe limited partnership. For the purpose
of determining the fair value of the assets ofdtkd partnership, the Delaware Limited Partnergtdpprovides that the fair value of prope
subject to liability for which recourse of creditas limited will be included in the assets of tineited partnership only to the extent that the
fair value of that property exceeds the non-reaoliability. The Delaware Limited Partnership Acbpides that a limited partner who
receives a distribution and knew at the time ofdist¢ribution that the distribution was in violatiof the Delaware Limited Partnership Act
will be liable to the limited partnership for thenaunt of the distribution for three years. Undex Belaware Limited Partnership Act, a
substituted limited partner of a limited partnepsisi liable for the obligations of his assignontake contributions to the partnership, except
that such person is not obligated for liabilitiegknown to him at the time he became a limited marémd that could not be ascertained from
the partnership agreement.

Moreover, if it were determined that we &eonducting business in any state without compéanith the applicable limited partnership
statute, or that the right or exercise of the righthe limited partners as a group to remove place our Managing Partner, to approve some
amendments to our partnership agreement or todtilez action under our partnership agreement datesdi "participation in the control" of
our business for purposes of the statutes of deyant jurisdiction, then the limited partners @bk held personally liable for our obligatic
under the law of that jurisdiction to the same pk#s our Managing Partner. We intend to operagenmanner that our Managing Partner
considers reasonable and necessary or approgriptegerve the limited liability of the limited paers.

Issuance of Additional Securities

Our partnership agreement authorizes isste an unlimited number of additional partnersgpurities and options, rights, warrants
appreciation rights relating to partnership se@sifor the consideration and on the terms anditiond established by our Managing Partner
in its sole discretion without the approval of dinyited partners.

In accordance with the Delaware LimitedtRenship Act and the provisions of our partnergtgpeement, we may also issue additional
partner interests that have designations, prefesemights, powers and duties that are differemhfrand may be senior to, those applicable to
common units.

Distributions

Distributions will be made to the partnpre rata according to the percentages of theire@sge partner interests. See "Distribution
Policy."
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Amendment of the Partnership Agreement
General

Amendments to our partnership agreementimegyroposed only by or with the consent of our dpng Partner. To adopt a proposed
amendment, other than the amendments that do quiredimited partner approval discussed below, anaging Partner must seek apprt
of a majority of our outstanding voting units (a&fided below) in order to approve the amendmeiwtfira meeting of the limited partners to
consider and vote upon the proposed amendmentn®matter that may be submitted for a vote of auithwlders, the holders of Group
Partnership units will hold special voting unitsoar partnership that provide them with a numberaiés that is equal to the aggregate
number of Group Partnership units that they thdd had entitle them to participate in the vote loa $ame basis as our unitholders. See "—
Meetings; Voting." The Group Partnership unitseotthan the Group Partnership units held by ud,imtlally be owned by KKR Holdings,
which is owned by our principals and certain of farmer personnel and controlled by our founders.

Prohibited Amendmen
No amendment may be made that would:

(1) enlarge the obligations of any lindifgartner without its consent, except that any atmemt that would have a material
adverse effect on the rights or preferences ofcéems of partner interests in relation to othess#s of partner interests may be
approved by at least a majority of the type or<lafspartner interests so affected, or

(2) enlarge the obligations of, restiicany way any action by or rights of, or reducainy way the amounts distributable,
reimbursable or otherwise payable by us to our MamtaPartner or any of its affiliates without thensent of our Managing Partner,
which may be given or withheld in its sole disavati

The provision of our partnership agreenpeatenting the amendments having the effects destin clauses (1) or (2) above can be
amended upon the approval of the holders of at leas % of the outstanding voting units.

No Limited Partner Approve

Our Managing Partner may generally makerahmeents to our partnership agreement or certifichtenited partnership without the
approval of any limited partner to reflect:

(1) achange in the name of the partrigystie location of the partnership's principalggl@f business, the partnership's
registered agent or its registered office,

(2) the admission, substitution, withdedar removal of partners in accordance with thengaship agreement,

(3) achange that our Managing Partn&rdenes is necessary or appropriate for the pesitiy@to qualify or to continue our
qualification as a limited partnership or a parsidgp in which the limited partners have limitedbiléy under the laws of any state or
other jurisdiction or to ensure that the partngrshill not be treated as an association taxabke @srporation or otherwise taxed as an
entity for U.S. federal income tax purposes,

(4) an amendment that our Managing Padatermines to be necessary or appropriate teeaddaertain changes in U.S. federal
income tax regulations, legislation or interpretafi

(5) an amendment that is necessary g@rofhinion of our counsel, to prevent the partng@rshiour Managing Partner or its
directors, officers, agents or trustees, from hgueinmaterial risk of being in any manner subjettetthe provisions of the Investment
Company Act, the Investment Advisers
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Act or "plan asset" regulations adopted under ERM#ether or not substantially similar to plan asegulations currently applied or
proposed by the U.S. Department of Labor,

(6) an amendment that our Managing Padatermines in its sole discretion to be necessagppropriate for the creation,
authorization or issuance of any class or serigmahership securities or options, rights, walsantappreciation rights relating to
partnership securities,

(7) any amendment expressly permitteslinpartnership agreement to be made by our Magagntner acting alone,

(8) an amendment effected, necessitatedrtemplated by an agreement of merger, consaitar other business combinat
agreement that has been approved under the terms partnership agreement,

(9) any amendment that in the sole dismmenf our Managing Partner is necessary or apjatgpto reflect and account for the
formation by the partnership of, or its investmientany corporation, partnership, joint venturmited liability company or other
entity, as otherwise permitted by our partnersiigament,

(10) a change in our fiscal year or taxalaer and related changes,

(11) a merger with or conversion or convegato another limited liability entity that is nigviormed and has no assets, liabilities
or operations at the time of the merger, conversioconveyance other than those it receives byafdlye merger, conversion or
conveyance,

(12) an amendment effected, necessitatedrtemplated by an amendment to any partnershgeagent of the Group
Partnerships that requires unitholders of any pastrip of the Group Partnerships to provide a state, certification or other proof of
evidence regarding whether such unitholder is sulbjeU.S. federal income taxation on the incomeegated by the partnership of 1
Group Partnerships; or

(13) any other amendments substantiallylaino any of the matters described in (1) thro@®®) above.

In addition, our Managing Partner may makendments to our partnership agreement withowdppeoval of any limited partner if
those amendments, in the discretion of our ManaBagner:

(1) do not adversely affect our limiteatipers considered as a whole (including any pdaialass of partner interests as
compared to other classes of partner interes@jyrmaterial respect,

(2) are necessary or appropriate tofyadisy requirements, conditions or guidelines cim@d in any opinion, directive, order,
ruling or regulation of any federal or state or Adi$. agency or judicial authority or containedimy federal or state or non-U.S.
statute (including the Delaware Limited Partnership),

(3) are necessary or appropriate toifatél the trading of limited partner interestsmcomply with any rule, regulation,
guideline or requirement of any securities exchasmgevhich the limited partner interests are or Wwéllisted for trading,

(4) are necessary or appropriate foraotpn taken by our Managing Partner relating ldsspr combinations of units under the
provisions of our partnership agreement, or

(5) are required to effect the intentregsed in the registration statement of whichghispectus forms a part or the intent of
provisions of our partnership agreement or arerotise contemplated by our partnership agreement.
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Opinion of Counsel and Limited Partner Approval

Our Managing Partner will not be requiredbtain an opinion of counsel that an amendmelhnwi result in a loss of limited liability
the limited partners if one of the amendments diesdrabove under "—No Limited Partner Approval” sldooccur. No other amendments to
our partnership agreement (other than an amendpuesiiant to a merger, sale or other dispositicmseéts effected in accordance with the
provisions described under "—Merger, Sale or Obisposition of Assets") will become effective witlitdhe approval of holders of at
least % of the outstanding voting sinilnless we obtain an opinion of counsel to tfecethat the amendment will not affect the
limited liability under the Delaware Limited Partship Act of any of our limited partners.

In addition to the above restrictions, anyendment that would have a material adverse eaffettte rights or preferences of any type or
class of partner interests in relation to othessds of partner interests will also require the@yg of the holders of at least a majority of the
outstanding partner interests of the class so taffiec

In addition, any amendment that reducevthieg percentage required to take any action mestpproved by the affirmative vote of
limited partners whose aggregate outstanding vatiits constitute not less than the voting requéethsought to be reduced.

Merger, Sale or Other Disposition of Assets

Our partnership agreement will provide that Managing Partner may cause us to, among dihgs, sell, exchange or otherwise
dispose of all or substantially all of our assata single transaction or a series of related &etitns, including by way of merger,
consolidation or other combination, or approvedake, exchange or other disposition of all or saftslly all of the assets of our subsidiar
in each case, without the prior approval of thedbrd of our outstanding voting units. In additioar Managing Partner in its sole discretion
may mortgage, pledge, hypothecate or grant a $gdént@rest in all or substantially all of our asséncluding for the benefit of persons other
than us or our subsidiaries) without the prior appt of the holders of our outstanding voting un@sir Managing Partner may also sell all or
substantially all of our assets under any forcéel shany or all of our assets pursuant to thediosire or other realization upon those
encumbrances without the prior approval of the éaaf our outstanding voting units.

If conditions specified in our partnershigreement are satisfied, our Managing Partner roayest or merge us or any of our
subsidiaries into, or convey some or all of ouets$o, a newly formed entity if the sole purpobthat merger or conveyance is to effect a
mere change in our legal form into another limiiadility entity. The unitholders will not be eréd to dissenters' rights of appraisal under
our partnership agreement or the Delaware Limitdrership Act in the event of a merger or consaiah, a sale of substantially all of our
assets or any other similar transaction or event.

Election to be Treated as a Corporation

If our Managing Partner, in its sole disine, determines that it is no longer in our ingtseto continue as a partnership for U.S. federal
income tax purposes, our Managing Partner may tldeotat us as an association or as a publictietigpartnership taxable as a corporation
for U.S. federal (and applicable state) incomepapposes or may chose to convert to a corporation.

Dissolution
We will dissolve upon:

1) the election of our Managing Partiwedissolve us, if approved by the holders of aanigj of the voting power of our
outstanding voting units,
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2) there being no limited partners, asle/e are continued without dissolution in accoceanith the Delaware Limited
Partnership Act,

3) the entry of a decree of judicialstisition of us pursuant to the Delaware LimitedtiRanship Act, or

4) the withdrawal or removal of our Mgireg Partner or any other event that results igétssing to be our Managing Partner
other than by reason of a transfer of general paititerests or withdrawal or removal of our MamagPartner following approval and
admission of a successor, in each case in accardeitit our partnership agreement.

Upon a dissolution under clause (4), thiedrs of a majority of the voting power of our datsding voting units may also elect, within
specific time limitations, to continue our businesthout dissolution on the same terms and conastidescribed in the partnership agreement
by appointing as a successor Managing Partnerdavidaial or entity approved by the holders of a oniéy of the voting power of the
outstanding voting units, subject to our receipamfopinion of counsel to the effect that the actiauld not result in the loss of limited
liability of any limited partner.

Liguidation and Distribution of Proceeds

Upon our dissolution, the Managing Parstall act, or select one or more persons to adigaislator. Unless we are continued as a new
limited partnership, the liquidator authorized tmevup our affairs will, acting with all of the p@ns of our Managing Partner that the
liquidator deems necessary or appropriate in dgfjoent, liquidate our assets and apply the procekitie liquidation first, to discharge our
liabilities as provided in the partnership agreetast by law and thereafter to the limited partn@srata according to the percentages of
their respective partner interests as of a recatd selected by the liquidator. The liquidator rdefer liquidation of our assets for a
reasonable period of time or distribute assetattnprs in kind if it determines that an immedisdée or distribution of all or some of our
assets would be impractical or would cause undsgtio the partners.

Withdrawal or Removal of the Managing Partner

Except as described below, our Managingnawill agree not to withdraw voluntarily as thkanaging Partner prior to , 2017
without obtaining the approval of the holders ofeaist a majority of the outstanding voting unéscluding voting units held by our Manag
Partner and its affiliates, and furnishing an omindf counsel regarding tax and limited liabilitytrers. On or after , 2017, our
Managing Partner may withdraw as Managing Partritrowt first obtaining approval of any common upitdter by giving 90 days' advance
notice, and that withdrawal will not constituteialation of the partnership agreement. Notwithstagdhe foregoing, our Managing Partner
may withdraw at any time without unitholder appriowpon 90 days' advance notice to the limited magif at least 50% of the outstanding
common units are beneficially owned or owned obrdar controlled by one person and its affiliaadiser than our Managing Partner and its
affiliates.

Upon the withdrawal of our Managing Partaeder any circumstances, the holders of a majofitire voting power of our outstanding
voting units may select a successor to that witliohg Managing Partner. If a successor is not eteaieis elected but an opinion of counsel
regarding limited liability and tax matters canbetobtained, we will be dissolved, wound up anditigted, unless within 180 days after that
withdrawal, the holders of a majority of the votipgwer of our outstanding voting units agree intiwg to continue our business and to
appoint a successor Managing Partner. See "—Dissofuabove.

Our Managing Partner may not be removetaut its consent. Any removal of our Managing Paris also subject to the approval of a
successor Managing Partner by the vote of the lofe % of the voting power of our outstarglivoting units. Upon completion of this
offering, our principals will
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have % of the voting power in any voteof unitholders and will accordingly be able toyenet the removal of our Managing Partner.
See "—Meetings; Voting" below.

In the event of removal or withdrawal d/lanaging Partner, the departing Managing Partnkhave the option to require the succe:
Managing Partner to purchase the general parttenest of the departing Managing Partner for a pagtment equal to its fair market value.
This fair market value will be determined by agreatbetween the departing Managing Partner andubeessor Managing Partner. If no
agreement is reached within 30 days of the Managargner's departure, an independent investmekirgafirm or other independent
consultant selected by the departing Managing Bagnd the successor Managing Partner will detexitiia fair market value. If the
departing Managing Partner and the successor Magdgirtner cannot agree upon an expert within 45 dathe Managing Partner's
departure, then an expert chosen by agreemeng @xperts selected by each of them will deterntiedadir market value.

If the option described above is not exs&diby either the departing Managing Partner ostivteessor Managing Partner, the departing
Managing Partner's general partner interest with@atically convert into common units pursuant t@hiation of those interests as
determined by an investment banking firm or otlhelependent consultant selected in the manner teskin the preceding paragraph.

In addition, we will be required to reimbarthe departing Managing Partner for all amouutsttle departing Managing Partner,
including without limitation all employee-relatedbilities, including severance liabilities, incad for the termination of any employees
employed by the departing Managing Partner orfftkades for our benefit.

Transfer of General Partner Interests

Except for transfer by our Managing Parfeall, but not less than all, of its general partinterests in us to an affiliate of our Manag
Partner, or to another entity as part of the meogeonsolidation of our Managing Partner withmoianother entity or the transfer by our
Managing Partner of all or substantially all ofatssets to another entity, our Managing Partnermoayransfer all or any part of its general
partner interest in us to another person prior to , 2017 without the approval of the loklof at least a majority of the voting power of
our outstanding voting units, excluding voting srtield by our Managing partner and its affiliates.or after , 2017, our Managing
Partner may transfer all or any part of its genpaaitner interest without first obtaining approgény unitholder. As a condition of this
transfer, the transferee must assume the rightsiaties of the Managing Partner to whose intetegttransferee has succeeded, agree to be
bound by the provisions of our partnership agredrard furnish an opinion of counsel regarding leditiability matters. At any time, the
members of our Managing Partner may sell or trarafer part of their limited liability company terests in our Managing Partner without
the approval of the unitholders.

Limited Call Right
If at any time

(i) lessthan % of the thenuess and outstanding limited partner interests gf@dass (other than special voting units),
including our common units, are held by personsiothan our Managing Partner and its affiliates, or

(ii) any of the Partnership, or the MainggPartner or its directors, officers, trusteesg@ents are in any manner subjected to the
provisions of the Investment Company Act

our Managing Partner will have the right, whiclmiay assign in whole or in part to any of its adiés or to us, to acquire all, but not less than
all, of the remaining limited partner intereststué class held by
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unaffiliated persons as of a record date to becg=ieby our Managing Partner, on at least ten buimore than 60 days notice. The purchase
price in the event of this purchase is the greafter

(1) the current market price as of theedaree days before the date the notice is mailedl,

(2) the highest cash price paid by ounitsing Partner or any of its affiliates acting ancert with us for any limited partner
interests of the class purchased within the 90 gegrseding the date on which our Managing Paringtrrhails notice of its election to
purchase those limited partner interests.

As a result of our Managing Partner's righpurchase outstanding limited partner interestsylder of limited partner interests may have
his limited partner interests purchased at an urai#e time or price. The tax consequences to thaltier of the exercise of this call right are
the same as a sale by that unitholder of his comunds in the market. See "Material U.S. Federad Tansiderations—U.S. Taxes—
Consequences to U.S. Holders of Common Units—Sa&xchange of Common Units."

Sinking Fund; Preemptive Rights
We will not establish a sinking fund and widl not grant any preemptive rights with respcbur limited partner interests.
Meetings; Voting

Except as described below regarding a pessgroup owning % or more of our comnomiits then outstanding, record holders of
common units or of the special voting units to $mied to holders of Group Partnership units omaberd date will be entitled to notice of,
and to vote at, meetings of our limited partnerd tanact upon matters as to which holders of lithjjartner interests have the right to vote or
to act.

Except as described below regarding a pessgroup owning % or more of our comnomiits then outstanding, each record ho
of a common unit of our partnership will be entitk® a number of votes equal to the number of comuorots held. In addition, we will issue
special voting units to each holder of Group Paslim@ units that provide them with a number of gdteat is equal to the aggregate numb
Group Partnership units that they then hold andlehem to participate in the vote on the sam&das our unitholders. We refer to our
common units and our special voting units as "yptinits." If the ratio at which Group Partnershipts are exchangeable for our common
units changes from one-for-one as described ur@ertdin Relationships and Related Party Transastidtxchange Agreement,” the numi
of votes to which the holders of the special votimgts are entitled will be adjusted accordinglyglditional limited partner interests having
special voting rights could also be issued. Seessudnce of Additional Securities" above.

In the case of common units held by our &ang Partner on behalf of non-citizen assigneesManaging Partner will distribute the
votes on those common units in the same ratioseagdtes of partners in respect of other limitednga interests are cast. Our Managing
Partner does not anticipate that any meeting dhalders will be called in the foreseeable futuay action that is required or permitted tc
taken by the limited partners may be taken eitharraeeting of the limited partners or without aetiveg, without a vote and without prior
notice if consents in writing describing the actsmntaken are signed by limited partners owningess than the minimum percentage of the
voting power of the outstanding limited partneeneists that would be necessary to authorize ortheteaction at a meeting. Meetings of the
limited partners may be called by our Managing iarbr by limited partners owning at least 50% orenof the voting power of the
outstanding limited partner interests of the cfassvhich a meeting is proposed. Unitholders matewaither in person or by proxy at
meetings. The holders of a majority of the votimgvpr of the outstanding limited partner interegtthe class for which a meeting has been
called, represented in person or by proxy, willstdnte a quorum unless any action by
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the limited partners requires approval by holdéra greater percentage of such limited partnerésts, in which case the quorum will be the
greater percentage.

However, if at any time any person or gréogher than our Managing Partner and its affifata a direct or subsequently approved
transferee of our Managing Partner or its affigdtacquires, in the aggregate, beneficial ownership % or more of any class of our
common units then outstanding, that person or gwalipose voting rights on all of its common unasd the common units may not be voted
on any matter and will not be considered to betanting when sending notices of a meeting of uldirs, calculating required votes,
determining the presence of a quorum or for otheila purposes. Common units held in nominee meftname account will be voted by
broker or other nominee in accordance with theiresibn of the beneficial owner unless the arrangeinbetween the beneficial owner anc
nominee provides otherwise.

Status as Limited Partner

By transfer of common units in accordand® wur partnership agreement, each transfereerofimon units will be admitted as a limited
partner with respect to the common units transfewken such transfer and admission is reflectemiimbooks and records. Except as
described under "—Limited Liability" above, in opartnership agreement or pursuant to Section 1708@# Delaware Limited Partnership
Act (which relates to the liability of a limited gaer who receives a distribution of assets upentinding up of a limited partnership and
who knew at the time of such distribution that &sain violation of this provision) the common unitiil be fully paid and non-assessable.

Non-Citizen Assignees; Redemption

If we are or become subject to federatesta local laws or regulations that in the deteattion of our Managing Partner create a
substantial risk of cancellation or forfeiture ofygoroperty in which the partnership has an intdsesause of the nationality, citizenship or
other related status of any limited partner, we meaieem the common units held by that limited pr#t their current market price. To av
any cancellation or forfeiture, our Managing Partmay require each limited partner to furnish imfation about his nationality, citizenship
or related status. If a limited partner fails tonfish information about his nationality, citizernghur other related status within 30 days after a
request for the information or our Managing Partheermines, with the advice of counsel, afteriptaa the information that the limited
partner is not an eligible citizen, the limited to@r may be treated as a non-citizen assignee nAcitiizen assignee does not have the right to
direct the voting of his common units and may maieive distributions in kind upon our liquidation.

Indemnification

Under our partnership agreement, in mastioistances we will indemnify the following perspttsthe fullest extent permitted by law,
from and against all losses, claims, damageslitiabi joint or several, expenses (including lefgas and expenses), judgments, fines,
penalties, interest, settlements or other amounts:

. our Managing Partner;

. any departing Managing Partner;

. any person who is or was an affiliate of a Manad®agtner or any departing Managing Partner;

. any person who is or was a member, partner, tatensgtartner, officer, director, employee, agadtjdiary or trustee of us or

our subsidiaries, the Managing Partner or any dieygplManaging Partner or any affiliate of us or subsidiaries, the
Managing Partner or any departing Managing Partner;
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. any person who is or was serving at the requesthdanaging Partner or any departing Managing Padnany affiliate of ¢
Managing Partner or any departing Managing Padeem officer, director, employee, member, par@gent, fiduciary or
trustee of another person; or

. any person designated by our Managing Partner.

We will agree to provide this indemnificatiunless there has been a final and non-appeglatgment by a court of competent
jurisdiction determining that these persons aateabid faith or engaged in fraud or willful miscoetuVe will also agree to provide tf
indemnification for criminal proceedings. Any indeffication under these provisions will only be @fitour assets. Unless it otherwise agr
the Managing Partner will not be personally liatole or have any obligation to contribute or loands or assets to us to enable us to
effectuate indemnification. We may purchase insteaagainst liabilities asserted against and expgensarred by persons for our activities,
regardless of whether we would have the powerderimify the person against liabilities under outqership agreement.

Books and Reports

Our Managing Partner is required to kegmrayriate books of the partnership's business mponcipal offices or any other place
designated by our Managing Partner. The booksheilnaintained for both tax and financial reporfgposes on an accrual basis. For tax
and financial reporting purposes, our year endBecember 31.

As soon as reasonably practicable afteetfieof each fiscal year, we will furnish to eaelntper tax information (including a
Schedule K-1), which describes on a U.S. dollaisssch partner's share of our income, gain, lodsdgduction for our preceding taxable
year. It will require longer than 90 days after &mal of our fiscal year to obtain the requisit@infation from all lowe-tier entities so that
Schedule K-1s may be prepared for us. Consequémtigiers of common units who are U.S. taxpayersiishanticipate the need to file
annually with the IRS (and certain states) a regfiaesn extension past April 15 or the otherwipplicable due date of their income tax
return for the taxable year. In addition, eachrmarivill be required to report for all tax purposessistently with the information provided
us. See "Material U.S. Federal Tax ConsiderationsS-Uaxes—Administrative Matters—Information Retirn

Right to Inspect Our Books and Records

Our partnership agreement will provide théitnited partner can, for a purpose reasonaliéyed to his interest as a limited partner, u
reasonable written demand and at his own expease, farnished to him:

. Schedule K-1s, to the extent applicable and aviailab
. promptly after becoming available, a copy of ouglfederal, state and local income tax returns; and
. copies of our partnership agreement, the certdicdiimited partnership of the partnership, redladenendments and powers of

attorney under which they have been executed.

Our Managing Partner may, and intendseepkconfidential from the limited partners tradersts or other information the disclosure of
which our Managing Partner believes is not in asthnterests or which we are required by law oatmseements with third parties to keep
confidential.
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COMMON UNITS ELIGIBLE FOR FUTURE SALE
General

Prior to this offering, there has not beguublic market for our common units. We cannotutethe effect, if any, future sales of
common units, or the availability for future safecommon units, will have on the market price of oammon units prevailing from time to
time. The sale of substantial amounts of our commuts in the public market, or the perception thath sales could occur, could harm the
prevailing market price of our common units.

Upon completion of this offering we willvm@a total of common units outstanding, or common units assuming the
underwriters fully exercise their option to purchaslditional common units. All of the common umiii have been sold in this offering and
will be freely tradable without restriction or fhdr registration under the Securities Act by pessather than our "affiliates.” Under the
Securities Act, an "affiliate" of a company is agmn that directly or indirectly controls, is caited by or is under common control with that
company.

In addition, upon completion of this offegi KKR Holdings, which is owned by our principalsd certain of our former personnel, will
own Group Partnership units. Over time,RKKoldings may distribute to its members these @i®@artnership units. These members
would then have the right to compel the Group Rastnips to redeem these Group Partnership unitsafdr or interests in KKR & Co. L.P..
the option of the Group Partnerships. When a membkKR Holdings gives the Group Partnerships roti his intention to compel a
redemption, KKR & Co. L.P., with respect to intéseisy KKR Fund Holdings L.P., and our intermediatéding company, with respect to
interests in KKR Management Holdings L.P., will basuperseding rights to instead acquire Group &attip units for cash or interests in
KKR & Co. L.P. Any common units that we issue upaich exchanges will be "restricted securities"efshdd in Rule 144 unless we register
such issuances under the Securities Act and witluisgect to transfer restrictions that are sintitethose that were applicable to the Group
Partnership units so exchanged. However, we wiltreinto a registration rights agreement with KKRBldings that will require us to register
under the Securities Act our issuance of these comumits. See "—Registration Rights."

In addition, at the time of this offeringewntend to grant unvested restricted comumits to certain employees under our equity
incentive plan that will settle in unrestricted aoom units or in cash. These restricted common wiitgenerally vest, and the underlying
common units will be delivered, in equahaal installments commencing one year after thatgiate. We intend to file one or more
registration statements on Form S-8 under the 8msUAct to register common units issued or cogtdrg our 2007 Equity Incentive Plan.
Any such Form S-8 registration statements will endtically become effective upon filing. Accordingommon units registered under such
registration statements will be available for salthe open market. We expect that the initial sgrgtion statement on Form S-8 will
cover common units.

Our partnership agreement authorizes isstee an unlimited number of additional partnersgigurities and options, rights, warrants
appreciation rights relating to partnership se@sitor the consideration and on the terms anditiond established by our Managing Partner
in its sole discretion without the approval of dimyited partners. See "Description of Our Partngrgtgreement—Issuance of Additional
Securities."

Registration Rights

We will enter into a registration rightsragment with KKR Holdings pursuant to which we wgithnt it, its affiliates and transferees o
Group Partnership units the right, under certaiourhstances and subject to certain restrictionsedaire us to register under the Securities
Act our common units (and other securities conktatinto or exchangeable or exercisable for ourroom units) held or acquired by them.
Securities registered pursuant to such registraigiris under any such registration statement will
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be available for sale in the open market unlegsiciens apply. See "Certain Relationships andakRel Party Transactions—Registration
Rights Agreement."

Lock-Up Arrangements

KKR Holdings and all of the directors arfflaers of our Managing Partner have agreed th#taut the prior written consent
of on behalf of the underwriters, we dmely will not, during the period ending ayd after the date of this prospectus:

. offer, pledge, sell, contract to sell, sell anyioptor contract to purchase, purchase any optiaootract to sell, grant any
option, right or warrant to purchase, lend or othige transfer or dispose of, directly or indirectyny common units or any
securities convertible into or exercisable or exgeable for common units; or

. enter into any swap or other arrangement thatfeesmigo another, in whole or in part, any of thereamic consequences of
ownership of the common units;

whether any such transaction described abovelie &ettled by delivery of common units or such ofeeurities, in cash or otherwise. In
addition, we have agreed that, during the sameday period without the prior written consent of ~ on behalf of the underwriters, we \
not file any registration statement with the SEfatiag to the offering of any common units or aegu@rities convertible into or exercisable or
exchangeable for common units (other than any tragiisn statement on Form S-8 to register commats issued or reserved for issuance
under our 2007 Equity Incentive Plan). All of theedtors and officers of our Managing Partner halge agreed that, without the prior writ
consent of on behalf of the underwsité¢hey will not during the period ending days after the date of this prospectus, make any
demand for, or exercise any right with respectte,registration of any common units or any se@asitonvertible into or exercisable or
exchangeable for common units.

The  -day restricted period describethe preceding paragraph will be extended if:

. during the last 17 days of the -day restrictedqul we issue an earnings release or material newsnaterial event relating
to KKR occurs; or

. prior to the expiration of the -day restrictegtipd, we announce that we will release earningslt® during the 16-day period
beginning on the last day of the -day period,

in which case the restrictions described in thegdang paragraph will continue to apply until thepieation of the 18day period beginning ¢
the issuance of the earnings release or the ocma@ the material news or material event. Thes#ictions do not apply to certain sales,
issuances, distributions and transfers.

We also have instituted an internal potltgt prohibits all of our employees from sellingstor trading in derivative securities relating
to the common units.

Rule 144

In general, under Rule 144 a person, aoamof persons whose common units are aggregatedding any person who may be deel
our affiliate, is entitled to sell within any thr@eonth period a number of restricted securities do@s not exceed the greater of 1% of the
outstanding common units and the average weelkdynigavolume during the four calendar weeks preaeéimch such sale, provided that at
least one year has elapsed since such commorvwerigsacquired from us or any affiliate of our parship and certain manner of sale, notice
requirements and requirements as to availabilityunfent public information about us are satisfiédy person who is deemed to be our
affiliate must comply with the provisions of Rulé4l(other than the ongear holding period requirement) in order to sethenon units whic
are not restricted securities (such as common andsired by affiliates either in this offeringtbrough purchases in the open market
following this offering). In addition, under Rul@4(k), a person who is not our affiliate, and wias Inot been our affiliate at any time during
the 90 days preceding any sale, is entitled toceslimon units without regard to the foregoing latitns, provided that at least two years
have elapsed since the common units were acquinedds or any affiliate of ours. The SEC has a psappending to shorten both the one
year and two year holding periods referred to atiovax months
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MATERIAL U.S. FEDERAL TAX CONSIDERATIONS
U.S. Taxes

This summary discusses the material U&erfd income tax considerations related to thetmase, ownership and disposition of our
common units as of the date hereof. This summabgsed on provisions of the Internal Revenue Coddhe regulations promulgated
thereunder and on published administrative ruleags judicial decisions, all of which are subjecthange at any time, possibly with
retroactive effect. This discussion is necessageéigeral and may not apply to all categories ofstmes, some of which, such as banks, thrifts,
insurance companies, persons liable for the altieaninimum tax, dealers and other investors tleahot own their common units as capital
assets, may be subject to special rules. Tax-exergphizations and mutual funds are discussed aegyabelow. The actual tax
consequences of the purchase and ownership of camnits will vary depending on your circumstancHsis discussion, to the extent that it
states matters of U.S. federal tax law or legattmions and subject to the qualifications heregpresents the opinion of Simpson Thache
Bartlett LLP. Such opinion is based in part ongatscribed in this prospectus and on various déutual assumptions, representations and
determinations. Any alteration or incorrectnessuath facts, assumptions, representations or datatimns could adversely affect such
opinion. However, opinions of counsel are not bigdiipon the IRS or any court, and the IRS may ehgk the conclusions herein and a
court may sustain such a challenge.

For purposes of this discussion, a "U.9dEd is a beneficial holder of a common unit tisafor U.S. federal income tax purposes (1
individual citizen or resident of the United Staté® a corporation (or other entity treated asiooration for U.S. federal income tax
purposes) created or organized in or under the tdwee United States, any state thereof or théribisof Columbia; (3) an estate the income
of which is subject to U.S. federal income taxatiegardless of its source or (4) a trust whichegi{d\) is subject to the primary supervision
of a court within the United States and one or niéméed States persons have the authority to cbalreubstantial decisions of the trust or
(B) has a valid election in effect under applicabteasury regulations to be treated as a U.S. pefstnon-U.S. Holder" is a holder that is
not a U.S. Holder.

Legislation has been introduced that woifldnacted, preclude us from qualifying as a paghip for U.S. federal income tax purposes.
On June 14, 2007, legislation was introduced thaildvtax as corporations publicly traded partngrsiihat directly or indirectly derive
income from investment adviser or asset managesgwices. Similar legislation was introduced oneJ26, 2007. On June 22, 2007,
legislation was introduced that would treat incameeived by a partner with respect to an investraentices partnership interest as ordinary
income received for the performance of servicee."Bésk Factors—Risks Related to Our Business—llatjis has been introduced that
would, if enacted, preclude us from qualifying gsaatnership for U.S. federal income tax purpoHekis or any similar legislation or
regulation were to be enacted and apply to us, addvincur a material increase in our tax liabilityat could result in a reduction in the va
of our common units."”

If a partnership holds common units, thettaatment of a partner in the partnership wih@eilly depend upon the status of the partner
and the activities of the partnership. If you apagner of a partnership holding our common umits, should consult your tax advisors. This
discussion does not constitute tax advice andtigntended to be a substitute for tax planning.

Prospective holders of common units should consutieir own tax advisors concerning the U.S. federaktate and local income ta:
and estate tax consequences in their particular siations of the purchase, ownership and dispositioof a common unit, as well as any
consequences under the laws of any other taxing jigdiction.
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Taxation of our Partnership and the Group Partnergis

An entity that is treated as a partner$bip).S. federal income tax purposes is not a texabtity and incurs no U.S. federal income tax
liability. Instead, each partner is required toetéihto account its allocable share of items of mepgain, loss and deduction of the partnership
in computing its U.S. federal income tax liabilitggardless of whether or not cash distributioestlaen made. Investors in this offering will
become limited partners of KKR & Co. L.P. Distrilmuts of cash by a partnership to a partner arergéy@ot taxable unless the amount of
cash distributed to a partner is in excess of #rnpr's adjusted basis in its partner interest.

An entity that would otherwise be classifees a partnership for U.S. federal income tax gep may nonetheless be taxable as a
corporation if it is a "publicly traded partnersfiipnless an exception applies. An entity that wiartherwise be classified as a partnership
publicly traded partnership if (i) interests in tha&rtnership are traded on an established seaunittket or (ii) interests in the partnership are
readily tradable on a secondary market or the anbat equivalent thereof. We will be publicly tei However, an exception to taxation as a
corporation, referred to as the "Qualifying IncoBeeption,” exists if at least 90% of such parthigr's gross income for every taxable year
consists of "qualifying income" and the partnerskipot required to register under the Investmearh@any Act. Qualifying income includes
certain interest income, dividends, real propegtyts, gains from the sale or other dispositioreaf property, and any gain from the sale or
disposition of a capital asset or other property figr the production of income that otherwise diaotes qualifying income.

Our Managing Partner will adopt a set efstment policies and procedures that will govlemtypes of investments we can make (and
income we can earn), including structuring certaurestments through entities classified as corpamatfor U.S. federal income tax purposes
(as discussed further below), to ensure that wiemékt the Qualifying Income Exception in each tdggyear. It is the opinion of Simpson
Thacher & Bartlett LLP that we will be treated agaatnership and not as a corporation for U.S.reE@decome tax purposes based on certain
assumption and factual statements and represergatiade by us, including statements and repregmmads to the manner in which we
intend to manage our affairs, the composition afinaome, and that our Managing Partner will ensbag¢ we comply with the investment
policies and procedures put in place to ensurevitbaneet the Qualifying Income Exception in eactalde year. However, this opinion is
based solely on current law and does not takeaiotount any proposed or potential changes in lagiu@ing the proposed legislation
described in "Risk Factors—Risks Related to Ouriass—Legislation has been introduced that wotilehacted, preclude us from
qualifying as a partnership for U.S. federal incaarepurposes. If this or any similar legislatiarregulation were to be enacted and apply to
us, we would incur a material increase in our takility that could result in a reduction in thelwa of our common units.") which may be
enacted with retroactive effect. Moreover, opiniohsounsel are not binding upon the IRS or anytt@nd the IRS may challenge this
conclusion and a court may sustain such a challenge

If we fail to meet the Qualifying Income &ption, other than a failure that is determinedhayIRS to be inadvertent and that is cured
within a reasonable time after discovery, or ifave required to register under the Investment Compat, we will be treated as if we had
transferred all of our assets, subject to liakiifito a newly formed corporation, on the first daghe year in which we fail to meet the
Qualifying Income Exception, in return for stocktivat corporation, and then distributed the stacthé holders of common units in
liquidation of their interests in us. This contrilmn and liquidation should generally be tax-frednblders so long as we do not have liabilities
in excess of the tax basis of our assets. Thereaftewould be treated as a corporation for U.8efal income tax purposes.

If we were treated as a corporation in @xable year, either as a result of a failure tettiee Qualifying Income Exception or
otherwise, our items of income, gain, loss and dédn would be reflected only on our tax returrheatthan being passed through to holders
of common units, and we would be subject to U.gpa@te income tax on our taxable income. Distidng made to our
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unitholders would be treated as either taxabledéivd income, which may be eligible for reducedsatetaxation, to the extent of our current
or accumulated earnings and profits, or in the mtsef earnings and profits, as a nontaxable retticapital, to the extent of the holder's tax
basis in the common units, or as taxable capital, gdter the holder's basis is reduced to zeradaition, in the case of non-U.S. Holders,
distributions would be subject to withholding t#&ccordingly, treatment as a corporation would nmiatrreduce a holder's after-tax return
and thus could result in a reduction of the valiitne common units.

If at the end of any taxable year we faiiteet the Qualifying Income Exception (assumirgd the are not taxed as a corporation from
our inception), we may still qualify as a partnépshwe are entitled to relief under the InteriRdvenue Code for an inadvertent termination
of partnership status. This relief will be avaiiffl (i) the failure is cured within a reasonabtee after discovery, (ii) the failure is determir
by the IRS to be inadvertent, and (iii) we agreetike such adjustments (including adjustments reipect to our partners) or to pay such
amounts as are required by the IRS. It is not ptessd state whether we would be entitled to thigf in any or all circumstances. It also is
not clear under the Internal Revenue Code whettigrélief is available for our first taxable yeer a publicly traded partnership. If this relief
provision is inapplicable to a particular set atamstances involving us, we will not qualify apatnership for federal income tax purposes.
Even if this relief provision applies and we retaiir partnership status, we or our unitholdersitduthe failure period) will be required to
pay such amounts as are determined by the IRS.

The remainder of this section assumeswkeadnd the Group Partnerships will be treated as@ahips for U.S. federal income tax
purposes.

Taxation of Our Intermediate Holding Company

Our intermediate holding company is taxase corporation for U.S. federal income tax psesaand therefore, as the holder of our
intermediate holding company's common stock, wémnat be taxed directly on its earnings or the say® of entities we hold through our
intermediate holding company. Distributions of caslother property that our intermediate holdingypany pays to us will constitute
dividends for U.S. federal income tax purpose$ieoextent paid from its current or accumulated iegmand profits (as determined under
U.S. federal income tax principles). If the amoohé& distribution by our intermediate holding compa&xceeds its current and accumulated
earnings and profits, such excess will be treasea @mx-free return of capital to the extent of taxrbasis in our intermediate holding
company's common stock, and thereafter will bedekas a capital gain.

As general partner of KKR Management Hajdil..P., our intermediate holding company will intuS. federal income taxes on its
proportionate share of any net taxable income oRKanagement Holdings L.P. In accordance with fh@ieable partnership agreement,
will cause KKR Management Holdings L.P. to disttdaash on a pro rata basis to holders of its (thitg is, our intermediate holding
company and KKR Holdings) in an amount at leastétputhe maximum tax liabilities arising from theiwnership of such units, if any.

Our intermediate holding company's liapifior U.S. federal income taxes and applicablesstatal and other taxes could be increased if
the IRS were to successfully reallocate incomeeatudtions of the related entities conducting ousirtess.

If we form, for other purposes, a U.S. @vgtion or other entity treated as a corporation f. federal income tax purposes, that
corporation would be subject to U.S. federal incdeeon its income.
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Personal Holding Companie

Our intermediate holding company could bigject to additional U.S. federal income tax orodipn of its income if it is determined to
be a personal holding company, or "PHC," for Ueslefral income tax purposes. A U.S. corporation igdiyewill be classified as a PHC for
U.S. federal income tax purposes in a given taxgbée if (i) at any time during the last half ottbutaxable year, five or fewer individuals
(without regard to their citizenship or resideneygl éncluding as individuals for this purpose certantities such as certain tax-exempt
organizations and pension funds) own or are dedgmedn (pursuant to certain constructive ownerships) more than 50% of the stock of
the corporation by value and (i) at least 60%haf torporation's adjusted ordinary gross incomegssrmined for U.S. federal income tax
purposes, for such taxable year consists of PH@hiec(which includes, among other things, divideltgrest, royalties, annuities and, ur
certain circumstances, rents). The PHC rules d@apply to non-U.S. corporations.

Due to applicable attribution rules, itikely that five or fewer individuals or tax-exemgtganizations will be treated as owning actually
or constructively more than 50% of the value ottsim our intermediate holding company. Conseqyentir intermediate holding company
could be or become a PHC, depending on whethailstthe PHC gross income test. If, as a factuatenahe income of our intermediate
holding company fails the PHC gross income testjlitbe a PHC. Certain aspects of the gross inctesecannot be predicted with certainty.
Thus, no assurance can be given that our interteeldidding company will not become a PHC followthés offering or in the future.

If our intermediate holding company is @re/to become a PHC in a given taxable year, itidvbe subject to an additional 15% PHC
tax on its undistributed PHC income, which gengraidtludes the company's taxable income, subjecettain adjustments. For taxable years
beginning after December 31, 2010, the PHC taxaatendistributed PHC income will be equal to tighkst marginal rate on ordinary
income applicable to individuals (currently 35%)olir intermediate holding company were to becor®& and had significant amounts of
undistributed PHC income, the amount of PHC taXabe material; in that event, distribution of suebome would generally cause the P
tax not to apply.

Certain State, Local and Non-U.S. Tax Matters

We and our subsidiaries may be subjedaie slocal or non-U.S. taxation in various jurgins, including those in which we or they
transact business, own property or reside. For pigmve and our subsidiaries may be subject to Merk City unincorporated business tax.
We may be required to file tax returns in somellofahose jurisdictions. The state, local or ndrs. tax treatment of us and our unitholders
may not conform to the U.S. federal income taxtinemt discussed herein. We will pay ndrts. taxes, and dispositions of foreign propert
operations involving, or investments in, foreigomerty may give rise to non-U.S. income or othgfigbility in amounts that could be
substantial. Any non-U.S. taxes incurred by us matypass through to unitholders as a credit agtiest U.S. federal income tax liability.

Consequences to U.S. Holders of Common Units

The following is a summary of the matetiab. federal income tax consequences that willyafap/ou if you are a U.S. Holder of
common units.

For U.S. federal income tax purposes, ydacable share of our items of income, gain, ldssluction or credit, and our allocable share
of those items of the Group Partnerships, will beggned by the limited partnership agreements gompartnership and the Group
Partnerships if such allocations have "substaatiahomic effect" or are determined to be in acawedavith your interest in our partnership.
We believe that for U.S. federal income tax purgosech allocations will have substantial econosfiiect or be in accordance with your
interest in KKR & Co. L.P., and our Managing Partimtends to prepare tax returns based on sucbagitms. If the IRS successfully
challenges the allocations made pursuant to
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the limited partnership agreements, the resultilogations for U.S. federal income tax purposeshnizg less favorable than the allocations
set forth in the limited partnership agreements.

We may derive taxable income from an inwestt that is not matched by a corresponding didioh of cash. This could occur, for
example, if we used cash to make an investmemt e@duce debt instead of distributing profits. dldition, special provisions of the Internal
Revenue Code may be applicable to certain of augsitments, and may affect the timing of our incoraquiring us to recognize taxable
income before we receive cash attributable to sumbme. Accordingly, although we intend to make déstributions (see "Distribution
Policy") it is possible that the U.S. federal inaotax liability of a holder with respect to itsadbble share of our income for a particular
taxable year could exceed the cash distributidhedolder for the year, thus giving rise to an-apocket tax liability for the holder.

Basis

You will have an initial tax basis for yoowmmon unit equal to the amount you paid for txamon unit plus your share of our
liabilities, if any. That basis will be increasey your share of our income and by increases in gbare of our liabilities, if any. That basis
will be decreased, but not below zero, by distiimg from us, by your share of our losses and lyydmtrease in your share of our liabilities.

Holders who purchase common units in sépdransactions must combine the basis of thoge and maintain a single adjusted tax
basis for all those units. Upon a sale or othgpatigtion of less than all of the common units, dipa of that tax basis must be allocated to
common units sold.

Limits on Deductions for Losses and Expel

Your deduction of your share of our losaéisbe limited to your tax basis in your commonitgrand, if you are an individual or a
corporate holder that is subject to the "at riskes, to the amount for which you are considerdukttat risk" with respect to our activities, if
that is less than your tax basis. In general, yilube at risk to the extent of your tax basis muy common units, reduced by (1) the portion of
that basis attributable to your share of our liibs for which you will not be personally liable@(2) any amount of money you borrow to
acquire or hold your common units, if the lendethafse borrowed funds owns an interest in us,lé&aé to you or can look only to the
common units for repayment. Your at risk amount géinerally increase by your allocable share ofiocome and gain and decrease by cash
distributions to you and your allocable share sbks and deductions. You must recapture lossestgedn previous years to the extent that
distributions cause your at risk amount to be teas zero at the end of any taxable year. Lossadlolived or recaptured as a result of these
limitations will carry forward and will be allowablto the extent that your tax basis or at risk amouhichever is the limiting factor,
subsequently increases. Any excess loss abovgdirapreviously suspended by the at risk or basiigdtions may no longer be used. It is
entirely free from doubt whether you would be sabje additional loss limitations imposed by newhacted Section 470 of the Internal
Revenue Code. The IRS has not yet issued finabgaig limiting the scope of this anti-abuse provisiéou should therefore consult your
own tax advisors about the possible effect of pinisvision.

We will not generate income or losses frpassive activities” for purposes of Section 46%hef Internal Revenue Code. Accordingly,
income allocated by us to a holder may not be bffgehe Section 469 passive losses of such hald@losses allocated to a holder generally
may not be used to offset Section 469 passive igooisuch holder. In addition, other provisionsha Internal Revenue Code may limit or
disallow any deduction for losses by a holder af@ammon units or deductions associated with aedasets of the partnership in certain
cases. Holders should consult with their tax adgisegarding their limitations on the deductibilitylosses under applicable sections of the
Internal Revenue Code.

Limitations on Deductibility of Organizational Exmees and Syndication Fe

In general, neither we nor any U.S. Holdery deduct organizational or syndication expen&eslection is available to our partnership
to amortize organizational expenses over a 154yedod, but we do not intend to make such an @ectyndication fees (which would
include any sales or placement fees or commissipnaderwriting discount payable to third parties)st be capitalized and cannot be
amortized or otherwise deducted.
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Limitations on Interest Deductiol

Your share of our interest expense isVikelbe treated as "investment interest" expeifis@u are a non-corporate U.S. Holder, the
deductibility of "investment interest” expense éngrally limited to the amount of your "net investmhincome.” Your share of our dividend
and interest income will be treated as investmeaetiine, although "qualified dividend income" subjecteduced rates of tax in the hands of
an individual will only be treated as investmerntdme if you elect to treat such dividend as ordinacome not subject to reduced rates of
tax. In addition, state and local tax laws may lthsadeductions for your share of our interest exqee

The computation of your investment inteegiense will take into account interest on anygimeaccount borrowing or other loan
incurred to purchase a common unit. Net investriterdme includes gross income from property helddeestment and amounts treated as
portfolio income under the passive loss rules tishictible expenses, other than interest, directhnected with the production of investment
income, but generally does not include gains attaible to the disposition of property held for istraent. For this purpose, any long-term
capital gain or qualifying dividend income thatagable at long-term capital gain rates is excluldech net investment income, unless the
U.S. holder elects to pay tax on such gain or éivdlincome at ordinary income rates.

Deductibility of Partnership Investment Expendigiby Individual Partners and by Trusts and Esti

Subiject to certain exceptions, all misewiaus itemized deductions of an individual taxpaged certain of such deductions of an estate
or trust, are deductible only to the extent thahsdeductions exceed 2% of the taxpayer's adjggtess income. Moreover, the otherwise
allowable itemized deductions of individuals whgsess income exceeds an applicable threshold anamerstubject to reduction by an
amount equal to the product®fs and the lesser of (1) 3% of the excess of the iddal's adjusted gross income over the threshololziy
or (2) 80% of the amount of the itemized deducti@sch reductions are being reduced on a phaséithesugh 2009. The operating
expenses of the Group Partnerships, including asyagement fees paid, may be treated as miscellaitenized deductions subject to the
foregoing rule. Alternatively, it is possible thae will be required to capitalize the managemeaes féccordingly, if you are a non-corporate
U.S. Holder, you should consult your tax advisoithwespect to the application of these limitations

Treatment of Distributions

Distributions of cash by us generally widit be taxable to you to the extent of your adjiste basis (described above) in your common
units. Any cash distributions in excess of youtuatgd tax basis generally will be considered tgdia from the sale or exchange of your
common units (as described below). Under currems$ lsuch gain would generally be treated as cagétiml and would be long-term capital
gain if your holding period for your common unitsceeds one year. A reduction in your allocable slo&our liabilities, and certain
distributions of marketable securities by us, aeated similar to cash distributions for U.S. fedi@ncome tax purposes.

Sale or Exchange of Common Units

You will recognize gain or loss on a sdleammon units equal to the difference, if anywen the amount realized and your tax basis
in the common units sold. Your amount realized Wdlimeasured by the sum of the cash or the faikeh&alue of other property received
plus your share of our liabilities, if any.

Gain or loss recognized by you on the sakexchange of a common unit will generally be tA&as capital gain or loss and will be long-
term capital gain or loss if the common unit wakitier more than one year on the date of such@aéxchange. Assuming we have not m
an election, referred to as a "QEF election," ¢atiour interest in a PFIC as a "qualified elecfimgd,” or QEF, gain attributable to such an
interest would be taxable as ordinary income andlgvbe subject to an interest charge. In
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addition, certain gain attributable to our investinia a controlled foreign corporation, or CFC, nfeyordinary income and certain gain
attributable to "unrealized receivables" or "imagtitems" would be characterized as ordinary inegather than capital gain. For exampli
we hold debt acquired at a market discount, accmadket discount on such debt would be treatediaealized receivables.” The
deductibility of capital losses is subject to liatibns.

Holders who purchase units at differenesnand intend to sell all or a portion of the uniithin a year of their most recent purchase are
urged to consult their tax advisors regarding th@iaation of certain "split holding period" rulés them and the treatment of any gain or loss
as long-term or short-term capital gain or loss.

Foreign Tax Credit Limitation

You will generally be entitled to a foreitax credit with respect to your allocable sharereflitable foreign taxes paid on our income
and gains. Complex rules may, depending on youicpédar circumstances, limit the availability oreusf foreign tax credits. Gains from the
sale of our foreign investments may be treated.&s $burce gains. Consequently, you may not betahlse the foreign tax credit arising
from any foreign taxes imposed on such gains urdesk credit can be applied (subject to applichiv#ations) against tax due on other
income treated as derived from foreign sourcestaelosses that we incur may be treated as forsigince losses, which could reduce the
amount of foreign tax credits otherwise available.

Section 754 Election

We currently do not intend to make the sbecpermitted by Section 754 of the Internal Rax@fode with respect to us. KKR
Management Holdings L.P. currently intends to msikeh an election and KKR Fund Holdings L.P. may enstkch an election. The election,
if made, is irrevocable without the consent of iR, and would generally require us to adjust éxeliasis in our assets, or "inside basis,"
attributable to a transferee of common units ur@ation 743(b) of the Internal Revenue Code tectthe purchase price of the common
units paid by the transferee. However, this electioes not apply to a person who purchases commitdirectly from us, including in this
offering, but would apply, if made, to our acqudit of interests in KKR Management Holdings L.Pd&KR Fund Holdings L.P. pursuant
the exchange agreement. For purposes of this distys transferee's inside basis in our assetb&itonsidered to have two components:
(1) the transferee's share of our tax basis iragsets, or "common basis," and (2) the Sectionbj4&{justment to that basis.

If no Section 754 election is made, theoaild be no adjustment for the transferee of comamats, or for us upon our acquisition of
interests in KKR Management Holdings L.P. or KKRhBEWHoldings L.P., even if the purchase price oBthoommon units, or interests, as
applicable, is higher than the common units' ceriests’ share of the aggregate tax basis of oatsasisthe assets of those Group Partnerships
immediately prior to the transfer. In that caseamale of an asset, gain allocable to the tramsfeould include built-in gain allocable to the
transferee at the time of the transfer, which Huilgain would otherwise generally be eliminated Bection 754 election had been made.

Even assuming no Section 754 election idend common units were transferred at a time wiverhad a "substantial built-in loss"
inherent in our assets, we would be obligated doce the tax basis in the portion of such asseibwable to such common units.

Foreign Currency Gain or Los

Our functional currency will be the U.Slldg and our income or loss will be calculatedUirs. dollars. It is likely that we will recognize
"foreign currency" gain or loss with respect tagactions involving non-U.S. dollar currenciesgémeral, foreign currency gain or loss is
treated as ordinary income or loss. You should gibysur tax advisor with respect to the tax treainof foreign currency gain or loss.
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Passive Foreign Investment Compar

You may be subject to special rules apple#o indirect investments in foreign corporatioingluding an investment in a passive fore
investment company, or PFIC.

A PFIC is defined as any foreign corponmatiath respect to which either (1) 75% or morelaf gross income for a taxable year is
"passive income" or (2) 50% or more of its asse®ny taxable year (generally based on the quariedrage of the value of its assets)
produce "passive income." There are no minimumkstenership requirements for PFICs. Once a corpmrajualifies as a PFIC it is, subj
to certain exceptions, always treated as a PFHayrdéess of whether it satisfies either of the ifjgation tests in subsequent years. Any gain
on disposition of stock of a PFIC, as well as ineamalized on certain "excess distributions" byRRC, is treated as though realized ratably
over the shorter of your holding period of commaitsior our holding period for the PFIC. Such gainncome is taxable as ordinary income
and, as discussed above, dividends paid by a RF#@ individual will not be eligible for the reduteates of taxation that are available for
certain qualifying dividends. In addition, an irgst charge would be imposed on you based on thdefaxred from prior years.

Although it may not always be possible,axpect to make a QEF election where possible wipect to each entity treated as a PFIC to
treat such noJ.S. entity as a QEF in the first year we hold ekan such entity. A QEF election is effective doir taxable year for which tl
election is made and all subsequent taxable yearsnay not be revoked without the consent of tHe. IRwe make a QEF election under the
Internal Revenue Code with respect to our intareatPFIC, in lieu of the foregoing treatment, weuld be required to include in income
each year a portion of the ordinary earnings andagital gains of the QEF called "QEF Inclusioreén if not distributed to us. Thus,
holders may be required to report taxable income r@sult of QEF Inclusions without correspondiaegeipts of cash. However, a holder may
elect to defer, until the occurrence of certainntsepayment of the U.S. federal income tax attable to QEF Inclusions for which no curr
distributions are received, but will be requiregay interest on the deferred tax computed by usiagtatutory rate of interest applicable to
an extension of time for payment of tax. Our tagi®a the shares of such non-U.S. entities, amolder's basis in our common units, will be
increased to reflect QEF Inclusions. No portionhef QEF Inclusion attributable to ordinary incomiét lae eligible for reduced rates of
taxation. Amounts included as QEF Inclusions wébpect to direct and indirect investments geneveillynot be taxed again when actually
distributed. You should consult your tax advis@sathe manner in which QEF Inclusions affect yallocable share of our income and your
basis in your common units.

Alternatively, in the case of a PFIC thaaipublicly-traded foreign portfolio company, dection may be made to "mark to market" the
stock of such foreign portfolio company on an arniaais. Pursuant to such an election, you woutlide in each year as ordinary income
the excess, if any, of the fair market value oftssimck over its adjusted basis at the end ofakeltle year. You may treat as ordinary loss
excess of the adjusted basis of the stock ovéaiitenarket value at the end of the year, but daalthe extent of the net amount previously
included in income as a result of the electionrinmyears.

We may make certain investments, includargnstance investments in specialized investriimds or investments in funds of funds
through non-U.S. corporate subsidiaries of the @Martnerships or through other non-U.S. corpanati®uch an entity may be a PFIC for
U.S. federal income tax purposes. In addition,aterf our investments could be in PFICs. Thusca® make no assurance that some of our
investments will not be treated as held througlECPor as interests in PFICs or that such PFICkbeileligible for the "mark to market"
election, or that as to any such PFICs we will ble &0 make QEF elections.

If we do not make a QEF election with redpe a PFIC, Section 1291 of the Internal ReveDade will treat all gain on a disposition
us of shares of such entity, gain on the dispasitiocommon units by a holder at a time when we shares of such entity, as well as certain
other defined "excess
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distributions," as if the gain or excess distribativere ordinary income earned ratably over thetehof the period during which the holder
held its common units or the period during whichtvedd our shares in such entity. For gain and exdesdributions allocated to prior years,
(i) the tax rate will be the highest in effect fbat taxable year and (ii) the tax will be payatpmerally without regard to offsets from
deductions, losses and expenses. Holders willldssubject to an interest charge for any defeardNo portion of this ordinary income will
be eligible for the favorable tax rate applicaldédqualified dividend income" for individual U.Segsons.

Controlled Foreign Corporations

A non-U.S. entity will be treated as a colied foreign corporation, or CFC, if it is tredtas a corporation for U.S. federal income tax
purposes and if more than 50% of (i) the total ciorth voting power of all classes of stock of th@+#hS. entity entitled to vote or (ii) the
total value of the stock of the non-U.S. entitpwened by U.S. Shareholders on any day during tkebta year of such non-U.S. entity. For
purposes of this discussion, a "U.S. ShareholdéH respect to a non-U.S. entity means a U.S. pettsat owns 10% or more of the total
combined voting power of all classes of stock ef tlon-U.S. entity entitled to vote.

When making investment or other decisioveswill consider whether an investment will be aGC&nd the consequences related thereto.
If we are a U.S. Shareholder in a non-U.S. entii ts treated as a CFC, each common unitholderbmagquired to include in income its
allocable share of the CFC's "Subpart F" incomentepl by us. Subpart F income generally includegldnds, interest, net gain from the sale
or disposition of securities, non-actively manageuts and certain other generally passive typ&scoine. The aggregate Subpart F income
inclusions in any taxable year relating to a pattic CFC are limited to such entity's current eageiand profits. These inclusions are treated
as ordinary income (whether or not such inclusemesattributable to net capital gains). Thus, aestor may be required to report as ordir
income its allocable share of the CFC's SubpantBre reported by us without corresponding recaiptsish and may not benefit from
capital gain treatment with respect to the portibour earnings (if any) attributable to net calpgtains of the CFC.

The tax basis of our common units of sugh-b.S. entity, and a holder's tax basis in our mmm units, will be increased to reflect any
required Subpart F income inclusions. Such incoritieb® treated as income from sources within thété¢éhStates, for certain foreign tax
credit purposes, to the extent derived by the GB@1fU.S. sources. Such income will not be eligiblethe reduced rate of tax applicable to
"qualified dividend income" for individual U.S. mems. See "—Consequences to U.S. Holders of Conunis." Amounts included as such
income with respect to direct and indirect invesitaggenerally will not be taxable again when adyugistributed.

Regardless of whether any CFC has Subpardme, any gain allocated to a unitholder fromdisposition of stock in a CFC will be
treated as ordinary income to the extent of thedrtd allocable share of the current and/or accatadlearnings and profits of the CFC. In
this regard, earnings would not include any amopresiously taxed pursuant to the CFC rules. Howewet losses (if any) of a hon-U.S.
entity owned by us that is treated as a CFC willpass through to our holders. Moreover, a poriba U.S. Holder's gain from the sale or
exchange of common units may be treated as ordinagye. Any portion of any gain from the sale xcheange of a common unit that is
attributable to a CFC may be treated as an "umeglieceivable." See "—Sale or Exchange of CommutsU

If a non-U.S. entity held by us is clagsifias both a CFC and a PFIC during the time wa &r&. Shareholder of such non-U.S. entity, a
holder will be required to include amounts in in@with respect to such non-U.S. entity pursuamhimsubheading, and the consequences
described under the subheading "Passive Foreigsstment Companies" above will not apply. If our evemip percentage in a non-U.S.
entity changes such that we are not a U.S. Shatehwlith respect to such non-U.S. entity, thenhgiiters may be subject to the PFIC rules.
The interaction of these rules is complex, andmeotve holders are urged to consult their tax sahgi in this regard.
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Investment Structur

To manage our affairs so as to meet thallfying income" exception for the publicly tradpdrtnership rules (discussed above) and
comply with certain requirements in our Limited fharship Agreement, we may need to structure cem&estments through an entity
classified as a corporation for U.S. federal incdaanepurposes. Such investment structures willrtiered into as determined in the sole
discretion of the Managing Partner in order to eatax structure that generally is efficientdar unitholders. However, because our
unitholders will be located in numerous taxing gdictions, no assurances can be given that anyisuestment structure will be beneficial to
all our unitholders to the same extent, and may évgose additional tax burdens on some of outhotders. As discussed above, if the
entity were a non-U.S. corporation it may be coasgd a PFIC. If the entity were a U.S. corporatibwould be subject to U.S. federal
income tax on its operating income, including aaingecognized on its disposal of its investmelmtsddition, if the investment involves
U.S. real estate, gain recognized on dispositionldvgenerally be subject to U.S. federal income tehether the corporation is a U.S. or a
non-U.S. corporation.

Taxes in Other State, Local, and Non-U.S. Jurisufist

In addition to U.S. federal income tax camsences, you may be subject to potential U.S stad local taxes because of an investme
us in the U.S. state or locality in which you anesident for tax purposes or in which we have stiwents or activities. You may also be
subject to tax return filing obligations and incqrfranchise or other taxes, including withholdiagés, in state, local or ndn.S. jurisdictions
in which we invest, or in which entities in whickevawn interests conduct activities or derive incomeome or gains from investments held
by us may be subject to withholding or other targsrisdictions outside the United States, subjedhe possibility of reduction under
applicable income tax treaties. If you wish to wlidhe benefit of an applicable income tax treaty ynay be required to submit informatiot
tax authorities in such jurisdictions. You shoutthsult your own tax advisors regarding the U.Sestacal and notJ.S. tax consequences
an investment in us.

Transferor/Transferee Allocations

In general, our taxable income and losséde determined and apportioned among investeisguconventions we regard as consistent
with applicable law. As a result, if you transferuy common units, you may be allocated income,,dags and deduction realized by us after
the date of transfer.

Although Section 706 of the Internal Reve@ode generally provides guidelines for allocatiohitems of partnership income and
deductions between transferors and transfereeartifgy interests, it is not clear that our allomatinethod complies with its requirements. If
our convention were not permitted, the IRS mighitead that our taxable income or losses must Hmcated among the investors. If such a
contention were sustained, your respective taixliligls would be adjusted to your possible detrimm&ur Managing Partner is authorized to
revise our method of allocation between transfeaois transferees (as well as among investors whtesests otherwise vary during a taxe
period).

U.S. Federal Estate Taxes

If common units are included in the groswte of a U.S. citizen or resident for U.S. fetlestate tax purposes, then a U.S. federal estatc
tax might be payable in connection with the deditbugh person. Prospective individual U.S. Holddrsuld consult their own tax advisors
concerning the potential U.S. federal estate tassequences with respect to our common units.
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U.S. Taxation of Tax-Exempt U.S. Holders of Commbimits

A holder of common units that is a tax-ep¢rganization for U.S. federal income tax purposed therefore generally exempt from
U.S. federal income taxation, will neverthelessbbject to "unrelated business taxable incomelJBTI, to the extent, if any, that its
allocable share of our income consists of UBTlaR-exempt partner of a partnership that regulamtyagies in a trade or business which is
unrelated to the exempt function of the tax-exepgstner must include in computing its UBTI its peda share (whether or not distributed) of
such partnership's gross income and deductiongatkfiom such unrelated trade or business. Moreavex-exempt partner of a partnership
will be treated as earning UBTI to the extent thath partnership derives income from "debt-finarexgberty,” or if the partner interest itself
is debt financed. Debt-financed property meansentgpheld to produce income with respect to whiedre is "acquisition indebtedness” (that
is, indebtedness incurred in acquiring or holdingperty).

In light of our investment activities, welMikely derive income that constitutes UBTI, cse we will likely incur acquisition-related
indebtedness. Because we are under no obligationrtionize UBTI, tax-exempt U.S. Holders of commarits should consult their own tax
advisors regarding all aspects of UBTI.

Investments by U.S. Mutual Fund

U.S. mutual funds that are treated as edgdlinvestment companies, or RICs, for U.S. fddecame tax purposes are required, among
other things, to meet an annual 90% gross incordeaajuarterly 50% asset value test under Secti@(b3®f the Internal Revenue Code to
maintain their favorable U.S. federal income tatust. The 90% gross income test generally reqthesfor a corporation to qualify as a
RIC, at least 90 percent of such corporation's ahimeome must be "qualifying income," which is geally limited to investment income of
various types. The 50% asset value test generlyires that, for a corporation to qualify as a Ritthe close of each quarter of the taxable
year, at least 50 percent of the value of sucharation's total assets must be represented byasabsbash items (including receivable
Government securities, securities of other RICd, @ther securities generally limited in respecainy one issuer to an amount not greater in
value than 5 percent of the value of the totaltassithe corporation and to not more than 10 peroethe outstanding voting securities of
such issuer.

The treatment of an investment by a RI€Gdmmon units for purposes of these tests will ddpenwhether we are treated as a
"qualifying publicly traded partnership." If our ghaership is so treated, then the common units siedmas are the relevant assets for purposes
of the 50% asset value test and the net income fhenaommon units is the relevant gross incom@twposes of the 90% gross income test.
RICs may not invest greater than 25% of their assedne or more qualifying publicly traded parsteps. All income derived from a
qualifying publicly traded partnership is considerpialifying income for purposes of the RIC 90%sgrancome test above. However, if we
are not treated as a qualifying publicly tradednpenship for purposes of the RIC rules, then thevent assets for the RIC asset test will be
the RIC's allocable share of the underlying adsel$ by us and the relevant gross income for th& iRtome test will be the RIC's allocable
share of the underlying gross income earned byMirether we will qualify as a "qualifying publiclyaded partnership" depends on the exact
nature of our future investments, but it is likéhat we will not be treated as a "qualifying pubittaded partnership.” In addition, as
discussed above under "—Consequences to U.S. Hadl€@ommon Units," we may derive taxable inconmfran investment that is not
matched by a corresponding cash distribution. Adiogity, a RIC investing in our common units mayaggize income for U.S. federal
income tax purposes without receiving cash witholvho make distributions in amounts necessaryttefgahe distribution requirements
under Sections 852 and 4982 of the Internal Rev@&ugke for avoiding income and excise tax. RICs Ehoansult their own tax advisors
about the U.S. tax consequences of an investmeanmmon units.
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Consequences to Non-U.S. Holders of Common Units
U.S. Income Tax Consequences

We may be, or may become, engaged in attd& or business for U.S. federal income tax @sgp, including by reason of our
investments in U.S. real property holding corpanagi in which case some portion of our income wdigldreated as effectively connected
income with respect to non-U.S. holders, or "E@la non-U.S. Holder were treated as being engagedJ.S. trade or business in any year
because of an investment in our common units ih gear, such non-U.S. Holder generally would bes(ibject to withholding by us on such
non-U.S. Holder's distributions of income, (2) requitedile a U.S. federal income tax return for syelar reporting its allocable share, if a
of income or loss effectively connected with suetdé or business, including certain income from. ddsirces not related to KKR & Co. L.P.
and (3) required to pay U.S. federal income tevegular U.S. federal income tax rates on any sacbme. Moreover, a corporate non-U.S.
Holder might be subject to a U.S. branch profitsda its allocable share of its ECI. Any amounirsthheld would be creditable against such
non-U.S. Holder's U.S. federal income tax liabjlégpd such non-U.S. Holder could claim a refuntheoextent that the amount withheld
exceeded such non-U.S. Holder's U.S. federal indaméability for the taxable year. Finally, if weere treated as being engaged in a U.S.
trade or business, a portion of any gain recogniged holder who is a non-U.S. Holder on the salexahange of its common units could be
treated for U.S. federal income tax purposes as &@l hence such non-U.S. Holder could be sulgedt$. federal income tax on the sale or
exchange.

Although each non-U.S. Holder is requiregtovide an IRS Form W-8, we may not be able tvijole complete information related to
the tax status of our investors to the Group Peships for purposes of obtaining reduced ratesitithelding on behalf of our investors.
Accordingly, to the extent we receive dividendsira U.S. corporation including the intermediatediaj company through the Group
Partnerships and its investment vehicles, yourcabte share of distributions of such dividend ineonill be subject to U.S. withholding tax
at a rate of 30%. Distributions to you may alsesbbject to withholding to the extent they are htitable to the sale of a U.S. real property
interest or if the distribution is otherwise coresied fixed or determinable annual or periodic ineamder the Internal Revenue Code. You
may need to take additional steps to receive atavedefund of any excess withholding tax paidymur account, which may include the fili
of a non-resident U.S. income tax return with tR&.1Among other limitations, if you reside in aatejurisdiction which does not treat our
partnership as a pass-through entity, you may edalibible to receive a refund or credit of exddsS. withholding taxes paid on your
account. You should consult your tax advisors réigarthe treatment of U.S. withholding taxes.

Special rules may apply in the case of@Udds. Holder that (1) has an office or fixed pla¢dusiness in the U.S., (2) is present in the
U.S. for 183 days or more in a taxable year oig3)former citizen of the U.S., a foreign insureompany that is treated as holding a
partner interest in us in connection with their Lh8siness, a PFIC or a corporation that accunsikdenings to avoid U.S. federal income
tax. You should consult your tax advisors regardivgapplication of these special rules.

U.S. Federal Estate Tax Consequences

The U.S. federal estate tax treatment ofcommon units with regards to the estate of a¢itren who is not a resident of the United
States is not entirely clear. If our common unitsiacludable in the U.S. gross estate of suchoperthen a U.S. federal estate tax might be
payable in connection with the death of such perBoospective individual non-U.S. Holders who ave-gitizens and not residents of the
United States should consult their own tax advisorgerning the potential U.S. federal estate tarssequences with regard to our common
units.
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Administrative Matters
Taxable Year

We currently intend to use the calendar gsaur taxable year for U.S. federal income tappses. Under certain circumstances which
we currently believe are unlikely to apply, a taeajear other than the calendar year may be redjédresuch purposes.

Tax Matters Partner

Our Managing Partner will act as our "taatters partner." As the tax matters partner, theddang Partner will have the authority,
subject to certain restrictions, to act on our ffehaonnection with any administrative or judiciaview of our items of income, gain, loss,
deduction or credit.

Information Return:

We have agreed to furnish to you, as ssarasonably practicable after the close of ealdndar year, tax information (including
Schedule K-1), which describes on a U.S. dollarsoasur share of our income, gain, loss and dedadtr our preceding taxable year. It will
require longer than 90 days after the end of @maafiyear to obtain the requisite information fralilower-tier entities so that K-1s may be
prepared for the Partnership. Consequently, holofecemmon units who are U.S. taxpayers shouldguatie the need to file annually with
the IRS (and certain states) a request for an sixtemast April 15 or the otherwise applicable da& of their income tax return for the
taxable year. In addition, each partner will beuiegg to report for all tax purposes consistentithwhe information provided by us for the
taxable year.

In preparing this information, we will ugarious accounting and reporting conventions, sofwehich have been mentioned in the
previous discussion, to determine your share afrime, gain, loss and deduction. The IRS may suadgssbntend that certain of these
reporting conventions are impermissible, which daelsult in an adjustment to your income or loss.

We may be audited by the IRS. Adjustmeessiiting from an IRS audit may require you to adgprior year's tax liability and possibly
may result in an audit of your own tax return. Aaudit of your tax return could result in adjustnsentt related to our tax returns as well as
those related to our tax returns.

Tax Shelter Regulations

If we were to engage in a "reportable taation,” we (and possibly you and others) woulddzpiired to make a detailed disclosure o
transaction to the IRS in accordance with recestiyed regulations governing tax shelters and qtbemtially tax-motivated transactions. A
transaction may be a reportable transaction baged any of several factors, including the fact ihat a type of tax avoidance transaction
publicly identified by the IRS as a "listed transai" or that it produces certain kinds of lossegxcess of $2 million. An investment in us
may be considered a "reportable transaction" ifef@mple, we recognize certain significant logedke future. In certain circumstances, a
unitholder who disposes of an interest in a trati@acesulting in the recognition by such holdesafnificant losses in excess of certain
threshold amounts may be obligated to disclosgaiticipation in such transaction. Our participatio a reportable transaction also could
increase the likelihood that our U.S. federal inediax information return (and possibly your taxure) would be audited by the IRS. Certain
of these rules are currently unclear and it is ipdesshat they may be applicable in situations othan significant loss transactions.

Moreover, if we were to participate in @ogable transaction with a significant purposavoid or evade tax, or in any listed transaci
you may be subject to (i) significant accur-related penalties with a broad scope, (ii) for thpsrsons otherwise entitled to deduct intere:
federal tax deficiencies, nondeductibility of irdet on any resulting tax liability, and (iii) indftase of a listed transaction, an extended statut
of limitations.
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Unitholders should consult their tax advésconcerning any possible disclosure obligatiotheurthe regulations governing tax shelters
with respect to the dispositions of their interéstas.

Constructive Termination

Subject to the electing large partnershlps described below, we will be considered to Haen terminated for U.S. federal income tax
purposes if there is a sale or exchange of 50%cawe rof the total interests in our capital and psofiithin a 12-month period.

Our termination would result in the clogeor taxable year for all holders of common urlitsthe case of a holder reporting on a tax
year other than a fiscal year ending on our-end, the closing of our taxable year may resufhare than 12 months of our taxable incom
loss being includable in the holder's taxable inedar the year of termination. We would be requitednake new tax elections after a
termination. A termination could also result in pkies if we were unable to determine that the teation had occurred. Moreover, a
termination might either accelerate the applicatifror subject us to, any tax legislation enadiefbre the termination.

Withholding and Backup Withholding

For each calendar year, we will reporta@a ynd the IRS the amount of distributions we ntadeou and the amount of U.S. federal
income tax (if any) that we withheld on those dligttions. The proper application to us of rulesvathholding under Section 1441 of the
Internal Revenue Code (applicable to certain divitie interest and similar items) is unclear. Beeahe documentation we receive may not
properly reflect the identities of partners at gayticular time (in light of possible sales of coomrunits), we may over-withhold or under-
withhold with respect to a particular holder of goon units. For example, we may impose withholdnegnit that amount to the IRS and thus
reduce the amount of a distribution paid to a no8:Wolder. It may turn out, however, the corregpiog amount of our income was not
properly allocable to such holder, and the withim@dshould have been less than the actual withhgldsuch holder would be entitled to a
credit against the holder's U.S. tax liability &k withholding, including any such excess withhiotgl but if the withholding exceeded the
holder's U.S. tax liability, the holder would haweeapply for a refund to obtain the benefit of theess withholding. Similarly, we may fail to
withhold on a distribution, and it may turn out t@responding income was properly allocable to@d.S. Holder and withholding should
have been imposed. In that event, we intend tatpaynder-withheld amount to the IRS, and we magttsuch under-withholding as an
expense that will be borne by all partners on argta basis (since we may be unable to allocatesacdly excess withholding tax cost to the
relevant non-U.S. holder).

Under the backup withholding rules, you rbaysubject to backup withholding tax (at the aggiiie rate, currently 28%) with respect to
distributions paid unless: (1) you are a corporatiocome within another exempt category and deiratesthis fact when required or (2) you
provide a taxpayer identification number, certifyta no loss of exemption from backup withholdiag and otherwise comply with the
applicable requirements of the backup withholdiaegrules. If you are an exempt holder, you shoundlicate your exempt status on a properly
completed IRS Form W-9. A non-U.S. Holder may dyadis an exempt recipient by submitting a propedynpleted IRS Form W-8BEN.
Backup withholding is not an additional tax. Thecamt of any backup withholding from a payment ta ydll be allowed as a credit against
your U.S. federal income tax liability and may #atiyou to a refunc

If you do not timely provide us (or thealimg agent or other intermediary, as appropriatt) IRS Form W-8 or W-9, as applicable, or
such form is not properly completed, you may becsnigect to U.S. backup withholding taxes in exadsshat would have been imposed
had we received certifications from all invest@ach excess U.S. backup withholding taxes maydaged by us as an expense that will be
borne by all investors on a pro rata basis (sineenay be unable to allocate any such excess withtgptax cost to the holders that failed to
timely provide the proper U.S. tax certifications).
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Nominee Reportin
Persons who hold an interest in our pastripras a nominee for another person are requirédnish to us:

a. the name, address and taxpayer identification numwhie beneficial owner and the nominee;

b. whether the beneficial owner is (1) a person thatot a U.S. person, (2) a foreign governmentntarmational organization or
any wholly-owned agency or instrumentality of eitb&the foregoing, or (3) a tax-exempt entity;

C. the amount and description of common units helduied or transferred for the beneficial owner; and

d. specific information including the dates of acqtiisis and transfers, means of acquisitions anagfteas and acquisition cost-
purchases, as well as the amount of net proceedsdales.

Brokers and financial institutions are riegd to furnish additional information, includinghether they are U.S. persons and specific
information on common units they acquire, holdransfer for their own account. A penalty of $50 falure, up to a maximum of $100,000
per calendar year, is imposed by the Internal Ras&ode for failure to report that information & Whe nominee is required to supply the
beneficial owner of the common units with the imfation furnished to us.

New Legislation or Administrative or Judicial Aati

The rules dealing with U.S. federal incaimeation are constantly under review by personslired in the legislative process, the IRS
and the U.S. Treasury Department, frequently reepih revised interpretations of established cpigestatutory changes, revisions to
regulations and other modifications and interpietst No assurance can be given as to whethem,what form, any proposals affecting u
our unitholders will be enacted. The present UeBefal income tax treatment of an investment incommmon units may be modified by
administrative, legislative or judicial interpratat at any time, and any such action may affectstiments and commitments previously m.
Changes to the U.S. federal income tax laws amdprgtations thereof could make it more difficulimpossible to be treated as a partner
that is not taxable as a corporation for U.S. fabiecome tax purposes, affect or cause us to ehanginvestments and commitments, affect
the tax considerations of an investment in us, ghahe character or treatment of portions of oooine (including, for instance, the treatm
of carried interest as ordinary income rather ttegpital gain) and adversely affect an investmemuincommon units. See "Risk Factors—
Risks Related to Our Business—Our structure im@b@mplex provisions of U.S. federal income tax famwhich no clear precedent or
authority may be available. Our structure alsaulgjexct to potential legislative, judicial or adnstrative change and differing interpretations,
possibly on a retroactive basis," and "—Legislatias been introduced that would, if enacted, pdeclis from qualifying as a partnership for
U.S. federal income tax purposes. If this or amyilsir legislation or regulation were to be enaaed apply to us, we would incur a material
increase in our tax liability that could resultameduction in the value of our common units." \WWd aur unitholders could be adversely
affected by any such change in, or any new, tax tagulation or interpretation. Our organizatiodatuments and agreements permit the
board of directors to modify the amended and redtaperating agreement from time to time, withbetdconsent of the unitholders, in order
to address certain changes in U.S. federal incameegulations, legislation or interpretation. tmee circumstances, such revisions could
have a material adverse impact on some or all pfinitholders.

THE FOREGOING DISCUSSION IS NOT INTENDED AS A SUBSTITUTE FOR CAREFUL TAX PLANNING. THE TAX
MATTERS RELATING TO KKR AND ITS UNITHOLDERS ARE COM PLEX AND ARE SUBJECT TO VARYING
INTERPRETATIONS. MOREOVER, THE MEANING AND IMPACT O F TAX LAWS AND OF PROPOSED CHANGES WILL
VARY WITH THE PARTICULAR CIRCUMSTANCES OF EACH PROS PECTIVE UNITHOLDER. PROSPECTIVE
UNITHOLDERS SHOULD CONSULT THEIR TAX ADVISORS WITH RESPECT TO THE FEDERAL, STATE, LOCAL AND
OTHER TAX CONSEQUENCES OF ANY INVESTMENT IN THE COM MON UNITS.
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UNDERWRITING

We and the underwriters named below, foomviMorgan Stanley & Co. Incorporated and Citigrépbal Markets Inc. are acting as
representatives, have entered into an underwr@grgement covering the common units to be solligndffering. Subject to the terms and
conditions of the underwriting agreement, we hayeed to sell to the underwriters, and each undemiras severally agreed to purchase, at
the initial public offering price less the underivrgy discounts and commissions set forth on theecpage of this prospectus, the number of
common units listed next to its name in the follogvtable:

Number of
Underwriters Common Units

Morgan Stanley & Co. Incorporatt
Citigroup Global Markets Inc

Total

The underwriters are offering the commoitsusubject to their acceptance of the common drote us and subject to prior sale. The
underwriting agreement provides that the obligatiohthe several underwriters to pay for and acdefivery of the common units offered by
this prospectus are subject to the approval ohieleégal matters by their counsel and to certétieioconditions. The underwriters are
obligated to take and pay for all of the commortaunffered by this prospectus if any such commadtsiare taken. However, the underwril
are not required to take or pay for the commonsuritvered by the underwriters' over-allotment optiescribed below.

The underwriters initially propose to offart of the common units directly to the publictet public offering price listed on the cover
page of this prospectus and part to certain deateasrice that represents a concession not iessxaf $ per unit under the public
offering price. After the initial offering of theommmon units, the offering price and other selliegrts may from time to time be varied by the
representatives.

We have granted to the underwriters aroopgxercisable for 30 days from the date of thispectus, to purchase up to an aggregate
of additional common units at the publifedng price listed on the cover page of this pestus, less underwriting discounts and
commissions. The underwriters may exercise thimoolely for the purpose of covering ow@letments, if any, made in connection with
offering of the common units offered by this prosps. To the extent the option is exercised, eacterwriter will become obligated, subject
to specified conditions, to purchase approximattedysame percentage of additional common unitseaaumber listed next to the
underwriter's name in the preceding table beatisedotal number of common units listed next torthenes of all underwriters in the

preceding table. If the underwriters' option isreised in full, the total price to the public wollé $ , the total underwste
discounts would be $ andttital proceeds to us would be $
We and all of the directors and officeroaf Managing Partner have agreed that withoupthar written consent of on behalf of

the underwriters, we and they will not, during gexiod ending days after the date of thispeatus:

. offer, pledge, sell, contract to sell, sell anyioptor contract to purchase, purchase any optiaootract to sell, grant any
option, right or warrant to purchase, lend or othige transfer or dispose of, directly or indirectyny common units or any
securities convertible into or exercisable or exgfgable for common units; or
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. enter into any swap or other arrangement thatfeesmigo another, in whole or in part, any of theremmic consequences
ownership of the common units;

whether any such transaction described abovelie &ettled by delivery of common units or such ofeeurities, in cash or otherwise. In
addition, we have agreed that, without the pridttem consent of on behalf of the undi#texs, we will not file any registration
statement with the SEC relating to the offeringuoy common units or any securities convertible ortexercisable or exchangeable for
common units (other than any registration stateroarfform S-8 to register common units issued aresl for issuance under our 2007
Equity Incentive Plan). All of the directors andioérs of our Managing Partner have also agreet) without the prior written consent

of on behalf of the underwriters, theill wot during the period ending days aftee date of this prospectus, make any demand
for, or exercise any right with respect to, theisggtion of any common units or any securitiesvestible into or exercisable or exchangeable
for common units.

The -day restricted period describethspreceding paragraph will be extended if:

. during the last 17 days of the -day restrictedqal we issue an earnings release or material newsnaterial event relating
to KKR occurs; or

. prior to the expiration of the -day restrictegtipd, we announce that we will release earningslt® during the 16-day period
beginning on the last day of the -day period,

in which case the restrictions described in thegdang paragraph will continue to apply until thepieation of the 18day period beginning ¢
the issuance of the earnings release or the ocma@ the material news or material event. Thes#ictions do not apply to certain sales,
issuances, distributions and transfers. See "Conigmits Eligible for Future Sale—Lock-Up Arrangem®tit

The following table shows the per commoit and total underwriting discounts payable byTise amounts are shown assuming bot

exercise and full exercise of the underwritersiarpto purchase up to additional commoitsun
Paid by Us
No Exercise Full Exercise
Per common un $ $
Total $ $

In addition, we estimate that the expemdékis offering payable by us, other than undeimgi discounts, will be approximately $

In order to facilitate the offering of thbemmon units, the underwriters may engage in timss that stabilize, maintain or otherwise
affect the price of the common units. The underwsitmay sell more common units than they are dfglibto purchase under the underwriting
agreement, creating a short position. A shortisdleovered" if the short position is no greatearthhe number of common units available for
purchase by the underwriters under their over{aldsit option. The underwriters can close out a @ehort sale by exercising their over-
allotment option or purchasing common units indpen market. In determining the source of commatsua close out a covered short sale,
the underwriters will consider, among other thirths, open market price of common units compardtdqrice available under their over-
allotment option. The underwriters may also sethomn units in excess of their over-allotment opticneating a "naked short" position. The
underwriters must close out any naked short pastiippurchasing common units in the open marketaked short position is more likely to
be created if the underwriters are concerned bieaetmay be downward pressure on the price ofaheron units in the open market after
pricing that could adversely affect investors whioghase in the offering. In addition, to stabiltke price of the common units, the
underwriters may bid for and purchase common umitse open market. Finally, the underwriting syradé may reclaim selling concessions
allowed to an underwriter or a dealer for distribgtthe common units in the offering, if the syratie

210




repurchases previously distributed common unitoteer syndicate short positions or to stabilizeptiee of the common units. These
activities may raise or maintain the market pritéhe common units above independent market lemetgevent or retard a decline in the
market price of the common units. The underwritgesnot required to engage in these activities,raag end any of these activities at any
time.

The underwriters may also impose a peratty This occurs when a particular underwriter yep the underwriters a portion of the
underwriting discount received by it because  has repurchased common units sold by ohatcount of such underwriter in stabiliz
or short covering transactions.

Purchases to cover a short position ardligiaig transactions may have the effect of preirgnor retarding a decline in the market price
of common units, and together with the impositibthe penalty bid, may stabilize, maintain or othise affect the market price of the
common units. As a result, the price of the commioits may be higher than the price that otherwigghtrexist in the open market. If these
activities are commenced, they may be discontiratethy time. These transactions may be effectatimiew York Stock Exchange, in the
over-the-counter market or otherwise.

We intend to apply to list the common uwitsthe New York Stock Exchange under the symb&RK

Affiliates of some of the underwriters olimited partner interests in some of our investnfantls. Affiliates of the underwriters have
participated, or in the future may participatec@investments with our investment funds in poitf@ompanies of these investment funds. In
addition, each of the underwriters or their respectffiliates have performed, and are likely tomtioue in the future to perform, various
investment banking, financial advisory and lendéegvices for us, our investment funds and our fupddfolio companies, for which they
have received and are likely to continue in thereito receive customary fees and such fees iaghgeegate may be substantial.

A prospectus in electronic format may baleavailable on the websites maintained by onearemanderwriters. The representatives
may agree to allocate a number of common unitsitterwriters for sale to their online brokerage actdolders. Internet distributions will
be allocated by the representatives to underwritesmay make Internet distributions on the saassbas other allocations. Other than the
prospectus in electronic format, the informationaoy underwriter's or selling group member's webaitd any information contained in any
other website maintained by an underwriter or sgliroup member is not part of the prospectuserdhistration statement of which this
prospectus forms a part, has not been approveddarsed by us or any underwriter or selling growgmber in its capacity as underwriter or
selling group member and should not be relied upoimvestors. In addition, common units may be $idhe underwriter to securities
dealers who resell common units to online brokesgm®unt holders.

We and the underwriters have agreed tonimify each other against certain liabilities, irdilg liabilities under the Securities Act.
Directed Sale Program

At our request, the underwriters have resbfor sale, at the initial public offering priag to common units offered in this
prospectus for our principals, employees, limitadiers in our investment funds and others havisigrificant business relationship with
KKR. Persons who purchase such reserved commos wititbe required to agree, during the period rgdi days after purchasing such
common units, not to sell, transfer, assign, plesigeypothecate such common units. This lock-ujopewill be extended if during the last
17 days of the lockip period we issue a release about earnings orialatews or events relating to us occurs, or,rieche expiration of tr
lock-up period, we announce that we will releasmiegs results during the 16-day period beginnindghe last day of the lock-up period, in
which case the restrictions described above wiltiooie to apply until the expiration of the -dagriod beginning on the issuance of the
release or the occurrence of the material newsademal event.
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The number of common units available fde $a the general public will be reduced to thesexsuch persons purchase such reserved
common units. Any reserved common units that atessa@urchased will be offered by the underwriterthe general public on the same b
as the other common units offered in this prospectu

Pricing of the Offering

Prior to this offering, there has been nbliz market for our common units. The initial pigbdffering price will be determined by
negotiations between us and the representativesngrthe factors to be considered in determiningritial public offering price will be our
future prospects and those of our industry in galheur sales, earnings and other financial opsgatiformation in recent periods, and the
price-earnings ratios, price-sales ratios, markieep of securities and financial and operatingrimfation of companies engaged in activities
similar to ours. The estimated initial public offey price range set forth on the cover page ofghédiminary prospectus is subject to change
as a result of market conditions and other factors.
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LEGAL MATTERS

The validity of the common units will begsad upon for us by Simpson Thacher & Bartlett LNBw York, New York, and Simpson
Thacher & Bartlett LLP has opined as to certain.Beferal income tax matters with respect to ustaiepartners of Simpson Thacher &
Bartlett LLP, members of their families and relapedisons have an interest representing less thaof 18é capital commitments of
investment funds that we manage. Certain legalarsih connection with this offering will be passgubn for the underwriters by Davis
Polk & Wardwell, New York, New York.

EXPERTS

The statement of financial condition of KKRCo. L.P. as of June 29, 2007, included in thizspectus has been audited by Deloitte &
Touche LLP, independent registered public accogrftim, as stated in their report appearing elsewlherein, and is included in reliance
upon the report of such firm given upon their adtigaas experts in accounting and auditing.

The statement of financial condition of KKiRanagement LLC as of June 29, 2007, includedigygtospectus has been audited by
Deloitte & Touche LLP, independent registered pubticounting firm, as stated in their report apipgeelsewhere herein, and is included in
reliance upon the report of such firm given upagirthuthority as experts in accounting and auditing

The combined financial statements of KKR@r as of December 31, 2006 and 2005, and for efaitie three years in the period ended
December 31, 2006, included in this prospectus baes audited by Deloitte & Touche LLP, independegtstered public accounting firm,
as stated in their report appearing elsewheremeaad are included in reliance upon the repostush firm given upon their authority as
experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We have filed with the SEC a registratitatesment on Form $-under the Securities Act with respect to the comumits offered in thi
prospectus. This prospectus, filed as part of élgéstration statement, does not contain all ofitf@mation set forth in the registration
statement and its exhibits and schedules, portbmdich have been omitted as permitted by thesraled regulations of the SEC. For further
information about us and our common units, we rederto the registration statement and to its ethdnd schedules. Statements in this
prospectus about the contents of any contracteaggat or other document are not necessarily complad, in each instance, we refer you to
the copy of such contract, agreement or documkaat &éis an exhibit to the registration statement.

Anyone may inspect the registration statgraad its exhibits and schedules without chargbeapublic reference facilities the SEC
maintains at 100 F Street, N.E., Washington, D@54®. You may obtain copies of all or any parthefde materials from the SEC upon the
payment of certain fees prescribed by the SEC. iiay obtain further information about the operatbthe SEC's Public Reference Room
by calling the SEC at 1-800-SEC-0330. You may aispect these reports and other information withoatrge at a website maintained by
the SEC. The address of this website is http://msga.gov.

Upon completion of this offering, we wikbome subject to the informational requirementhefExchange Act and will be required to
file reports and other information with the SEC.uMaill be able to inspect and copy these reportsather information at the public refere:
facilities maintained by the SEC at the addressdhabove. You also will be able to obtain copiethaf material from the Public Reference
Room of the SEC as described above, or inspect thigmut charge at the SEC's website. We interfdrtish our unitholders with annual
reports containing consolidated financial statemenidited by our independent registered public attiag firm.
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* The combined financial statements reflect the hisdbresults of operations and financial positadrihe KKR Group for all periods

presented. Accordingly, the historical financiatetments do not reflect what the results of opanatand financial position of the
KKR Group would have been had the KKR Group bestaad-alone, public company for the periods present

The KKR Group has operated in the U.S. throughowerlimited liability companies and partnerships.avresult, the KKR Group's
income has generally not been subject to U.S. &decome taxes. Taxes related to income earngahliyerships represent
obligations of the individual partners. Income tmsown on the KKR Group's historical combinedestagnts of income are
attributable to taxes incurred in non-U.S. entitesd to New York City unincorporated business tisibaitable to the KKR Group's
operations apportioned to New York City. Unaudiped forma taxes based on the Reorganization Trénsaare provided within the
Unaudited Pro Forma Financial Information sectibthes prospectus.
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The KKR Group's business is presently conductenbiin a large number of entities which are underctdremon control of our seni
principals and the common ownership of our existimgers, and for which there is no single holdingte. Accordingly, the KKR
Group has not presented historical earnings perfithe combined entities. Unaudited pro formanesys per unit, based on the
Reorganization Transactions, are provided withenWmaudited Pro Forma Financial Information sectibthis prospectus.

Payment for services rendered by the principalschvas a result of the KKR Group operating as angaship, historically has been
accounted for as distributions from partner's epéther than as compensation and benefits expAsseresult, the KKR Group's net
income historically has not reflected paymentssinvices rendered by its principals. After thisedfig the KKR Group will include ¢
payments for services rendered by its principalniployee compensation and benefits expense.
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Report of Independent Registered Public Accountindrirm
To the Partners of KKR & Co. L.P.:

We have audited the accompanying statenfdirtancial condition of KKR & Co. L.P. (the "Parrship") as of June 29, 2007. This
financial statement is the responsibility of thetRership's management. Our responsibility is foregs an opinion on this financial statement
based on our audit.

We conducted our audit in accordance withstandards of the Public Company Accounting Ogiet8oard (United States). Those
standards require that we plan and perform thet émdbtain reasonable assurance about whethdinthecial statement is free of material
misstatement. The Partnership is not required ¥e haor were we engaged to perform, an audit ahtesnal control over financial reporting.
Our audit included consideration of internal cohtreer financial reporting as a basis for desigraniglit procedures that are appropriate in the
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the Partnpisimternal control over financial
reporting. Accordingly, we express no such opinidn.audit also includes examining, on a test basiglence supporting the amounts and
disclosures in the financial statement, assesbi@@ctcounting principles used and significant estids made by management, as well as
evaluating the overall financial statement pred@rmaWe believe that our audit provides a reastmbhsis for our opinion.

In our opinion, such financial statemerggamts fairly, in all material respects, the finahposition of KKR & Co. L.P. as of June 29,
2007, in conformity with accounting principles geally accepted in the United States of America.

/sl Deloitte & Touche LLP

New York, New York
July 3, 2007
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KKR & CO. L.P.

Statement of Financial Condition as of June 29, 2G0

Assets
Cash $ 1,00C
L]
Partners' Capital
Partners' Capitz $ 1,00¢
L]

Notes to Statement of Financial Condition

1. ORGANIZATION

KKR & Co. L.P. (the "Partnership") was fagthas a Delaware limited partnership on June 2B/.2Bursuant to a series of transactions,
the Partnership will become a holding partnershighits sole assets are expected to consist ofabnty equity interests in KKR Managem:
Holdings Corp. and KKR Fund Holdings L.P. Througbde equity interests, the Partnership will opesaté control all of the businesses and
affairs of those entities and their subsidiariekRKkManagement LLC is the general partner of therfeaship.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting—The accompanying Statement of Financial Conditias been prepared in accordance with accountingipkes
generally accepted in the United States of AmefSegmarate Statements of Income, Changes in Par@apial and Cash Flows have not b
presented in the financial statement because tere been no activities of the Partnership.

3. PARTNERS' CAPITAL
An organizational limited partner of therfarship contributed $1,000 to the Partnershipoinnection with the Partnership's formation.
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Report of Independent Registered Public Accountindrirm
To the Members of KKR Management LLC:

We have audited the accompanying stateofdiriancial condition of KKR Management LLC (th€8mpany") as of June 29, 2007.
This financial statement is the responsibility e Company's management. Our responsibility ixpoess an opinion on this financial
statement based on our audit.

We conducted our audit in accordance withgstandards of the Public Company Accounting Ogietr8oard (United States). Those
standards require that we plan and perform thet émdbtain reasonable assurance about whethdinthecial statement is free of material
misstatement. The Company is not required to hamewere we engaged to perform, an audit of isriral control over financial reporting.
Our audit included consideration of internal cohtreer financial reporting as a basis for desigraniglit procedures that are appropriate in the
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the Companyésnal control over financial reporting.
Accordingly, we express no such opinion. An autlibancludes examining, on a test basis, evideapparting the amounts and disclosures
in the financial statement, assessing the accayptimciples used and significant estimates mademagagement, as well as evaluating the
overall financial statement presentation. We belithat our audit provides a reasonable basis foopinion.

In our opinion, such financial statemerggamts fairly, in all material respects, the finahposition of KKR Management LLC as of
June 29, 2007, in conformity with accounting prpies generally accepted in the United States of ikaae

/s/ Deloitte & Touche LLP

New York, New York
July 3, 2007
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KKR MANAGEMENT LLC

Statement of Financial Condition as of June 29, 2G0

Assets
Cash $ 1,00(
|
Members' Capital
Members' Capite $ 1,00(
|

Notes to Statement of Financial Condition
1. ORGANIZATION

KKR Management LLC (the "Company") was fedras a Delaware limited liability company on J&6e2007. The Company has been
established to serve as the general partner of RKFd. L.P.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting—The accompanying Statement of Financial Conditias been prepared in accordance with accountingiplés
generally accepted in the United States of AmefSegparate Statements of Income, Changes in Men@ap#tal and Cash Flows have not
been presented in the financial statement bechese have been no activities of the Company.

3. MEMBERS' CAPITAL
Organizational members of the Company doutied $1,000 to the Company in connection witHatsnation.
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Report of Independent Registered Public Accountindrirm
To the Partners of the KKR Group:

We have audited the accompanying combitetéraents of financial condition of the KKR Groupg "Company") as of December 31,
2006 and 2005, and the related combined stateroéimtsome, changes in partners' capital and of fas¥s for each of the three years in the
period ended December 31, 2006. These financi@retants are the responsibility of the Company'sagament. Our responsibility is to
express an opinion on these financial statemersisdoan our audits.

We conducted our audits in accordance thighstandards of the Public Company Accounting €lgat Board (United States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. The Company is not required to hamewere we engaged to perform, an audit of iriral control over financial reporting.
Our audits included consideration of internal cohtwer financial reporting as a basis for desigranidit procedures that are appropriate in
the circumstances, but not for the purpose of esgimg an opinion on the effectiveness of the Corypganternal control over financial
reporting. Accordingly, we express no such opini&m audit also includes examining, on a test basiglence supporting the amounts and
disclosures in the financial statements, assessagccounting principles used and significannesttes made by management, as well as
evaluating the overall financial statement pred@raWe believe that our audits provide a reastmbhsis for our opinion.

In our opinion, such combined financiakstaents present fairly, in all material respedts,dombined financial position of the KKR
Group as of December 31, 2006 and 2005, and théioech results of their operations and their casWdl for each of the three years in the
period ended December 31, 2006, in conformity \w&itbounting principles generally accepted in thetdthStates of America.

/sl Deloitte & Touche LLP

New York, New York
July 3, 2007
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KKR GROUP
Combined Statements of Financial Condition
As of December 31, 2006 and 2005
(Dollars in Thousands)

December 31,

2006 2005

Assets
Cash and Cash Equivalel $ 92,991 % 96,29:
Cash and Cash Equivalents Held at Consolidatedié&s 2,299,65! 193,70t
Restricted Cash and Cash Equivale 108,29! —
Investments, at Fair Valu 20,538,24 12,961,28
Due from Affiliates 115,56: 50,08’
Other Asset: 138,03¢ 68,04:
Total Assets $ 23,292,78 $ 13,369,41

Liabilities and Partners' Capital

Debt Obligations $ 948,80 $ 249,43¢
Accounts Payable, Accrued Expenses and Other itiabi 333,12( 169,33¢
Total Liabilities 1,281,92: 418,77t

Commitments and Contingencies

Non-Controlling Interests in Consolidated Entities 20,201,54 11,413,88

Partners' Capital

Partners' Capite 1,801,68!I 1,530,61!
Accumulated Other Comprehensive Incc 7,62¢ 6,134
Total Partners' Capital 1,809,31: 1,536,74
Total Liabilities and Partners' Capital $ 23,292,78 $ 13,369,41

See notes to combined financial statements.
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Revenues
Fee Income

Expenses
Employee Compensation and Bene
Occupancy and Related Chart
General, Administrative and Oth
Fund Expense

Total Expenses

Investment Income
Net Gains from Investment Activitie
Dividend Income
Interest Incom:
Interest Expens

Total Investment Income

KKR GROUP

Combined Statements of Income

For the Years Ended December 31, 2006, 2005 and 200

(Dollars in Thousands)

Year Ended December 31,

Income before Non-Controlling Interests in Income 6Consolidated

Entities and Income Taxes

Non-Controlling Interests in Income of

Income Before Taxes
Income Taxes

Net Income

2006 2005 2004
$ 410,32¢ $ 23294¢ % 183,46:

131,66° 79,64: 69,95¢

19,29¢ 13,53¢ 10,68¢

78,15« 54,33¢ 36,93

38,35( 20,77¢ 16,47(

267,46¢ 168,29: 134,04!

3,105,52 2,984,50. 3,026,391

714,06¢ 729,92¢ 14,61:

210,87: 27,16¢ 54,06(

(29,547 (697) (529

4,000,92 3,740,89 3,094,54.

4,143,78! 3,805,55: 3,143,96!

Consolidated Enities 3,026,91. 2,861,18! 2,364,30!
1,116,87. 944,36° 779,65:

4,16° 2,90( 6,26¢

$ 1,112,700 $ 941,46° $ 773,38¢

| | |

See notes to combined financial statements.
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KKR GROUP
Combined Statements of Changes in Partners' Capital

For the Years Ended December 31, 2006, 2005 and 200

(Dollars in Thousands)

Accumulated Other

Partners' Comprehensive

Total Partners'

Capital Income (Loss) Capital
Balance at January 1, 200: $ 827,04t $ 2,880 $ 829,92!
Comprehensive Inconr
Net Income 773,38t 773,38t
Other Comprehensive Inco—
Currency Translation Adjustme 4,28¢ 4,28¢
Total Comprehensive Incon 777,67(
Capital Contribution: 156,11¢ 156,11¢
Capital Distributions (632,96 (632,969
Balance at December 31, 2004 1,123,57 7,164 1,130,74.
Comprehensive Incomnr
Net Income 941,46 941,46°
Other Comprehensive Inco—
Currency Translation Adjustme (2,030 (2,030
Total Comprehensive Incon 940,43°
Capital Contribution: 146,34« 146,34
Capital Distributions (680,774 (680,779
Balance at December 31, 20C 1,530,61! 6,13 1,536,74!
Comprehensive Incorr
Net Income 1,112,70! 1,112,70!
Other Comprehensive Incorr
Currency Translation Adjustme 1,48¢ 1,48¢
Net Change in Unrealized Gain on Securi
Available for Sale 3 3
Total Comprehensive Incon 1,114,20:
Capital Contribution: 267,11 267,11
Capital Distributions (1,108,75) (1,108,75)
Balance at December 31, 20C $ 1,801,681 $ 7,62¢ $ 1,809,31.

See notes to combined financial statements.
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KKR GROUP

Combined Statements of Cash Flows

For the Years Ended December 31, 2006, 2005 and 200

(Dollars in Thousands)

Cash Flows from Operating Activities

Net Income

Adjustments to Reconcile Net Income to Net Cashe(lia) Provided

By Operating Activities
Non-Controlling Interests in Income of Consolidated it
Net Realized Gains on Investme
Change in Unrealized Gains on Investments AllocébleKR
Group
Change in Unrealized Losses (Gains) on Investm&ifdsable to
Non-Controlling Interest:
Other Noi-Cash Amounts Included in Net Incor

Cash Flows Due to Changes in Operating Assets ailities:
Change in Cash and Cash Equivalents Held at Calaseti Entitie:
Change in Due from Affiliate
Change in Other Asse
Change in Accounts Payable, Accrued Expenses amer Ot
Liabilities
Investments Purchas
Cash Proceeds from Sale of Investm

Net Cash (Used In) Provided By Operating Activit

Cash Flows from Investing Activities
Change in Restricted Cash and Cash Equiva
Purchase of Furniture, Equipment and Leaseholddwgments

Net Cash Used in Investing Activiti

Cash Flows from Financing Activities
Distributions to No-Controlling Interests in Consolidated Entit
Contributions from No-Controlling Interests in Consolidated Entit
Distributions to Partnel
Contributions from Partnel
Proceeds from Debt Obligatio
Repayment of Debt Obligatiol

Net Cash Provided By (Used in) Financing Activi

Net (Decrease) Increase in Cash and Cash Equivalsr
Cash and Cash Equivalents, Beginning of \

Cash and Cash Equivalents, End of Y

Supplemental Disclosures of Cash Flow Informatiol
Payments for Intere:
Payments for Income Tax
Supplemental Nor-Cash Financing Activities
Non-Cash Distributions to Non-Controlling Interestddnnsolidated
Entities
Non-Cash Distributions to Partne
Restricted stock grant from affilia
Stock option grant from affiliat

Year Ended December 31,

2006 2005 2004

$ 1,112,700 $ 941,46 $ 773,38t
3,026,91: 2,861,18 2,364,30!
(3,244,93) (1,567,31) (2,932,80)

(3,835) (274,71) (56,410

143,24: (1,142,48) (37,189

(16,069 (7,029 (13,899

(2,105,94) (143,94 16,96¢

(65,472 (22,28)) (14,650)

(68,71%) (18,027) 152,11«

60,18¢ 30,02¢ (12,839

(9,555,63)) (3,399,74) (3,081,99)
5,186,40! 2,636,39 4,642,76
(5,531,14) (106,441 1,799,76
(108,295 — —

(21,81%) (5,057) (2,575)
(130,11() (5,052 (2,575)
(5,675,56) (3,333,37) (4,469,24)
11,430,56 3,633,69! 3,173,92
(1,063,53)) (561,84() (598,31)

267,11° 146,34 156,11¢

3,722,37! 273,84: 54,46
(3,023,01) (24,40) (54,46%)
5,657,95: 134,27 (1,737,50)

(3,302) 22,77 59,68:

96,29: 73,52: 13,83¢

$ 92,99: $ 96,29: $ 73,52:
| | |
$ 16,96: $ 114 $ 457
$ 593¢ $ 2521 $ 3,067
$ 10,06( $ 4,70¢ —
$ 4522¢ $ 118,93 $ 34,65¢
$ 4565¢ $ 23,87

— — 3 1,74C

See notes to combined financial stateme



F-11




KKR GROUP
Notes to Combined Financial Statements

(All Dollars Are in Thousands Except Where Otherwig Noted)
1. ORGANIZATION AND BASIS OF PRESENTATION

The KKR Group (the "Company") is a globlémnative asset manager with principal executiffie@s in New York and Menlo Park,
California. The Company's alternative asset manageiusiness involves sponsoring and managing timesg funds that make investments
worldwide in private equity and debt transactionsehalf of third-party investors and the Companwsers ("Principals”), including its
founders. In connection with these activities, @mmpany also manages substantial investments iicpduity. With respect to certain funds
that it sponsors, the Company commits to contrilugpecified amount of equity as the general padhthe fund (ranging from
approximately 2% to 3% of the funds' total capiainmitments) to fund a portion of acquisition prfoethe fund's investments.

The accompanying combined financial stat@mef the Company include the results of six ef @ompany's private equity funds and
two of the Company's credit strategy funds (the RKRunds") and the general partners and manageremanies of those funds. The
Company operates as a single professional serfifoesnd carries out its investment activities untte "KKR" brand name. The entities
comprising the Company are under the common coafrouir senior Principals (the "Senior Principal§he Senior Principals are actively
involved in the Company's operations and management

The accompanying combined financial stat@maclude the accounts of the management comgakahlberg Kravis Roberts & Co.
L.P. and KKR Financial LLC, and the general partrafrthe private equity funds (the "Common ConEntities") and their respective
consolidated funds: KKR 1996 Fund; KKR European®WKR Millennium Fund; KKR European Fund Il; KKROR6 Fund; KKR Private
Equity Investors and certain of the KKR Strategap(al Funds.

KKR Financial Holdings LLC ("KFN") is a plibly traded credit strategy fund whose limitedoiigy Company interests are listed on-
New York Stock Exchange under the symbol "KFN." KiBNnanaged by the Company but is not under thereamcontrol of the Senic
Principals or otherwise consolidated by the Compangontrol is maintained by thighrty investors. KFN was organized in August 2004
completed its initial public offering on June 2805. As of December 31, 2006 and 2005, KFN hadalmleted assets of $17.6 billion and
$15.3 billion, respectively, and stockholders' ¢gof $1.7 billion. Shares of KFN held by the Compare accounted for as trading securities
(see Note 2) and represented approximately 2.098a% of KFN's outstanding shares as of Decembe?@®16 and 2005, respectively.

For management reporting purposes, the @agnpperates through two reportable business segmen

. Private Equity— The Company's private equity segment involves spamg and managing a group of funds that make
primarily control-oriented investments in connentigith leveraged buyouts and other similar investhogportunities. These
funds are managed by Kohlberg Kravis Roberts &ICB. and currently consist of a number of privajaity funds that have a
finite life and investment period ("Traditional Paite Equity Funds") and KKR Private Equity Investa private equity-
oriented permanent capital fund that has a perpettistence and investment period ("KPE").

. Credit— The Company's credit segment involves sponsoridgia@maging a group of private and publicly tradedstment
funds that invests primarily in corporate debt €dit Strategy Funds") and managing four structdirethce vehicles which
were established to complete secured financingaetions. The Credit Strategy Funds are managadlisidiaries of KKR
Financial
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LLC and currently consist of KFN and the KKR StgiteCapital Funds (the "SCF"), which are comprieéthree side-by-side
private credit strategy funds. Two of the side-liledunds in the SCF and one of the structurechfieasehicles managed by
the Company have been consolidated in the accormmaogmbined financial statements of the Compate third side-by-
side fund is not consolidated by the KKR Group.sTfind is owned and controlled by thipd+ty investors and the KKR Gro
holds no economic or voting interests. The KKR Groeceives management and incentive fees for magdlge assets held
this fund. See note 2 to the combined financiakstents for the Company's accounting policy regardiee Income. Three of
the four structured finance vehicles are not cadatéd by the KKR Group as KFN holds the majorityh® economic and
voting interests. Accordingly, these structurecfioe vehicles are consolidated by KFN.

The instruments governing the Traditiond@v&e Equity Funds provide that the funds will tione in existence for a varying term
(generally up to 18 years from the date of inifiedding), unless the funds are terminated by tlecRrals or through an event of dissolution,
as defined in the applicable governing instrumeht® instruments governing KPE and the Credit 8gy@Funds generally provide that those
funds will continue in existence indefinitely, ustethe funds are terminated earlier as provideéddrapplicable governing instruments.

The Company has three primary sourcesanfie: (i) fee income (consisting primarily of maaagent, transaction and monitoring fet
(i) amounts received from the Company's funddisform of a carried interest or other distributibat entitles the Company to a
disproportionate share of the gains generated dyuids; and (iii) investment income generatedughothe investment of the Company's
capital in its funds and other proprietary invegtise

The KKR Funds are consolidated pursuaattmunting principles generally accepted in thetéthBtates of America ("GAAP") as
described in Note 2, notwithstanding the fact thatCompany has only a minority economic inteneshe those funds. Specifically, the
general partners of the KKR Funds consolidate tiesipective funds and certain of their respectitéies in accordance with Emerging
Issues Task Force ("EITF") No. 04-5, "Determininp@ther a General Partner, or the General Partseagzoup, Controls a Limited
Partnership or Similar Entity When the Limited Pars Have Certain Rights." Consequently, the Colyipamombined financial statements
reflect the assets, liabilities, revenues, experisesstment income and cash flows of the constditl&KR Funds on a gross basis, and the
majority of the economic interests in those fundsich are held by third-party investors, are refieicas non-controlling interests in
consolidated entities in the accompanying combfirethcial statements. Substantially all of the ngeraent fees and certain other amounts
earned by the Company from those funds are eliméhat combination. However, because the eliminatadunts are earned from, and
funded by, non-controlling interest holders, therpany's allocable share of the net income frometiosds is increased by the amounts
eliminated. Accordingly, the combination of the KKIends has no net effect on the Company's net incorpartners' capital. See Note 2.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
General
Basis of Accounting—The accompanying combined financial statementpameared in accordance with GAAP.

Principles of Consolidation—The Company's policy is to consolidate those etiim which it, through the Senior Principals, has
control. Hereinafter, all entities that are incldde the accompanying combined financial statemaregeferred to as consolidated entities.

The consolidated entities are under themsomcontrol of the Senior Principals. The accompagngombined financial statements
include the accounts of the Company and its cotdatdd entities, which are comprised of (i) thostities in which the Company, directly or
through the Senior Principals, has majority ownigrsimd has control over significant operating, ficial and investing decisions, and (ii) the
consolidated KKR Funds, which are those entitieshich the Company, through the Senior Princigatdds substantive, controlling general
partner or managing member interests. With reqpette consolidated KKR Funds, the Company geneha$ operational discretion and
control, and fund investors have no substantivietsi¢p impact ongoing governance and operatingities of the fund.

The KKR Funds do not consolidate their majeowned and controlled investments in portfatismpanies ("Portfolio Companies").
Rather, those investments are accounted for astimemts and carried at fair value as describedibelo

Intercompany transactions and balances bege eliminated.

Non-Controlling Interests in Consolidated Entities—Non-controlling interests in consolidated entitiepresent the ownership
interests in consolidated entities, including cdidsbed KKR Funds, held by entities or persons othan the Principals. Non-controlling
interest holders in the Company have a substamtiakbrship position in the Company's combined tasaskets (approximately 87% as of
December 31, 2006).

Allocation of income to non-controlling @rests in consolidated KKR Funds is based on t#getive funds' governing instruments.

In the case of the Traditional Private Eg&unds, profits on capital invested on behallfirofted partners are allocated to the limited
partners in an amount equal to 80% of the ratitheir capital contributions to the total capitahtributed by all partners with respect to each
investment. The general partners of the funds vedsie remaining portion of the profits in the foofra carried interest. Losses on a fund's
investments are first applied to the excess offaior income over such losses. Any remaining furgbés are applied to the equity accour
the partners in proportion to their capital conitédl with respect to each individual investmentil tine partners' equity accounts have been
reduced to zero. Any remaining fund losses arecaléd to the fund's general partner.

In the case of KPE, one of the fund's galneartners holds an economic interest in the thatlwill entitle it to a disproportionate share
of the gains generated by the fund's direct investsionce the fund's
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capitalization costs (the "Creditable Amount") héeen recouped as described below. This economeiest consists of:

. a carried interest that generally will allocatdte general partner 20% of the gain that is redl@e direct private equity
investments that are made with fund investors'tabafter any realized losses on other direct peivuity investments have
been recovered; and

. a distribution right that generally will allocate the general partner 20% of the annual increatigeimet asset value of all ott
direct investments that are made with fund invesStapital above the highest net asset value athnn incentive amount was
previously made.

The general partner is not entitled to ried interest or incentive distribution right witespect to the fund's indirect investments, which
consist of investments made through other fundsttieaCompany sponsors. However, if the fund aeguér partner interest in one of the
Company's other funds from a third party, the anodidistributions that the general partner recgiparsuant to its distribution right may be
adjusted to reflect realized gains or losses regett the value of the acquired partner interestnéted above, the general partner of KPE has
agreed to forego receiving a carried interest sirihiution until the profits on investments wittspect to which it would be entitled to receive
a carried interest or distribution equal the Cedalit Amount. As of December 31, 2006, the Credit@#vhount had a remaining balance of
$244,449.

Use of Estimates—The preparation of the combined financial statesm@nconformity with GAAP requires management take
estimates and assumptions that affect the repartemints of assets and liabilities, the disclosfi@ntingent assets and liabilities at the date
of the combined financial statements and the repaxmounts of revenues, expenses and investma@méduring the reporting periods. S
estimates include but are not limited to the vatuabf Portfolio Companies owned by the KKR Furfitgncial instruments owned and other
matters that affect reported amounts of assetdianitities. Actual results could differ from thosstimates and such differences could be
material to the combined financial statements.

Income Statement Measuremer

Fee Income—Fee income is comprised of (i) transaction feegiked from Portfolio Companies, (ii) monitoringegereceived from
Portfolio Companies, (iii) management fees receiverh unconsolidated funds and (iv) incentive fesmseived from unconsolidated funds.
Such fees are based upon the contractual termmdfrhanagement and related agreements and areizedin the period during which the
related services are performed and the amountstieer contractually earned.
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For the years ended December 31, 2006, 2065004, fee income consists of the following:

Year Ended December 31,

2006 2005 2004

Transaction Fees Received from Portfolio Compa $ 258,03¢ $ 135,25 $ 139,50(

Monitoring Fees Received from Portfolio Compar 81,97 58,24+ 35,70:

Management Fees Received from Unconsolidated
Funds 55,75¢ 39,45( 8,26(
Incentive Fees Received from Unconsolidated Fi 14,56¢ — —
Total Fee Incom $ 410,32¢ $ 232,94' $ 183,46
| |

Management fees received from consolidated andnsatidated funds—For the Traditional Private Equity Funds, grossxagement
fees generally range from 1% to 1.5% of committegital during the fund's investment period and agipnately .75% of invested capital
after the expiration of the fund's investment pebribypically, an investment period is defined gsedod of up to six years. The actual length
of the period may be shorter based on the timimbuse of committed capital.

For KPE, management fees are determinedaglygbased on 25% of the sum of (i) that fund|sity up to and including $3 billion
multiplied by 1.25% plus (ii) that fund's equityéxcess of $3 billion multiplied by 1%. For purpsse calculating the management fee,
equity is an amount defined in the management aggae Until the Creditable Amount is reached, tleenPany has generally agreed to
reduce the amount of management fees payable Buridén any period by amounts that the Companiysaaffiliates receive during the
period pursuant to a carried interest in a priafeity fund in which KPE invests

Management fees received from consolidtéR Funds are eliminated in combination. Howevercduse these amounts are funded by,
and earned from, non-controlling interest hold#rs,Company's allocated share of the net incomma @ronsolidated KKR Funds is increased
by the amount of fees that are eliminated. Accalgirthe elimination of the fees does not havetaeffect on the Company's net income or
partners' capital.

The Company's management agreement with pieMdes, among other things, that KFN is respaadior paying to the Company
certain fees and reimbursements, consisting oka banagement fee, an incentive fee and reimburgdoreut-of-pocket and certain other
costs and expenses incurred by the Company onft#H&FN. The Company earns an annual base managdee computed monthly in
arrears, in an amount equal to adjusted equityiptiell by 1.75%. For purposes of calculating thedbmanagement fee, adjusted equity is an
amount defined in the management agreement.
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The Company's management agreement with WilNutomatically be renewed for successive oparjterms following December 31,
2007 unless the agreement is terminated in accoedaith its terms. The management agreement pretidd the fund may terminate the
agreement only if:

. the termination is approved at least 180 days poidhe expiration date by at least tiirds of the fund's independent direc
or by the holders of a majority of the outstandshgres of the fund's common stock and the ternsimagi based upon (i) a
determination that the Company's performance has basatisfactory and materially detrimental tofthed or (i) a
determination that the management and incentive jagable to us are not fair (subject to our righgrevent a termination by
reaching an agreement to reduce the Company's raauesg and incentive fees), in which case a teriiondge is payable to
the Company; or

. the Company's subsidiary that manages the fundriexpes a "change of control" or we materially lstethe provisions of the
agreement, engage in certain acts of willful miskan or gross negligence, become bankrupt or iestler are dissolved, in
which case a termination fee is not payable taQbmpany.

The Company has received restricted comstmck and common stock options from KFN as a corapbaf compensation for
management services to that fund. The restrictathoon stock and stock options vest ratably overiegiple vesting periods and are initially
recorded as deferred revenue at their estimateddhies at the date of grant. Subsequently, thre@my re-measures the restricted common
stock and stock options to the extent that theyuaxested, with a corresponding adjustment to dederevenue. Income from restricted
common stock and common stock options is recogmiaidbly over the vesting period as a componefgefncome and amounted to
$24,667, $18,468 and $3,147 for the years endedrbleer 31, 2006, 2005 and 2004, respectively.

The Company has entered into managemeeeagants with the side-lside funds comprising the KKR Strategic Capital dipursuar
to which it has agreed to provide them with manag@rand other services. Under the management agreexnd, in some cases, other
documents governing the individual funds, the Comygda entitled to receive:

. with respect to investors who have agreed to a @timlockup period, a monthly management fee that is equal1667% (o
2.0% annualized) of the net asset value of theviddal fund that is allocable to those investors] a

. with respect to investors who have agreed to a @dtimlockup period, a monthly management fee that is equal250% (o
1.5% annualized) of the net asset value of theaqmrfund that is allocable to those investors.

Vested common stock that is received asngponent of compensation for management servieesaaried as trading securities, because
the Company generally intends to distribute the mmm stock subsequent to vesting. Vested commok saecorded at estimated fair value
with changes in fair value recognized in Net Gdiosn Investment Activities.

Vested stock options received as a comparfesompensation for management services meatttheacteristics of derivative
investments. Subsequent to vesting, these optimmincie to be measured at estimated fair value etiinges in fair value recognized in
current income as an unrealized gain or loss.
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Both vested and unvested common stock optionsaued using a Black-Scholes pricing model as ofiie of each period.

Incentive fees received from unconsolidated fun@isze-Company's management agreement with KFN previui KFN is responsible
for paying a quarterly incentive fee when the netoin assets under management exceeds certain barkclaturns or other performance
targets. This incentive fee is accrued quarteftgrall contingencies have been removed, basqEediormance to date versus the
performance benchmark stated in the managemergragré. Once earned, there are no clawbacks oftimegres received from KFN.

As part of the Company's management agreemgth the side-by-side funds comprising the K&Rategic Capital Funds the Company
is entitled to receive incentive fees as follows:

. with respect to investors who have agreed to a @stimlock-up period, an annual incentive fee equ&0% of the increase in
the net asset value of the individual fund thatliscable to those investors above the highesasstt value at which an
incentive fee has previously been received; and

. with respect to investors who have agreed to a @dtimlock-up period, an annual incentive fee equal5% of the increase in
the net asset value of the individual fund thatliscable to those investors above the highesasstt value at which an
incentive fee has previously been received.

These incentive fees are accrued annuadtsr, all contingencies have been removed, basg@dormance to date versus the
performance benchmark stated in the managemergragré. Since performance can fluctuate duringimtgeriods, no incentive fees are
recognized on a quarterly basis. Once earned, #rereo clawbacks of incentive fees received froenside-by-side funds comprising the
KKR Strategic Capital Funds.

Transaction fees received from Portfolio Compani€Eransaction fees are earned by the Company piimiarconnection with
successful acquisitions of Portfolio Companies biygte equity funds and with respect to certaireotiegotiated investments. Transaction
fees are recorded in fee income upon closing ofrdresaction. Fees are typically paid by Portf@mmpanies on or around the closing date
and generally approximate 1% of the total transactalue to which the Company is entitled to itspgmrtionate share. Transaction-related
expenses associated with successful Portfolio Cognjpevestments are deferred and recorded in Otksei& until the transaction is
consummated. See our description under "—Reimbweseof Transaction-Related Expenses” below. Tramsacelated expenses associated
with investigating Portfolio Company investmentatthre not consummated are recorded in fund expevisen facts and circumstances
indicate that the transactions are unlikely to twescimmated.

Monitoring fees received from Portfolio Companie$/onitoring fees are earned by the Company forisesvprovided to the Portfolio
Companies of private equity funds. These fees aie lpased on a fixed periodic schedule by the BlatCompanies either in advance or in
arrears and are separately negotiated for eacfoRm@ompany.

Reimbursement of Transaction-Related Expenses-In pursuing successful Portfolio Company investtadar private equity funds,
the Company receives reimbursement for certairséretion-related expenses. Transaction-related sggewhich are billable to third parties,
are deferred until the
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transaction is consummated and recorded in otlsets@sn the date the expense is incurred. UporbtesBament from a third party, the cash
receipt is recorded and the deferred amounts dexed. No fee income or expense is recorded fesalreimbursements.

Reimbursement of Monitoring Costs—In connection with the monitoring of Portfolio Cpanies, the Company receives
reimbursement for certain expenses incurred onlbehtinese entities. Billable monitoring expenses recognized as revenue in accordance
with EITF 01-14, "Income Statement CharacterizabbReimbursement Received for Out of Pocket Expsmscurred,” These expense
reimbursements are classified as monitoring feermeand amounted to $14,799, $10,037 and $8,026dgrears ended December 31, 2(
2005, and 2004, respectively.

Investment Income—Investment income consists primarily of unrealized realized gains and losses on private equigsiments as
well as dividends and interest received primarigni the Portfolio Companies, after giving effectriterest expense incurred primarily by the
Company's Credit Strategy Funds and foreign exahgagns and losses relating to mark-to-market iagtn foreign exchange forward
contracts. The amount of investment income retaineet income, after allocation to non-controllingerests in consolidated entities,
represents investment income allocable to the Casnpesulting from earnings on its investments dsdarried interest and similar
distribution rights. Carried interests and simdastribution rights generally entitle the Compaayatdisproportionate share of the gains
generated by a fund as described below. Unreatjagts or losses result from changes in fair vafuavestments during the period, and are
included in Net Gains from Investment Activitiegpdh disposition of an investment, previously redngd unrealized gains or losses are
reversed and a realized gain or loss is recognietiGains from Investment Activities earned by ¢basolidated KKR Funds amounted to
$3,041,318, $2,889,835 and $2,962,907 for the yeraded December 31, 2006, 2005 and 2004, resplgctive

Carried interests entitle the general garof a fund to a greater allocable share of tifiesé's earnings from investments relative to the
capital contributed by the general partner andespondingly reduce non-controlling interests' ale share of those earnings. Amounts
earned pursuant to carried interests in Traditi®alate Equity Funds are included in investmenbine and are earned by the general pe
of those funds to the extent that investment retane positive. If these investment returns deereasurn negative in subsequent periods,
recognized carried interest will be reduced ankkcéfd as investment losses. Recognized carriecesttamounted to approximately
$719 million, $705 million and $587 million for theears ended December 31, 2006, 2005 and 200&atdsgy. In the case of a Traditional
Private Equity Fund, a carried interest is cal@adads a percentage of the gains of the fund, sugje¢lce achievement by the fund of positive
investment returns, which, if not achieved, sulgjgreviously distributed carried interest to a ouyent repayment. A carried interest that is
subject to contingent repayment may be paid tad'ugeneral partner as particular investments rogdiee fund are sold or otherwise
realized. However, if upon liquidation of the furtde aggregate amount paid to the general partmsugnt to a carried interest exceeds the
amount actually due to the general partner based the aggregate performance of the applicable, filmedexcess is required to be repaid by
the general partner (a "clawback") to the fund.ri@drinterest subject to contingent repaymentésgeized as earned based on the contre
formula set forth in the instruments governingfilmed as if the fund was terminated at that daté wie then estimated fair values of the
investments realized. Due to the extended duratbtise Traditional Private Equity Funds, managenetieves that this approach results in
income recognition that best reflects the perigdidformance of the Company in the
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management of those funds. As of December 31, 2goximately $958.9 million of carried interesstheen paid to certain of the general
partners of the KKR Funds that is subject to caygint repayment. See Note 8, Related Party Traosacti

Dividend income is recognized by the Conypam the ex-dividend date, or in the absence ofmél declaration, on the date it is
received. For the years ended December 31, 2006, &8d 2004, all dividends were earned by the dimlaged KKR Funds.

Interest income is recognized as earnadrdat income earned by the consolidated KKR Fanasunted to $198,632, $18,238 and
$50,532 for the years ended December 31, 2006, 2002004, respectively.

Profit Sharing— The Company has various profit sharing arrangemehish provide for a sharing of the income earnedt®
investments and carried interests in the KKR FuAdsounts payable under such arrangements are chevg®mpensation expense or
professional fees expense when payment is probalemounts owed are reasonably estimable. Sed hote

Statement of Financial Condition Measuremer

Cash and Cash Equivalents—The Company considers all highly liquid short-tdnwestments with original maturities of 90 days or
less when purchased to be cash equivalents.

Cash and Cash Equivalents Held at Consolidated Eriies—Cash and cash equivalents held at consolidatéiiesnepresents cash
that, although not legally restricted, is not aabié to fund general liquidity needs of the Compasyhe use of such funds is generally lim
to the investment activities of the KKR Funds.

Restricted Cash and Cash Equivalents—Restricted cash and cash equivalents represenirdmthat are held by third parties under
certain of the Company's financing and derivatremsactions.

Investments, at Fair Value—The Company's investments consist primarily of gévequity investments, debt investments and other
investments. See Note 3 for information relatinghe Company's investments.

Private Equity Investments- Private equity investments consist of investmemi8artfolio Companies of consolidated KKR Fundg tha
are, for GAAP purposes, investment companies utideAICPA Audit and Accounting Guide—"Investmentr@ganies.” The KKR Funds
reflect investments at their estimated fair valwéth unrealized gains or losses resulting fromngfes in fair value reflected as a component
of Net Gains from Investment Activities in the camgd statements of income. Fair value is the amatmihich the investments could be
exchanged in a current transaction between wilhagies, other than in a forced or liquidation s@lee Company has retained the specialized
accounting of these investments pursuant to EITF88el2, "Retention of Specialized Accounting fovéstments in Consolidation."”

Private equity investments that have rgaaliiservable market prices (such as those tradedsecurities exchange) are stated at the last
reported sales price on the statement of finamciatlition date.

As of December 31, 2006, approximately ##%ur private equity investments have been valmethe Company in the absence of
readily observable market prices. The determinatichair value may differ materially from the vakithat would have resulted if a ready
market had existed. For these investments, faireved determined after giving consideration toregeaof factors, including the price at
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which the investment was acquired, the nature @frikestment, local market conditions, trading ealon public exchanges for comparable
securities and financing transactions subsequethetacquisition of the investment, if available@ditionally, the Company evaluates fair
value with internal models utilizing current anajaicted operating performance and cash flows.

Investments denominated in currencies dtieen the U.S. dollar are valued based on thersp®if the respective currency at the end of
the respective reporting period with changes rdladeexchange rate movements reflected as a compohblet Gains from Investment
Activities.

Corporate Securities— Corporate securities consist of fixed income séi@sriand are carried as available-for-sale as tmapgany may
sell them prior to maturity and does not hold thncipally for the purpose of selling them in thear term. These investments are carried at
estimated fair value, with unrealized gains anddsseported in accumulated other comprehensieenac

Estimated fair values are based on quotmdkeh prices, when available, or on estimates plexvby independent pricing sources or
dealers who make markets in such securities. Upesale of a security, the realized net gain @& iIsgomputed on a specific identification
basis. Substantially all unrealized gains and sssociated with available-for-sale securitiegaflected in non-controlling interests in
consolidated entities in the accompanying combstatements of financial condition.

The Company monitors its available-fale securities portfolio for impairments. A losseécognized when it is determined that a de
in the estimated fair value of a security belowaitsortized cost is other-than-temporary. The Commamsiders many factors in determining
whether the impairment of a security is deemedetotber-than-temporary, including but not limitedthe length of time the security has had
a decline in estimated fair value below its amedizost, the amount of the unrealized loss, thentrand ability of the Company to hold the
security for a period of time sufficient for a reeoy in value, recent events specific to the isswmendustry, and external credit ratings and
changes therein.

Fixed Income Securities+ixed income securities of Portfolio Companies #ratlisted on a securities exchange are classfiddading
securities and are valued at their last quoteds gaiee. Securities that are not listed on an exgband traded over the counter are valued at
the mean of bid and ask quotations. Investmentsiiporate debt, including syndicated bank loargh gield securities and other fixed
income securities, are valued at the mean of thi dnd "asked" prices obtained from third-particimg services. In the event that thipdsty
pricing service quotations are unavailable, vakresobtained from dealers or market makers. Investsnwhere third-party values are not
available are valued by the Company and the Compayengage a third-party valuation firm to assistuch valuations.

Corporate Loans—Fhe Company invests in corporate loans held foestment and the Company initially records suchdasrtheir
purchase prices. The Company subsequently acctarrtsrporate loans based on their outstandingcjrét plus or minus unaccreted
purchase discounts and unamortized purchase presy{mmortized cost). In certain instances, wheretadit fundamentals underlying a
particular corporate loan have materially changeslich a manner that the Company's expected netayrdecrease, the Company may elect
to sell a corporate loan held for investment duadweerse changes in credit fundamentals. If the 2oy determines that it will no longer
hold the corporate loan for investment, the Compaogounts for the corporate loan at the lower ofriized cost or estimated fair value.
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Interest income on corporate loans includisest at stated coupon rates adjusted for onref purchase discounts and the
amortization of purchase premiums. Unamortized juera and discounts are recognized in interest ikcower the contractual life of the
loans, adjusted for actual prepayments, usingffieeteve interest method.

The Company's investments in corporated@ar not homogeneous and the Company individualiyyws each corporate loan for
impairment using relevant information in its an@y#ncluding current estimated fair values, cutnaaduation multiples, estimated fair values
and quality of collateral, projected operating cistv and projected liquidation cash flows. The Gumy considers a corporate loan to be
impaired when, based on current information andvesyéhe Company believes it is probable that litlva unable to collect all amounts due
based on the contractual terms of the loan. Wheorgorate loan is impaired, an allowance for lasssés is created in an amount equal to the
excess of the loan's amortized cost basis ovestimated fair value. Increases in the allowancéoian losses are recognized currently in the
Company's results of operations. When the Compaakema determination that some or all of a corpdran is uncollectible, the Company
charges-off or writes-down the loan through a réidadn the allowance for loan losses. As of Decenfiil, 2006 and 2005, there were no
corporate loans requiring an allowance for loasdgs

An impaired corporate loan may be left coraal status during the period the Company isypangsrepayment of the loan; however, the
loan is placed on non-accrual status when: (i) mameent believes that scheduled debt service pagmemy not be paid when contractually
due; (ii) the loan becomes 90 days delinquen);filnagement determines the borrower is incapdbter bas ceased efforts toward, curing
the cause of the impairment; or (iv) the net reddie value of the underlying collateral securing lttean decreases below the Company's
carrying value of such loan. While on non-accrualiss, previously recognized accrued interestisreed and interest income is recognized
only upon actual receipt. As of December 31, 208652005, there were no corporate loans on non-atcstatus.

Derivatives—The Company invests in derivative financial instents, including total rate of return swaps andlitidefault swaps. In a
total rate of return swap, the Company receivestime of all interest, fees and any positive ecorarhange in fair value amounts from a
reference asset with a specified notional amoudtpays interest on the referenced notional amoluistany negative change in fair value
amounts from such asset. Credit default swaps, wherhasing protection, involve the payment ofkadirate premium for protection against
the loss in value of an underlying debt instrumerihe event of a defined credit event, such asnee default or bankruptcy. Under a credit
default swap, one party acts as a guarantor byviagethe fixed periodic payment in exchange fax tommitment to purchase the underlying
security at par if a credit event occurs. Derivatbontracts, including total rate of return swaptcacts and credit default swap contracts, are
recorded at estimated fair value with changesimvidue recorded as unrealized gains or loss&ginGains from Investment Activities in the
accompanying combined statements of income.

Time Deposits—The Company maintained a $1 billion time deposbecember 31, 2006, which related to a short-eposit with an
original maturity of greater than 90 days. Thisdstment is carried at fair market value and intes@s earned at a rate of 5.5% in connection
with the time deposit for the year ended DecemiefB06.

Opportunistic Investments in Publicly Traded Setesi—The Company's opportunistic investments in puplichded securities
represent equity securities, which are carrie@iatharket value. Changes in the
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fair market value of trading securities are repibrtathin Net Gains from Investment Activities. Tlegavestments represent investments of
KPE identified by the Company in the ordinary ca@uo$ business other than debt, investments in gowvental bonds and other similar
investments.

Due from and Due to Affiliates—For purposes of classifying amounts, the Compamgiclers its Principals, employees, non-
consolidated funds and the Portfolio Companiessofitinds to be affiliates. Receivables from andgbéss to affiliates are recorded at their
current settlement amount.

Foreign Exchange Derivatives and Hedging Activities—The Company enters into derivative financial instents primarily to
manage foreign exchange risk arising from certagets and liabilities. All derivatives are recoguizas either assets or liabilities in the
combined statements of financial condition and messat fair value with changes in fair value relear in Net Gains from Investment
Activities in the accompanying combined statememhiscome. The Company does not apply "hedge adomirunder SFAS No. 133,
"Accounting for Derivative Instruments and Hedgihgtivities". The Company's derivative financial tinsments contain credit risk to the
extent that its bank counterparties may be unabiedet the terms of the agreements. The Companiynimes this risk by limiting its
counterparties to major financial institutions wétinong credit ratings.

Fixed Assets, Depreciation and Amortizatior—Fixed assets consist primarily of leasehold improents, furniture, fixtures and
equipment, and computer hardware and software. &uchunts are recorded at cost less accumulatedaaton and amortization.
Depreciation and amortization are calculated usliegstraight-line method over the assets' estimagetll lives, which are the life of the
related lease for leasehold improvements, and torseven years for other fixed assets.

Repurchase Agreements and Warehouse FacilitiesFhe majority of the Company's debt obligations ¢straf borrowing
arrangements entered into by the Credit Strategyl&in order to finance the acquisition of investteeprimarily through the use of secured
borrowings in the form of repurchase agreementsnaréhouse facilities. The Company recognizes éstezxpense on all borrowings on an
accrual basis.

Capital Distributions— Capital distributions to partners take the fornta$h distributions and, in certain cases, non-deshbutions.
Non-cash distributions consist primarily of share®artfolio Companies which have been exited as asllested common stock and
common stock options of KFN. Historically, all dibutions on investments held by our partners Heen accounted for as distributions fr
partners' capital, or in some cases as minorigrést, and therefore no compensation expense kaséeognized with respect to distributis
made to our Principals.

Comprehensive Income—Comprehensive income is defined as the changauiityeof a business enterprise during a period from
transactions and other events and circumstancelsidig those resulting from contributions and rilittions to owners. For the Company's
purposes, comprehensive income represents Net lycaspresented in the accompanying combined statsraf income, net foreign
currency translation adjustments, and unrealizéusgand losses on securities available for sale.

Foreign Currency —Foreign currency denominated assets, liabilitied @perations are primarily held through the KKmésL Assets
and liabilities relating to foreign investments &anslated using the exchange rates prevailitigea¢nd of each reporting period. Results of
foreign operations are translated at the weightedage exchange rate for each reporting periochsiation adjustments are included in
current income to the extent that unrealized gaislosses on the related investment are inclutded i
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income, otherwise they are included as a comparfaeatcumulated other comprehensive income untiizegd Foreign currency gains or
losses resulting from transactions outside of timetional currency of a consolidated entity arerded in income as incurred and were not
material during the years ended December 31, 220@% and 2004.

Income Taxes—No federal income taxes have been provided fahbyCompany in the accompanying combined finarst&kements
as each existing partner is individually resporesfbk reporting income or loss based upon thepaetve share of an entity's income and
expenses as reported for income tax purposes. Howesrtain consolidated entities of the Compamysaibject to either New York City
unincorporated business tax on their trade anchbasiactivities conducted in New York City or otfaeign, state or local income taxes.

Recent Accounting Pronouncements—In December 2004, the Financial Accounting Stadsl&oard ("FASB") issued SFAS No. 123
(R), "Share-Based Payment" ("SFAS 123 (R)"), whifuires all equity-based payments to employeég t@cognized using a fair value
based method. On January 1, 2006, the Companyeti§RAS No. 123 (R) using the prospective methalitlaerefore there was no impact
on prior period amounts. The adoption of SFAS RBdid not impact the Company's combined finanstatements.

In February 2006, the FASB issued SFAS M®, "Accounting for Certain Hybrid Financial Ingtnents” ("SFAS 155"). Key provisiol
of SFAS No. 155 include: (1) a broad fair value meament option for certain hybrid financial instrents that contain an embedded
derivative that would otherwise require bifurcati¢2) clarification that only the simplest sepavas of interest payments and principal
payments qualify for the exception afforded to liest-only strips and principal-only strips from idative accounting under paragraph 14 of
SFAS No. 133, thereby narrowing such exceptiona(Bquirement that beneficial interests in seizedt financial assets be analyzed to
determine whether they are freestanding derivativeghether they are hybrid instruments that conémnbedded derivatives requiring
bifurcation; (4) clarification that concentratioofcredit risk in the form of subordination are eotbedded derivatives; and (5) elimination of
the prohibition on a qualifying special purposeitgritolding passive derivative financial instrumgtitat pertain to beneficial interests that
or contain a derivative financial instrument. Imgeal, these changes will reduce the operatiomaptexity associated with bifurcating
embedded derivatives, and increase the numbemaffiisél interests in securitization transactians|uding interest-only strips and principal-
only strips, required to be accounted for in acaom with SFAS No. 133. SFAS 155 is effective fbfimancial instruments acquired, issued
or subject to remeasurement after the beginnirapadntity's first fiscal year that begins after t8egber 15, 2006. The adoption of SFAS 155
is not expected to have a material impact on thegamy's combined financial statements.

In September 2006, the FASB issued SFASING, "Fair Value Measurements" ("SFAS 157"). SEAS defines fair value, establishes
a framework for measuring fair value, and exparnsslasures about fair value measurements. SFASafplies to reporting periods
beginning after November 15, 2007. The Companyigeatly assessing the impact of adopting SFASdrbthe combined financial
statements.

In February 2007, the FASB issued SFAST™®, "The Fair Value Option for Financial Assetsl &inancial Liabilities" ("SFAS 159").
SFAS 159 permits entities to choose to measure fiaagcial instruments and certain other itemsaat\alue, with changes in fair value
recognized in earnings.
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SFAS 159 applies to reporting periods beginningraftovember 15, 2007. The Company is currentlysaisg the impact of adopting
SFAS 159 on the combined financial statements.

In June 2006, the FASB issued Interpretalio. 48, "Accounting for Uncertainty in Income B@x an interpretation of FASB Statement
No. 109" ("FIN 48"). FIN 48 requires companies ésaognize the tax benefits of uncertain tax posstionly where the position is "more like
than not" to be sustained assuming examinatiombwtithorities. The tax benefit recognized is #rgdst amount of benefit that is greater
than 50 percent likely of being realized upon udtimsettlement. FIN 48 is effective for fiscal yeheginning after December 15, 2006. The
adoption of FIN 48 will not have a material impactthe Company's combined financial statements.

In June 2007, the AICPA issued Statememtasfition No. 07-1, "Clarification of the Scopetlé Audit and Accounting Guide
Investment Companies and Accounting by Parent Carepand Equity Method Investors for Investmentirestment Companies” ("SOP
07-1"), for issuance. SOP 07-1 addresses whetbaadtounting principles of the AICPA Audit and Aoating Guide Investment Companies
may be applied to an entity by clarifying the dafon of an investment company and whether thosewating principles may be retained by
a parent company in consolidation or by an inveistdhe application of the equity method of accanmtGenerally, in order for an entity to
retain investment company accounting for a subssidia equity method investee, (i) the subsidiargquity method investee should meet the
definition of an investment company pursuant toghilance in SOP 07-1, (ii) the entity should fallestablished policies that effectively
distinguish the nature and type of investments nigdiae investment company from the nature and tfpevestments made by other entit
within the consolidated group that are not investho®mpanies, and (iii) the entity (through thedstment company) should be investing for
current income, capital appreciation, or both, eathan for strategic operating purposes. SOP 8@plies to the later of (i) reporting periods
beginning on or after December 15, 2007 or (ii)ftret permitted early adoption date of SFAS 15Be TCompany is currently assessing the
impact of adopting SOP 07-1 on the Company's coetbfinancial statements including the potential actgf we were unable to retain
investment company accounting.

3. INVESTMENTS

Investments, at fair value consist of thiéofving:

Fair Value

December 31,

2006 2005
Private Equity Investmen $ 17,862,53 $ 12,626,85
Debt Investment 1,230,20: 69,48(
Other Investment 1,445,511 264,94

$ 20,538,24 $ 12,961,28

Investments, at fair value held by the otidated KKR Funds amounted to $20,247,113 and4#¥®738 as of December 31, 2006 and
2005, respectively.
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Private Equity Investment

The following table presents informatiomcerning private equity investments held by thesotidated KKR Funds:

Fair Value as a

Percentage
Fair Value of Total
December 31, December 31,
2006 2005 2006 2005
Private Equity Investments, at Fair Value
North America
Health Care $ 1,852,95 $ 738,18: 10.2% 5.8%
Consumer Produc 1,340,25: 1,059,00: 7.5% 8.4%
Chemicals 942,86¢ 733,38t 5.2% 5.8%
Financial Service 833,98¢ 221,75« 4.7% 1.8%
Technology 739,60¢ 469,90¢ 4.1% 3.7%
Manufacturing 514,50! 526,02¢ 2.5% 4.2%
Media 424,25! 1,226,87. 2.0% 9.7%
Energy 300,47: 1,680,19 1.7% 13.%%
Hotels/Leisure 198,42! 219,51: 1.1% 1.7%
Telecom 37,231 38,18¢ 0.2% 0.3%
North America Total (Cost: 2006, $6,175,691; 2005,
$4,672,899) 7,184,561 6,913,02 40.2% 54.7%
Europe
Manufacturing 4,062,55: 3,638,67. 22.1% 28.8%
Media 2,330,80: 404,02 13.(% 3.2%
Technology 1,289,39 — 7.2% 0.C%
Retail 761,79¢ 487,49¢ 4.2% 3.9%
Telecom 537,34t 263,47 3.C% 2.1%
Recycling 287,33t 322,17¢ 1.6% 2.6%
Europe Total (Cost: 2006, $6,385,892; 2005, $3,3253) 9,269,23: 5,115,84! 51.8% 40.6%

Australia, Bermuda, Singapore and Other Locations

Media 531,15¢ — 3.C% 0.C%
Technology 498,18: 475,95¢ 2.8% 3.7%
Recycling 270,32: — 1.5% 0.C%
Financial Service 109,07! 122,02¢ 0.€% 1.C%
Australia, Bermuda, Singapore and Other LocationsTotal
(Cost: 2006, $1,551,650; 2005, $855,2! 1,408,73! 597,98t 7.%% 4.7%
Private Equity Investments, at Fair Value $ 17,862,53 $ 12,626,85 100.%  100.(%
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As of December 31, 2006, investments whigresented greater than 5% of the net assetsieblidated private equity funds consisted
of investments in: (i) Legrand S.A. valued at $8,249, (ii) NXP valued at $1,289,394 (iii) HCA Inalued at $1,145,750 and
(iv) Rockwood Holdings, Inc. valued at $942,868.dADecember 31, 2005, investments which repredegteater than 5% of consolidated
private equity investments included: (i) Texas GebtC valued at $1,286,918, (ii) Legrand S.A. valu $1,736,996, (iii) PanAmSat
Corporation valued at $764,281 and (iv) Rockwooddihgs, Inc. valued at $733,388.

Substantially all of the securities undemythe Company's private equity investments represquity securities. As of December 31,
2006 and 2005, the aggregate amount of investntiesitsvere other than equity securities was less H9a of the net assets of consolidated
private equity funds.

All Portfolio Companies included in privagquity investments are deemed affiliates dueemtture of the ownership interests and the
Company's ability to control, direct or substamjiahfluence management and the operations of Suwtfolio Companies.

Net Gains from Investment Activities on d@nbined statements of income include net realjgéds from sales of investments and the
net change in unrealized gains resulting from cbang fair value of the KKR Funds' investments|(iding foreign exchange gains and
losses attributable to foreign-denominated inveats)e The following table presents the Companyatized and net change in unrealized
gains relating to its private equity investments.

Year Ended December 31,

2006 2005 2004
Realized Gain $ 3,242,34. % 152168 $ 2,917,011
Net Change in Unrealized Gai (171,15) 1,454,26! 45,88

$ 3,071,19: $ 297594 $ 2,962,90
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Debt Investment:

The following table presents the Compadsglst investments held by the consolidated KKR Funds

December 31,

2006 2005
Debt Investments, carried at fair vali
Corporate Securities of Portfolio Compan $ 294,48t $ —
Fixed Income Securities of Portfolio Compar 123,04( —
Restricted Stoc 44,14¢ 64,07t
Vested Option: 8,617 2,88t
Unvested Option 1,68t 2,52(
Derivatives 8,43t —
Total 480,41« 69,48(
Corporate Loan 749,78t —

Total Credit Investments (Cost: 2006, $1,147,0D05% $0) $ 1,230,20: $ 69,48(

Investments in corporate securities ard peamarily by consolidated Credit Strategy Fundd are classified as available for sale. The
following table summarizes the Company's corposataurities as of December 31, 2006, which areethat estimated fair value:

Net Net
Unaccreted Unrealized Estimated
Description Principal Discount Gains Fair Value
Corporate securitie $ 282,000 $ 3,32)) $ 15,804a)$ 294,48t

(@  $15,806 of the Net Unrealized Gains is allocablslom-Controlling Interests in Consolidated Entities

All of these securities have maturitiesAmsn five and ten years. The weighted average coapthe securities as of December 31, 2
is 9.07%. There were no sales or transfers of catpsecurities during the year ended Decembe2(®16.
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Other Investments

The following table presents the Companifer investments at fair value:

Fair Value

December 31,

2006 2005
Time Deposits(a $ 1,000,000 $ —
Opportunistic Investments in Publicly Traded Sdies 158,46. —
Bonds and Other Debt Instruments held at Privatatizgunds 95,54: 101,34:
Government and Government Agency Bo 88,46¢ 29,13(
Municipal Bonds 38,11: 75,87(
Corporate Bond 10,34 2,04¢
Other 54,58 56,55:

Total (Cost: 2006, $1,438,021; 2005, $261,z $ 1,445511 $ 264,94

@) Represents a short-term deposit with an origindlritg of greater than 90 days which earned intemean annual rate of
approximately 5.5% as of December 31, 2006.
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4. OTHER ASSETS AND OTHER LIABILITIES

Other assets consist of the following:

December 31,

2006 2005
Interest Receivabl $ 51,857 $ —
Furniture and Fixtures( 27,28¢ 16,85:
Leasehold Improvements( 23,20¢ 14,28(
Accounts Receivabl 11,56¢ 6,36¢
Prepaid Expense 2,001 1,317
Escrow Receivabl 15,93:
Other Asset: 22,12: 13,297

$ 138,03¢ $ 68,04t

€) Net of accumulated depreciation and amortizatiofi3ff,525 and $27,222 for the years ended Decembe@086 and 2005,
respectively. Depreciation and amortization expeotsded $3,044, $1,951 and $1,770 for the yeade@m®ecember 31, 2006, 2005
and 2004, respectively.

Accounts Payable, Accrued Expenses andrQihbilities consist of the following:

December 31,

2006 2005
Unrealized Losses on Foreign Exchange Forward Gcisifa) $ 202,750 $ 57,42¢
Deferred Revenu 35,747 71,83
Accounts Payabl 31,07 11,167
Accrued Benefits and Compensat 14,09t 19,36¢
Interest Payabl 12,29: —
Other Liabilities 37,16: 9,54¢

$ 333,12( $ 169,33¢

€) Represents derivative financial instruments useddnage foreign exchange risk arising from ceraigets and liabilities. Such
instruments are measured at fair value with chamgsr value recorded in Net Gains from Investin&ativities in the accompanyir
combined statements of income. See Notes 2 and 5.

5. FAIR VALUE OF FINANCIAL INSTRUMENTS

In the normal course of business, the Camppaimarily encounters two significant types obromic risk: credit and market. Credit risk
is the risk of default on the Company's investméntiebt securities, loans, leases and derivathatsresults from a borrower's, lessee's or
derivative counterparty's inability or unwillingreed make required or expected payments. Marketeffects changes in the value of
investments in loans, securities, portfolio comparor derivatives, as applicable, due to changagenest rates, credit spreads or other
market factors, including the value of the collatemderlying loans and the valuation of equity dett securities. Management believes that
the carrying values of its investments are
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reasonable taking into consideration these ristsgalvith estimated collateral values, payment hissp and other borrower information.

The Company makes investments outsidesbithited States. The Company's non-U.S. investnaatsubject to the same risks
associated with its U.S. investments as well astiaddl risks, such as fluctuations in foreign @nty exchange rates, unexpected changes in
regulatory requirements, heightened risk of pditend economic instability, difficulties in managinon-U.S. investments, potentially
adverse tax consequences and the burden of corgplyih a wide variety of foreign laws.

The Company is exposed to economic rislcentrations insofar as it is dependent on thetglafithe KKR Funds to compensate it for
the services which the Company provides to thesdsuFurther, the carried interest and incentigenime component of this compensation is
based on the ability of the KKR Funds to generdesjaate returns on their investments. In addisabstantially all of the Company's net
assets, after deducting the portion attributabledto-controlling interests, are comprised of inmests in these funds.

Furthermore, the Company is exposed to@oinrisk concentrations related to certain largeestments as well as concentrations of
investments in certain industries and geograpluatlons, as disclosed in Note 3.

Due to the inherent uncertainty of valuasiof investments which are illiquid and/or with@upublic market, which constitute a
substantial portion of the Company's investmehts gistimates of fair value may differ from the esldhat are ultimately realized by the
Company, and those differences could be material.

The carrying amounts of cash and cash atpnts, restricted cash and cash equivalents,rdoedffiliates, debt obligations, and
accounts payable, accrued expenses and otheitiebdpproximate fair value due to their shortvtanaturities. All investments are carried at
fair value (as described in Note 2), with the eximepof corporate loans, which are carried at ainedt cost.

The carrying amounts and estimated fainesilof the Company's other financial instrumentsfd®ecember 31, 2006 and 2005 are as
follows:

Carrying Value Estimated Fair Value

December 31,

2006 2005 2006 2005
Assets
Corporate loan $ 749,78t $ — $ 759,33¢ $ —
Liabilities
Unrealized loss on foreign exchange contr $ 202,75( $ 57,42t $ 202,75( % 57,42¢
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6. DEBT OBLIGATIONS

Debt obligations consist of the following:

December 31,

2006 2005
Warehouse Facilitie $ 851,73t $ —
Repurchase Agreemer 52,38t —
Shor-term Lines of Credi 44,68: 249,43¢

$ 948,800 $  249,43¢

The Company's Credit Strategy Funds levethgir portfolios of securities and loans throtigd use of short-term borrowings in the
form of warehouse facilities and repurchase agre¢sn&ach of the borrowings used by the Companysliaterest at floating rates based on
a spread above the London Interbank Offered R&IBOR"). As of December 31, 2005, consolidated @r&trategy Funds did not have any
borrowings under repurchase agreements or warelfiacitges.

The following table presents summarizedtimfation with respect to borrowings in the Compsaiegnsolidated Credit Strategy Funds as
of December 31, 2006:

Weighted
Weighted Average
Average Remaining Estimated
Outstanding Borrowing Maturity Fair Value
Borrowings Rate (in days) of Collateral(1)
Warehouse facilitie $ 851,73¢ 5.82% 7 % 1,050,37:
Repurchase agreeme 52,38t 5.62% 5 63,47
Total $ 904,12: $ 1,113,84i
—— S

Q) Collateral for borrowings consists of fixed incoseturities, corporate securities and corporatesi¢see Note 3).

As of December 31, 2006, the Company hpdrzhase agreements and warehouse facilities hatifollowing counterparties:

Weighted Weighted
Average Average
Amount Maturity Interest
Counterparty(1) At Risk(2) (Days) Rate
Morgan Stanley & Co. Inc $ 84,301 2 5.82%
Citigroup Global Markets Ltc 70,95¢ 2 5.85%
J.P. Morgan Chase Bank, N. 50,36¢ 29 5.85%
Credit Suisse First Boston LL 4,781 2 5.55%
Bank of America Securities LL 1,14¢ 8 5.55%
Total $ 211,56°
|

Q) Includes subsidiaries and affiliates of each cayatey listed.
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2 Computed as an amount equal to the estimateddhieof securities or loans sold, plus accruedéstancome, minus the sum
repurchase agreement liabilities plus interest Bspe

The three special purpose entities formethb Company during 2006 to complete secured &imgntransactions are KKR Financial
CLO 2007-1, Ltd. ("CLO 2007-1"), KKR Financial CLZD07-2, Ltd. ("CLO 2007-2"), and KKR Financial CLZD07-3 ("CLO 2007-3).
During August 2006, CLO 2007-1, CLO 2007-2 and C2@D7-3 each entered into separate warehouse ieilitith a maximum
commitment amount of $600.0 million, $500.0 milliand $600.0 million, respectively. Each of thesglitées bears interest at a rate of one-
month LIBOR plus 0.50%. The aggregate amount ofdwaings outstanding under these facilities is $85tillion as of December 31, 2006.

As of December 31, 2006, all of the Compaibprrowings were due in fewer than 365 days.

The Company maintains a $25 million linecc#dit (the "Line™) with a major financial instttan that expires in 2008. The Line is
available for general corporate purposes and thepgaoy may re-borrow amounts repaid under the Liow ime to time prior to its
expiration or earlier termination. Outstanding amtswnder the Line bear interest at the "prime'ratedefined in the agreement. There ar
fees associated with the Line. As of December 8062nd 2005, no amounts were outstanding undetitiee

From time to time, the Company may borromoants to satisfy general short-term needs of tleniess by opening short-term lines of
credit with established financial institutions. Eeeamounts may be incremental to, or in lieu offdwings made under the Line, and are
generally repaid within 30 days, at which time lihe of credit is closed. Amounts outstanding urglert-term lines of credit amounted to
$44,682 and $249,439 as of December 31, 2006 abfsl 2Espectively. These borrowings bear intereBbating rates as defined in the
respective agreements. There are no fees assouitltethese lines of credit.

7. INCOME TAXES

The Company has provided for New York Qityncorporated business tax for certain entitiesgeiaon a statutory rate of 4%. Certain
consolidated entities of the Company are subjeitdome tax of the
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foreign countries in which they conduct businesse Tompany's effective income tax rate was apprataiyn .37%, .31% and .80% for the
years ended December 31, 2006, 2005 and 2004 ctasghe.

Year Ended December 31,

2006 2005 2004
Current
Foreign Income Ta $ 3206 $ 2,132 $ 3,507
State and Local Income Ti 70C 71C 2,60(
Subtotal 3,90¢ 2,842 6,107
Deferred
Foreign Income Ta 257 58 15¢
Subtotal 257 58 15¢
Total Income Taxe $ 4162 $ 290C $ 6,26¢

Income taxes are provided at the applicatatutory rates. The tax effects of the changéisdrtemporary differences in the areas listed
below resulted in deferred tax assets and liaddliti

December 31,

2006 2005
Deferred Tax Assets
Asset Retirement Obligatior $ 18¢ $ —
Other 74 —
Total Deferred Tax Assets $ 26C $ —_

Deferred Tax Liabilities
Depreciatior $ 1,31t $ 68¢€

Total Deferred Tax Liabilities $ 1,31 $ 68¢

A deferred tax asset has not been recodriazecertain foreign timing differences as it isma likely than not that the asset will not be
recognized. As of December 31, 2006, the amoutiteofisset not recognized is approximately $6 millio

The Company's Deferred Tax Assets and bedeFax Liabilities are included in the combinedkficial statements within Other Assets
and Accounts Payable, Accrued Expenses and Otheéilities, respectively.
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The following table reconciles the provisior income taxes to the U.S. federal statutoxyréde:

Year Ended December 31,

2006 2005 2004
Statutory U. S. Federal Income Tax R 35.0(% 35.00% 35.00%
Income Passed Through to Partr (35.00 (35.00 (35.00
Foreign Income Taxe 0.31 0.2¢ 0.47
State and Local Income Tax 0.0¢ 0.0¢ 0.3:
Effective Income Tax Ral 0.37% 0.31% 0.8(%
I I I

8. RELATED PARTY TRANSACTIONS

As of December 31, 2006 and 2005, Due fAdfiliates was comprised of the following:

December 31,

2006 2005

Due from Portfolio Companie $ 48,59t $ 7,992
Due from Principal: 34,96¢ 5,30¢
Due from Related Entitie 13,79( 26,62
Due from Unconsolidated Fun 13,10¢ 3,67
Loans to Principal 5,101 6,49¢

$ 115,56. $ 50,08:

Discretionary Investment

Certain of the Company's investment profesds, including its Principals and other qualifyiemployees, are permitted to invest and
have invested their own capital in side-by-sideestments with its Traditional Private Equity Fun8igle-by-side investments are investments
in Portfolio Companies that are made on the sammestand conditions as those acquired by the afgdidand, except that the side-by-side
investments are not subject to management feesamiad interest. The cash invested by these ithdifs aggregated $110.4 million,
$63.0 million and $13.9 million for the years end@ecember 31, 2006, 2005 and 2004, respectivelgsdimvestments are not included in
the accompanying combined financial statements.

Contingent Repayment Guarantee

Certain Company personnel who have recedagded interest distributions with respect toditianal Private Equity Funds have
personally guaranteed, on a several basis andcsubja cap, the contingent obligations of the gaingartners of the Traditional Private
Equity Funds to repay amounts to fund limited pamdrpursuant to the general partners' equity clakwbaligations, if any, as described in
Note 2.
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Loans to Principals

From time-to-time and as conditions warrém: Company lends amounts to its Principals mal fshort-term liquidity needs. These loans
earn interest at floating rates that approximateketaates and such interest aggregated $678, &26%154, for the years ended
December 31, 2006, 2005 and 2004, respectively.

Aircraft and Other Service:

Certain of the Senior Principals own aifctlaat the Company uses for business purposédeinrdinary course of our operations. These
Senior Principals paid for the purchase of theseaft with their personal funds and bear all opiegg personnel and maintenance costs
associated with their operation. The hourly rales the Company pays for the use of these airarafbased on current market rates for
chartering private aircraft of the same type. ThenBany paid $6,518, $5,764 and $5,348 for the tifeege aircraft during the years ended
December 31, 2006, 2005 and 2004, respectively.

Facilities

Certain of the Senior Principals are padiie a real-estate based partnership that mastairownership interest in our Menlo Park
location. Payments made to this partnership agteddil,821, $1,683 and $1,637, for the years ebdegmber 31, 2006, 2005 and 2004,
respectively.

9. SEGMENT REPORTING

The Company operates through two reporthibéness segments. These segments, which areedifged primarily by their investment
focuses and strategies, consist of the following:

. Private Equity —The Company's private equity segment involves spong and managing a group of funds that make
primarily control-oriented investments in connenotisith leveraged buyouts and other similar investnogportunities. These
funds are managed by Kohlberg Kravis Roberts &ICB. and currently consist of a number of TraditibRrivate Equity
Funds and KPE.

. Credit —The Company's credit segment involves sponsomiggnaanaging a group of private and publicly traGeeldit
Strategy Funds. These funds are managed by KKRhEigaAdvisors LLC and currently consist of KFN atm# SCF, which is
comprised of three side-by-side private credittegna funds. Two of the side-by-side funds in thé2@d one of the structured
finance vehicles managed by the Company have hmesolidated in the accompanying combined finarstatements of the
Company.

Economic Net Income ("ENI") and Fee Reldidnings ("FRE") are key performance measures bgedanagement. ENI is a measure
of profitability for the Company's reportable segnseand represents income before taxes. FRE repisaseome before taxes adjusted to
(i) exclude the expenses of consolidated fundsin@ude management fees earned from consolidatetk that were eliminated in
consolidation (iii) exclude investment income aiwj] éxclude non-controlling interests in incomecohsolidated entities. These measures are
used by management for the Company's segmentskimgnaesource deployment and other operationalsitats.
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Management makes operating decisions ssebsass the performance of each of the Companytselsasegments based on financial and
operating metrics and data that is presented exgutle impact of any of the KKR Funds that aresadidated into the combined financial
statements. Consequently, all segment data excthdesssets, liabilities and operating resultdedl#o the KKR Funds.

The following table presents the finandata for the Company's reportable segments anctioaciliation to the combined financial
statements as of December 31, 2006 and for thetlyearended:

Year Ended December 31, 2006

Total

Private Credit Reportable Combination
Equity Oriented Segments Adjustments Combined
Fee Income(a $ 361,46 $ 80,72t $ 442,19. $ (31,869 $ 410,32¢
Expenses(b (214,27 (30,85%) (245,13)) (22,339 (267,46¢)
Fee Related Earning 147,19( 49,87: 197,06: (54,199 142,86:
Investment Income(c 935,13¢ 10,10:¢ 945,23¢ 3,055,68: 4,000,92.
Income before Non-Controlling Interes
in Income of Consolidated Entities anc
Income Taxe! 1,082,32I 59,97¢ 1,142,30! 3,001,48! 4,143,78!
Non-Controlling Interests in Income of
Consolidated Entitie — (25,42 (25,42 (3,001,48) (3,026,91)
Economic Net Incom $ 1,082,321 $ 34,54¢ $ 1,116,87. $ — 3% 1,116,87.
| | | | |
Total Assets(d $ 1,795,64. $ 72,03¢ % 1,867,671 $ 21,425,100 $ 23,292,78

(@) The Fee Income adjustment represents the elimmafiintercompany transactions upon consolidatioe KKR Funds and other
adjustments necessary to reconcile from our segrepotting measures to our consolidated finaneisiiits.

(b)  The Expenses adjustment primarily represents ttlasion of certain operating expenses upon coraiitid of the KKR Funds.

(c) The Investment Income adjustment primarily représ#re inclusion of investment income allocabladn-controlling interests in
consolidated entities upon consolidation of the KRids.

(d)  The Total Assets adjustment primarily represergsiblusion of private equity and credit investnsethiat are allocable to non-
controlling interests in consolidated entities uponsolidation of the KKR Funds.
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The following table presents the finandata for the Company's reportable segments ancttioaciliation to the combined financial
statements as of December 31, 2005 and for thetlyearended:

Fee Income(a
Expenses(b

Fee Related Earning
Investment Income(c

Income before Non-Controlling Interes
in Income of Consolidated Entities anc
Income Taxe!

Non-Controlling Interests in Income of
Consolidated Entitie

Economic Net Incom

Total Assets(d

Year Ended December 31, 2005

Total
Private Credit Repgr?able Combination

Equity Oriented Segments Adjustments Combined
$ 202,10¢ $ 44,48 $ 246,59( $ (13,64H $ 232,94!
(139,099 (17,882 (156,979 (11,319 (168,29)
63,00¢ 26,60: 89,61: (24,95 64,654
864,81: 3,26¢ 868,08( 2,872,81! 3,740,89!
927,82( 29,87: 957,69: 2,847,86:. 3,805,55:
— (13,329 (13,329 (2,847,86) (2,861,18)
$ 927,82( $ 16,547 $ 944,36 $ — 3 944,36°

$ 1,739,66 $ 74,362 $ 1,814,031 $ 11,555,38 $ 13,369,41

(@  The Fee Income adjustment represents the elimmafiintercompany transactions upon consolidatioie KKR Funds and other
adjustments necessary to reconcile from our segrepotting measures to our consolidated finaneisiiits.

(b)  The Expenses adjustment primarily represents ttlasion of certain operating expenses upon coraiidid of the KKR Funds.

(c) The Investment Income adjustment primarily représ#re inclusion of investment income allocabladn-controlling interests in
consolidated entities upon consolidation of the KRids.

(d)  The Total Assets adjustment primarily represergdriblusion of private equity and credit investnsethiat are allocable to non-
controlling interests in consolidated entities uponsolidation of the KKR Funds.
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The following table presents the finandata for the Company's reportable segments anctioaciliation to the combined financial
statements as of December 31, 2004 and for thetlyearended:

Year Ended December 31, 2004

Total

Private Credit Reportable Combination
Equity Oriented Segments Adjustments Combined
Fee Income(a $ 172,80¢ $ 10,08t $ 182,89¢ $ 56 $ 183,46
Expenses(b (119,749 (4,359 (124,109 (9,947 (134,04
Fee Related Earning 53,06« 5,72¢ 58,79( (9,379 49,41
Investment Income(c 723,70! — 723,70( 2,370,84. 3,094,514
Income before Non-Controlling Interests
Income of Consolidated Entities and Incc
Taxes 776,76: 5,72¢ 782,49( 2,361,47! 3,143,9¢
Non-Controlling Interests in Income
Consolidated Entitie — (2,839 (2,839 (2,361,471 (2,364,3C
Economic Net Incom $ 776,76 $ 2881 $ 779,65. $ — $ 779,65
I I I I —
Total Assets(d $ 1,132,03 $ 30,49¢ $ 1,162,521 $ 8,538,951 $ 9,701,47

(@  The Fee Income adjustment represents the elimmafiintercompany transactions upon consolidatioie KKR Funds and other
adjustments necessary to reconcile from our segrepotting measures to our consolidated finaneisiiits.

(b)  The Expenses adjustment primarily represents ttlasion of certain operating expenses upon coraiitid of the KKR Funds.

(c) The Investment Income adjustment primarily représ#re inclusion of investment income allocabladn-controlling interests in
consolidated entities upon consolidation of the KRids.

(d)  The Total Assets adjustment primarily represergdriblusion of private equity and credit investnsethiat are allocable to non-
controlling interests in consolidated entities uponsolidation of the KKR Funds.

10. COMMITMENTS AND CONTINGENCIES
Debt Covenant:

Borrowings of the KKR Funds contain variaustomary loan covenants. These covenants dinnmignagement's opinion, materially
restrict KKR's investment or financing strategyeT®ompany is in compliance with all of its loan engnts as of December 31, 2006.
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Investment Commitment

The KKR Funds had signed investment commitis with respect to private equity investmentapgroximately $3.4 billion as of
December 31, 2006. Individually, only Biomet, Imdth a total equity commitment of $1,428,000, ipested to exceed 5% of the net assets
of consolidated private equity funds as of Decen®iger2006. As of December 31, 2006 the KKR Funde lpaovided guarantees related to
signed investment commitments, which would reqthieepayment of up to $200 million in the event thath commitments were withdrawn
by the Company without cause.

The general partners of the Traditionav&e Equity Funds had unfunded general partnetadaggmmitments to such funds of
approximately $413 million as of December 31, 2006.

Indemnifications

In the normal course of business, the Camppad its subsidiaries enter into contracts tbhatain a variety of representations and
warranties and provide general indemnificationsee Tompany's maximum exposure under these arrangemamknown as this would
involve future claims that may be made againsGbmpany's that have not yet occurred. However,thaseexperience, the Company
expects the risk of material loss to be remote.

Litigation

The Company is, from time to time, a defamdn legal actions from transactions conductetthénordinary course of business.
Management believes the ultimate liability arisfrmm such actions that existed as of December 806 2if any, will not materially affect the
Company's results of operations, liquidity or fineh position.

In early 2007, thirteen private equity fanincluding the Company, were named as defendamatpurported class action complaint by
shareholders in public companies recently acquisedrivate equity firms. The complaint alleged ttteg defendant firms engaged in certain
cooperative behavior during the bidding procesgoimg-private transactions in violation of antitriesvs and that this purported behavior
suppressed the price paid by the private equitygfifor the plaintiffs’ shares in the acquired conigs below that which would otherwise h
been paid in the absence of such behavior. The leemgought treble damages of an unspecified amdudune 2007, this suit was
dismissed by the plaintiffs without prejudice.

In addition, in the ordinary course of mesis, the Company is and can be both the defeaddrthe plaintiff in numerous actions with
respect to bankruptcy, insolvency and other tyfgsaceedings. Such lawsuits may involve claimg #uversely affect the value of certain
investments owned by the KKR Funds. Although thinalte outcome of actions cannot be ascertaindu eeittainty, the Company believes
that the resolution of any such actions will notdna material adverse effect on its financial cbadj liquidity or results of operations.

As of December 31, 2006 and 2005, no ansowete accrued relating to threatened or pendiiggtion.
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Operating Leases

The Company leases office space under nanetable lease agreements in New York, Menlo Rankdon, Paris, Hong Kong, Tokyo
and San Francisco. There are no rent holidaysirmgmnit rent, rent concessions or leasehold imprevgnimcentives associated with any of
our property leases. The following is a summargwfmajor lease terms:

Lease Current Scheduled Renewal
End Dates Annual Rent Rent Increases Escalations Periods
New York 4/1C-12/14  $ 6,40¢ None None 5 Year Optior
Menlo Park 8/08-04/11 1,781 Initial: monthly, 2.5%-3.0% 10 Year Option
annual thereafte
London 3/1¢-10/20 2,97¢ None None None
Paris 10/11 401 None None None
Hong Kong 9/0¢-12/11 1,564 None None 3 Year Optior
Tokyo 3/0¢-12/10 1,11z None None None
San Francisc 7/16 1,331 Bi-annual thereafte None None

As of December 31, 2006, the approximatgegate minimum future payments, net of subleaseme, required on the operating leases
are as follows:

Year Ending
December 31, Amount
2007 $ 14,85!
2008 14,82¢
2009 13,78¢
2010 13,45(
2011 11,43¢
Thereaftel 48,33¢
Total minimum payments requirt $ 116,69(
|

Rent expense recognized on a straightdass for the years ended December 31, 2006, 2602@04, was $13,315, $10,425 and
$8,574, respectively.

11. BENEFIT PLANS

The Company provides a 401(k) plan (thafiP) for eligible employees in the United Statesr. €ertain finance and administrative
professionals who are participants in the PlanQbmpany may, in its discretion, contribute an amt@iter the end of the Plan year, howe
the amount may not be more than $20 per employeBlpa year. For the years ended December 31, 2006, and 2004, the Company
incurred expenses of $2,430, $1,896 and $1,92@ectisely, in connection with the Plan.

In order to align the interests of certairits employees and external advisors with thddee Company, the Company maintains vari
profit sharing arrangements which provide for arstgpof the income earned on the Company's invastsrend carried interests in the KKR
Funds. Portfolio
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investment losses do not reduce the awards mageofitable portfolio investments regardless of wieetthey are realized or unrealized. For
the years ended December 31, 2006, 2005 and 289€dmpany incurred costs of $19,113, $15,572 40¢B8B3, respectively, in connection
with these plans.

12. SUBSEQUENT EVENTS
Asian Fund

In 2007, the Asian Fund was formed to madkeate equity investments in Asia. The fund iseoted to hold its final closing in the third
quarter of 2007 with an aggregate of $4.0 billibrc@pital commitments from fund investors, incluglim $100 million commitment from the
fund's general partner. The investment periodHerftind will commence on the date of the fund finvestment and will remain open for a
period of up to six years, unless terminated eaairi@ccordance with the fund's governing documents

Investments

During 2007, the KKR Funds made privateigguavestments in an aggregate amount of approtein&1.5 billion. Individually, none
these investments exceeded 5% of the net assetssdlidated private equity investments.

Investment Commitment

As of July 2, 2007, the KKR Funds committecdipproximately $10.5 billion in nine private @gunvestments. Such funds have
provided guarantees related to certain signed tmarst commitments which would require the payménipoto $1.7 billion in the event that
such commitments were withdrawn by the Companyautitause.

Long-Term Debt

During the quarter ended March 31, 2007EKatered into a financing arrangement with a mj@ncial institution with respect to
$350 million of a $700 million convertible notes/@stment.
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KKR GROUP

Combined Statements of Financial Condition (Unaudid)

As of March 31, 2007 and 2006

(Dollars in Thousands)

Assets
Cash and Cash Equivalel
Cash and Cash Equivalents Held at Consolidatedi€s
Restricted Cash and Cash Equivale
Investments, at Fair Valt
Due from Affiliates
Other Asset:

Total Assets

Liabilities and Partners' Capital
Debt Obligations
Accounts Payable, Accrued Expenses and Other [tiabi

Total Liabilities

Commitments and Contingencies
Non-Controlling Interests in Consolidated Entities
Partners' Capital

Partners' Capite

Accumulated Other Comprehensive Inca

Total Partners' Capital

Total Liabilities and Partners' Capital

Pro forma
March 31, December 31, March 31,
2007 2006 2007

$ 97,16¢ $ 9299. $ 97,16¢
1,851,71! 2,299,65! 1,851,71!
174,14 108,29! 174,14
23,568,57 20,538,24 23,568,57
78,16: 115,56: 78,16:
117,54: 138,03¢ 117,54:
$ 25,887,30. $ 23,292,78 $ 25,887,30.

$ 1,685,68 $ 948,80 $ 1,685,68
394,04 333,12( 394,04«

2,079,733 1,281,92. 2,079,73.
21,907,78 20,201,54 23,807,57
1,892,52' 1,801,68 —

7,262 7,62¢€ —

1,899,78! 1,809,31. —

$ 25,887,30. $ 23,292,788 $ 25,887,30

See notes to combined financial statements.
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Revenues
Fee Income

Expenses
Employee Compensation and Bene
Occupancy and Related Chary
General, Administrative and Oth
Fund Expense

Total Expenses

Investment Income
Net Gains from Investment Activitie
Dividend Income
Interest Incom
Interest Expens

Total Investment Income

KKR GROUP

Combined Statements of Income (Unaudited)

For the Three Months Ended March 31, 2007 and 2006

(Dollars in Thousands)

Income before Non-Controlling Interests in Income 6Consolidated Entities and Income

Taxes

Non-Controlling Interests in Income of Consolidated Enities

Income Before Taxes
Income Taxes

Net Income

See notes to combined financial statements.
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Three Months
Ended March 31,

2007 2006
$ 68,84( $ 93,79¢
27,34t 22,60
4,62 6,487
31,55t 15,93¢
16,81( 4,77¢
80,33« 49,79
1,482,05. 933,40
19,47: 51,72
68,26¢ 11,11¢
(15,59 (1,366)
1,554,20. 994,88t
1,542,70 1,038,88
1,161,16 777,50
381,54! 261,38
627 767
$ 380,91¢ $ 260,61
| .|




KKR GROUP
Combined Statements of Changes in Partners' CapitglUnaudited)

For the Three Months Ended March 31, 2007

(Dollars in Thousands)

Accumulated
Other

Partners' Comprehensive

Total
Partners'

Capital Income (Loss) Capital
Balance at January 1, 2007 $ 1,801,681 $ 7,62¢ 1,809,311
Comprehensive Incom

Net Income 380,91¢ 380,91¢
Other Comprehensive Inco—

Currency Translation Adjustme (364) (3649)

Total Comprehensive Incon 380,55

Capital Contribution: 69,23 69,23

Capital Distribution (359,310 (359,31

Balance at March 31, 200 $ 1,892,52° $ 7,26z $ 1,899,78!

.| ] |

See notes to combined financial statements.
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KKR GROUP

Combined Statements of Cash Flows (Unaudited)

For the Three Months Ended March 31, 2007 and 2006

(Dollars in Thousands)

Cash Flows from Operating Activities

Net Income

Adjustments to Reconcile Net Income to Net Casleflis) Provided By

Operating Activities
Non-Controlling Interests in Income of Consolidated it
Net Realized Gains on Investme
Change in Unrealized (Gains) Losses on Investmiidsable to KKR Groug
Change in Unrealized (Gains) Losses on Investnrsitdsable to Non-
Controlling Interest:
Other Noi-Cash Amounts Included in Net Incot

Cash Flows Due to Changes in Operating Assets aiillities:
Change in Cash and Cash Equivalents Held at Calaseti Entitie:
Change in Due from Affiliate
Change in Other Asse
Change in Accounts Payable, Accrued Expenses amer Qiabilities
Investments Purchas
Cash Proceeds from Sale of Investmt

Net Cash (Used In) Provided By Operating Activit

Cash Flows from Investing Activities
Change in Restricted Cash and Cash Equiva
Purchase of Furniture, Equipment and Leaseholddugiments

Net Cash Used in Investing Activiti

Cash Flows from Financing Activities
Distributions to No-Controlling Interests in Consolidated Entit
Contributions from No-Controlling Interests in Consolidated Entit
Distributions to Partnel
Contributions from Partne|
Proceeds from Debt Obligatio
Repayment of Debt Obligatiol

Net Cash Provided By (Used in) Investing Activit

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

Cash and Cash Equivalents, End of Pe

Supplemental Disclosures of Cash Flow Information
Payments for Intere:
Payments for Income Tax
Supplemental Non-Cash Financing Activities
Non-Cash Distributions to Partne
Increase in Debt Obligatior
Capital Contributions Received in Advance from Noontrolling Interest Holder:
in Consolidated Entitie

Three Months Ended March 31,

See notes to combined financial statements.
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2007 2006
$ 380,91¢ $ 260,61
1,161,16: 777,50
(417,99) (1,651,34)
(219,36:) 150,94
(844,691 566,99
(13,477) (8,30¢)
447,93 (104,730
37,39¢ (5,777)
25,221 (102,18¢)
73,93( 22,72¢
(3,177,76) (1,200,43)
1,953,46: 1,684,57:
(593,26¢) 390,58:
(65,84¢) —
(5,586) (2,939
(71,437 (2,939
(1,004,78) (1,552,95)
1,536,37 1,656,87
(318,82f) (338,279
69,23: 79,21(
387,76t 614
(882) (249,43
668,87 (403,97
4,17¢ (16,36%)
92,99; 96,29:
$ 97,16¢ $ 79,92¢
| |
$ 2,207 $ 1,762
$ 1,171 $ 88¢
— 3 35,98t
$ 350,00( —
$ 15,081 —






KKR GROUP
Notes to Condensed Combined Financial Statementsifaudited)

(All Dollars Are in Thousands Except Where Otherwig Noted)
1. ORGANIZATION AND BASIS OF PRESENTATION

The KKR Group (the "Company") is a globlmnative asset manager with principal executiffie@s in New York and Menlo Park,
California. The Company's alternative asset manageiusiness involves sponsoring and managing timesg funds that make investments
worldwide in private equity and debt transactionsehalf of third-party investors and the Companwsers ("Principals”), including its
founders. In connection with these activities, @mmpany also manages substantial investments iicpduity. With respect to certain funds
that it sponsors, the Company commits to contrilugpecified amount of equity as the general padhthe fund (ranging from
approximately 2% to 3% of the funds' total capiainmitments) to fund a portion of acquisition prfoethe fund's investments.

The accompanying combined financial stat@mef the Company include the results of six ef @ompany's private equity funds and
two of the Company's credit strategy funds (the RKRunds") and the general partners and managermemanies of those funds. The
Company operates as a single professional serfifogesnd carries out its investment activities untte "KKR" brand name. The entities
comprising the Company are under the common coafrouir senior Principals (the "Senior Principal§he Senior Principals are actively
involved in the Company's operations and management

The accompanying combined financial stat@maclude the accounts of the management comgagkahlberg Kravis Roberts & Co.
L.P. and KKR Financial LLC, and the general partrafrthe private equity funds (the "Common ConEntities") and their respective
consolidated funds: KKR 1996 Fund, KKR Europeand;KKR Millennium Fund, KKR European Fund Il, KKR@6 Fund, and certain of
the KKR Strategic Capital Funds.

KKR Financial Holdings LLC ("KFN") is a plibly traded credit strategy fund whose limitedoiity company interests are listed on the
New York Stock Exchange under the symbol "KFN." KiBNnanaged by the Company but is not under thereamcontrol of the Senic
Principals or otherwise consolidated by the Compangontrol is maintained by thighrty investors. KFN was organized in August 2004
completed its initial public offering on June 2805. As of March 31, 2007 and December 31, 2006\ K&d consolidated assets of
$16.7 billion and $17.6 billion, respectively, astdckholders' equity of $1.7 billion at both Mai@h, 2007 and December 31, 2006. Shares of
KFN held by the Company are accounted for as tops@turities (see note 2) and represented apprtedin®a0% of KFN's outstanding
shares as of March 31, 2007 and December 31, 2006.

For management reporting purposes, the @agnpperates through two reportable business seégmen

. Private Equity —The Company's private equity segment involves spong and managing a group of funds that make
primarily control-oriented investments in connenotisith leveraged buyouts and other similar investnogportunities. These
funds are managed by Kohlberg Kravis Roberts &ICB. and currently consist of a number of privaiaity funds that have a
finite life and investment period ("Traditional Paite Equity Funds") and KKR Private Equity Investa private equity-
oriented permanent capital fund that has a perpekistence and investment period ("KPE").

. Credit —The Company's credit segment involves sponsonigignaanaging a group of private and publicly traohegstment
funds that invests primarily in corporate debt €dit Strategy Funds") and managing four structfirethce vehicles which
were established to complete secured financingaetions. The Credit Strategy Funds are managadlisidiaries of KKR
Financial LLC and currently consist of KFN and #i€R Strategic Capital Funds (the "SCF"), which eoenprised of three
side-by-side private credit strategy funds. Twaehef side-by-side funds in the
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SCF and one of the structured finance vehicles gethay the Company have been consolidated in ttengzanying
combined financial statements of the Company. Tive side-by-side fund is not consolidated by tHeR<Group. This fund is
owned and controlled by third-party investors amel KKR Group holds no economic or voting intere$tee KKR Group
receives management fees for managing the asddtbyhthis fund. See note 2 to the combined finalhstatements for the
Company's accounting policy regarding Fee Inconheed of the four structured finance vehicles artecoasolidated by the
KKR Group as KFN holds the majority of the econoaid voting interests. Accordingly, these struauieance vehicles are
consolidated by KFN.

The instruments governing the Traditiond@v&e Equity Funds provide that the funds will tione in existence for a varying term
(generally up to 18 years from the date of inifiedding), unless the funds are terminated by thecRrals or through an event of dissolution,
as defined in the applicable governing instrumeht® instruments governing KPE and the Credit &gyfFunds generally provide that those
funds will continue in existence indefinitely, ustethe funds are terminated earlier as provideéddrapplicable governing instruments.

The Company has three primary sourcesanfire: (i) fee income (consisting primarily of maaagent, transaction and monitoring fet
(i) amounts received from the Company's fundfisform of a carried interest or other distributibat entitles the Company to a
disproportionate share of the gains generated dyuiiids; and (iii) investment income generatedughothe investment of the Company's
capital in its funds and other proprietary invegtise

The KKR Funds are consolidated by the Caomgmursuant to accounting principles generally ptaxin the United States of America
("GAAP") as described in Note 2, notwithstanding fact that the Company has only a minority ecoranterest in those funds. Specifica
the general partners of the KKR Funds consolidaé tespective funds and certain of their respeaintities in accordance with Emerging
Issues Task Force ("EITF") No. 04-5, "Determiningp&ther a General Partner, or the General Partseaszoup, Controls a Limited
Partnership or Similar Entity When the Limited Pars Have Certain Rights." Consequently, the Colyipamombined financial statements
reflect the assets, liabilities, revenues, experigesstment income and cash flows of the constditl&KR Funds on a gross basis, and the
majority of the economic interests in those fundsich are held by third-party investors, are raf@cas non-controlling interests in
consolidated entities in the accompanying combfirehcial statements. Substantially all of the ngemaent fees and certain other amounts
earned by the Company from those funds are eliméhat combination. However, because the eliminatadunts are earned from, and
funded by, non-controlling interest holders, therpany's allocable share of the net income frometiosds is increased by the amounts
eliminated. Accordingly, the combination of the KKIRnds has no net effect on the Company's net inamrpartners' capital. See Note 2.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
General

Basis of Accounting—The accompanying combined financial statementpameared in accordance with GAAP. The condensed
combined financial statements and these notesraadited and exclude some of the disclosures redjirirannual financial statements.
Management believes it has made all necessarytagjoss (consisting of only normal recurring iteres)that the condensed combined
financial statements are presented fairly andebfinates made in preparing its condensed combined
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financial statements are reasonable and prudeetopéarating results presented for interim periodsat necessarily indicative of the results
that may be expected for any other interim periofbothe entire year. These condensed combineshéiial statements should be read in
conjunction with the combined financial statemeaftthe Company included elsewhere in this prospectu

Principles of Consolidation—The Company's policy is to consolidate those iestin which it, through the Senior Principals, has
control. Hereinafter, all entities that are incldde the accompanying combined financial statemardseferred to as consolidated entities.

The consolidated entities are under themsomcontrol of the Senior Principals. The accompamngombined financial statements
include the accounts of the Company and its cotdatdd entities, which are comprised of (i) thostities in which the Company, directly or
through the Senior Principals, has majority ownigrsimd has control over significant operating, ficial and investing decisions, and (ii) the
consolidated KKR Funds, which are those entitieghich the Company, through the Senior Princigatdgls substantive, controlling general
partner or managing member interests. With redpette consolidated KKR Funds, the Company genehas operational discretion and
control, and fund investors have no substantivietsi¢p impact ongoing governance and operatingities of the fund.

The KKR Funds do not consolidate their majeowned and controlled investments in portfatismpanies ("Portfolio Companies").
Rather, those investments are accounted for astimemts and carried at fair value as describedibelo

Intercompany transactions and balances bagr eliminated.

Non-Controlling Interests in Consolidated Entities— Non-controlling interests in consolidated engitrepresent the ownership
interests in consolidated entities, including cdidsded KKR Funds, held by entities or persons othan the Principals. Non-controlling
interest holders in the Company have a substamtiakbrship position in the Company's combined tasakets (approximately 85% as of
March 31, 2007).

Allocation of income to non-controlling @rests in consolidated KKR Funds is based on #geative funds' governing instruments.

In the case of the Traditional Private Eg&iunds, profits on capital invested on behalfirofted partners are allocated to the limited
partners in an amount equal to 80% of the ratitheir capital contributions to the total capitahtributed by all partners with respect to each
investment. The general partners of the funds vedsie remaining portion of the profits in the foofra carried interest. Losses on a fund's
investments are first applied to the excess offaigr income over such losses. Any remaining furgbés are applied to the equity accour
the partners in proportion to their capital conitéd with respect to each individual investmentil time partners' equity accounts have been
reduced to zero. Any remaining fund losses arealtd to the fund's general partner.

In the case of KPE, one of the fund's galneartners holds an economic interest in the thatlwill entitle it to a disproportionate share
of the gains generated by the fund's direct investsionce the fund's
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capitalization costs (the "Creditable Amount") héeen recouped as described below. This economeiest consists of:

. a carried interest that generally will allocatdte general partner 20% of the gain that is redl@e direct private equity
investments that are made with fund investors'tabafter any realized losses on other direct peivuity investments have
been recovered; and

. a distribution right that generally will allocate the general partner 20% of the annual increatigeimet asset value of all ott
direct investments that are made with fund invesStapital above the highest net asset value athnn incentive amount was
previously made.

The general partner is not entitled to ried interest or incentive distribution right witespect to the fund's indirect investments, which
consist of investments made through other fundsttieaCompany sponsors. However, if the fund aeguér partner interest in one of the
Company's other funds from a third party, the anodidistributions that the general partner recgiparsuant to its distribution right may be
adjusted to reflect realized gains or losses regett the value of the acquired partner interestnéted above, the general partner of KPE has
agreed to forego receiving a carried interest sirihiution until the profits on investments wittspect to which it would be entitled to receive
a carried interest or distribution equal the Cedalit Amount. As of March 31, 2007, the Creditabiacdint had a remaining balance of
$230,358.

Use of Estimates—The preparation of the combined financial states@nconformity with GAAP requires management take
estimates and assumptions that affect the repartemints of assets and liabilities, the disclosfi@ntingent assets and liabilities at the date
of the combined financial statements and the repaxmounts of revenues, expenses and investma@méduring the reporting periods. S
estimates include but are not limited to the vatuabf Portfolio Companies owned by the KKR Furfitgncial instruments owned and other
matters that affect reported amounts of assetdianitities. Actual results could differ from thosstimates and such differences could be
material to the combined financial statements.

Income Statement Measuremer

Fee Income—Fee income is comprised of (i) transaction feegiked from Portfolio Companies, (ii) monitoringegereceived from
Portfolio Companies and (iii) management fees kexkfrom unconsolidated funds and (iv) incentivesfeeceived from unconsolidated fut
Such fees are based upon the contractual termmdfrhanagement and related agreements and areizedin the period during which the
related services are performed and the amountstieesm contractually earned.
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For the three months ended March 31, 20@72806, fee income consists of the following:

Three Months Ended March 31,

2007 2006
Transaction Fees Received from Portfolio Compa $ 26,71¢ $ 62,16
Monitoring Fees Received from Portfolio Compar 17,22 18,47:
Management Fees Received from Unconsolidated F 18,53: 12,48¢
Incentive Fees Received from Unconsolidated Fi 6,371 672
Total Fee Incom: $ 68,84( $ 93,79¢
|

Management fees received from consolidated andnsatidated funds—For the Traditional Private Equity Funds, grossxagement
fees generally range from 1% to 1.5% of committepital during the fund's investment period and apionately .75% of invested capital
after the expiration of the fund's investment pebribypically, an investment period is defined gsedod of up to six years. The actual length
of the period may be shorter based on the timimbuse of committed capital.

For KPE, management fees are determinedaglygbased on 25% of the sum of (i) that fund|sity up to and including $3 billion
multiplied by 1.25% plus (ii) that fund's equityéxcess of $3 billion multiplied by 1%. For purpssé calculating the management fee,
equity is an amount defined in the management aggae Until the Creditable Amount is reached, tleenPany has generally agreed to
reduce the amount of management fees payable Byrldén any period by any carried interest or moee distributions that the Company or
its affiliates receive during the period pursuanatcarried interest in a private equity fund inahhKPE invests.

Management fees received from consolid&t€éR Funds are eliminated in consolidation. Howevmgause these amounts are funded
by, and earned from, non-controlling interest hoddéhe Company's allocated share of the net indoone consolidated KKR Funds is
increased by the amount of fees that are eliminaedordingly, the elimination of the fees does hate a net effect on the Company's net
income or partners' capital.

The Company's management agreement with pieNdes, among other things, that KFN is respaadior paying to the Company
certain fees and reimbursements, consisting oa bmnagement fee, an incentive fee and reimburgdoreout-of-pocket and certain other
costs and expenses incurred by the Company onflgH&FN. The Company earns an annual base managdees computed monthly in
arrears, in an amount equal to adjusted equityiptieli by 1.75%. For purposes of calculating thedbmanagement fee, adjusted equity is an
amount defined in the management agreement.

The Company's management agreement with WilNutomatically be renewed for successive oparjterms following December 31,
2007 unless the agreement is terminated in accoedaith its terms. The management agreement previdd the fund may terminate the
agreement only if:

. the termination is approved at least 180 days poidtihe expiration date by at least ttirds of the fund's independent direc
or by the holders of a majority of the outstandshgres of the fund's common stock and the ternoimagi based upon (i) a
determination that the Company's performance has basatisfactory and materially detrimental toftived or (ii) a
determination that the management and incentive fagable to the Company are not fair (subjedt¢o t
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Company's right to prevent a termination by reaglin agreement to reduce the Company's manageneeinicentive fees),
which case a termination fee is payable to the Gompor

. the Company subsidiary that manages the fund exqpeat a "change of control" or we materially bretaehprovisions of the
agreement, engage in certain acts of willful miskan or gross negligence, become bankrupt or iestler are dissolved, in
which case a termination fee is not payable taQbmpany.

The Company has received restricted comstmck and common stock options from KFN as a corapbaf compensation for
management services to that fund. The restrictethoon stock and stock options vest ratably overiegiple vesting periods and are initially
recorded as deferred revenue at their estimateddhies at the date of grant. Subsequently, thre@my re-measures the restricted common
stock and stock options to the extent that theyuaxested, with a corresponding adjustment to dederevenue. Income from restricted
common stock and common stock options is recogmiaidbly over the vesting period as a componefdé@fncome and amounted to $8,053
and $5,251 for the three months ended March 317 20@ 2006, respectively.

The Company has entered into managemeeeagants with the side-lside funds comprising the KKR Strategic Capital dipursuar
to which it has agreed to provide them with manag@rand other services. Under the management agreexnd, in some cases, other
documents governing the individual funds, the Camypa entitled to receive:

. with respect to investors who have agreed to a @timlockup period, a monthly management fee that is equal1667% (o
2.0% annualized) of the net asset value of theviddal fund that is allocable to those investors] a

. with respect to investors who have agreed to a @timlockup period, a monthly management fee that is equal1250% (o
1.5% annualized) of the net asset value of theaminfund that is allocable to those investors.

Vested common stock that is received asn@ponent of compensation for management servieesaaried as trading securities, because
the Company generally intends to distribute the mamm stock subsequent to vesting. Vested commok saecorded at estimated fair value
with changes in fair value recognized in Net Gdiiosn Investment Activities.

Vested stock options received as a comparfesompensation for management services meaththeacteristics of derivative
investments. Subsequent to vesting, these optimmtincie to be measured at estimated fair value ebiinges in fair value recognized in
current income as an unrealized gain or loss. Besited and unvested common stock options are vakiad a Black-Scholes pricing model
as of the end of each period.

Incentive fees received from unconsolidated fun@isze-Company's management agreement with KFN previus KFN is responsible
for paying a quarterly incentive fee when the netoin assets under management exceeds certain barchaturns or other performance
targets. This incentive fee is accrued quarteftgrall contingencies have been removed, basquediormance to date versus the
performance benchmark stated in the managemergragré. Once earned, there are no clawbacks oftimegres received from KFN.
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As part of the Company's management agretsméth the side-by-side funds comprising the K&Rategic Capital Funds the Company
is entitled to receive incentive fees as follows:

. with respect to investors who have agreed to a @timlock-up period, an annual incentive fee egu&0% of the increase in
the net asset value of the individual fund thatliscable to those investors above the highesasst value at which an
incentive fee has previously been received; and

. with respect to investors who have agreed to a é8timlock-up period, an annual incentive fee e¢ual5% of the increase in
the net asset value of the individual fund thatliscable to those investors above the highesassst value at which an
incentive fee has previously been received.

These incentive fees are accrued annutsy, all contingencies have been removed, basgrdormance to date versus the
performance benchmark stated in the managemergragrd. Since performance can fluctuate duringimteeriods, no incentive fees are
recognized on a quarterly basis. Once earned, #rerao clawbacks of incentive fees received frioenside-by-side funds comprising the
KKR Strategic Capital Funds.

Transaction fees received from Portfolio Compari€Eransaction fees are earned by the Company piriarconnection with
successful acquisitions of Portfolio Companies bivate equity funds and with respect to certaireotiegotiated investments. Transaction
fees are recorded in fee income upon closing ofrtresaction. Fees are typically paid by Portf@immpanies on or around the closing date
and generally approximate 1% of the total transactalue to which the Company is entitled to itsgmrtionate share. Transaction-related
expenses associated with successful Portfolio Cagnpavestments are deferred and recorded in Otkee®s until the transaction is
consummated. See our description under "—Reimbweseof Transaction-Related Expenses” below. Traimsacelated expenses associated
with investigating Portfolio Company investmentatthre not consummated are recorded in fund expevisen facts and circumstances
indicate that the transactions are unlikely to tlescimmated.

Monitoring fees received from Portfolio Companie$/onitoring fees are earned by the Company forisesvprovided to the Portfolio
Companies of private equity funds. These fees ait lpased on a fixed periodic schedule by the BlatCompanies either in advance or in
arrears and are separately negotiated for eacfofmCompany.

Reimbursement of Transaction-Related Expenses-In pursuing successful Portfolio Company investtadar private equity funds,
the Company receives reimbursement for certairsretion-related expenses. Transaction-related sggewhich are billable to third parties,
are deferred until the transaction is consummatedracorded in other assets on the date the exjeisrurred. Upon reimbursement from a
third party, the cash receipt is recorded and #ferded amounts are relieved. No fee income ormsgés recorded for these reimbursements.

Reimbursement of Monitoring Costs—In connection with the monitoring of Portfolio Coampes, KFN and the KKR Strategic Cap
Funds, the Company receives reimbursement forinezi@enses incurred on behalf of these entitidatie monitoring expenses are
recognized as revenue in accordance with EITF QIthdome Statement Characterization of ReimburserReceived for Out of Pocket
Expenses Incurred." These expense reimbursementsaasified as monitoring fee income and amoutttéd8,303 and $3,795 for the three
months ended March 31, 2007 and 2006, respectively.
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Investment Income—Investment income consists primarily of unrealized realized gains and losses on private equigsiments as
well as dividends and interest received primarigni the Portfolio Companies, after giving effectriterest expense incurred primarily by the
Company's Credit Strategy Funds and foreign exahgagns and losses relating to mark-to-market iagtn foreign exchange forward
contracts. The amount of investment income retainegtt income, after allocation to non-controllingerests in consolidated entities,
represents investment income allocable to the Cagnpesulting from earnings on its investments dsdarried interest and similar
distribution rights. Carried interests and simdastribution rights generally entitle the Compaayatpercentage of the profits generated by a
fund as described below. Unrealized gains or lossadt from changes in fair value of investmentsrdy the period, and are included in Net
Gains from Investment Activities. Upon dispositimihan investment, previously recognized unrealigaiths or losses are reversed and a
realized gain or loss is recognized. Net Gains fhomestment Activities earned by the consolidatéR<Funds amounted to $1,442,137 and
$932,336 for the three months ended March 31, 20072006, respectively.

Carried interests entitle the general garof a fund to a greater allocable share of tifiesé's earnings from investments relative to the
capital contributed by the general partner andespondingly reduce non-controlling interests' ale share of those earnings. Amounts
earned pursuant to carried interests in Traditi®malate Equity Funds are included in investmenbme and are earned by the general pz
of those funds to the extent that investment retane positive. If these investment returns deereasurn negative in subsequent periods,
recognized carried interest will be reduced ankbcefd as investment losses. Recognized carriecesitamounted to approximately
$265 million and $191 million for the three montdreded March 31, 2007 and 2006, respectively. Ircése of a Traditional Private Equity
Fund, a carried interest is calculated as a pesigentf the gains of the fund, subject to the aehient by the fund of positive investment
returns, which, if not achieved, subjects previpukstributed carried interest to a contingent ygpent. A carried interest that is subject to
contingent repayment may be paid to a fund's gépartner as particular investments made by thd ane sold or otherwise realized.
However, if upon liquidation of the fund, the aggae amount paid to the general partner pursuanttoried interest exceeds the amount
actually due to the general partner based upoadhesgate performance of the applicable fund, xkess is required to be repaid by the
general partner (a "clawback") to the fund. Cariigdrest subject to contingent repayment is reizeghas earned based on the contractual
formula set forth in the instruments governingfilned as if the fund was terminated at that daté #ie then estimated fair values of the
investments realized. Due to the extended duratbtise Traditional Private Equity Funds, managenetieves that this approach results in
income recognition that best reflects the perigdiformance of the Company in the management aktfinds. As of March 31, 2007,
approximately $1,027 million of carried interesshzeen paid to certain of the general partnerheoKKR Funds that is subject to contingent
repayment. See Note 7, Related Party Transactions.

Dividend income is recognized by the Conypam the ex-dividend date, or in the absence ofmél declaration, on the date it is
received. For the three months ended March 31, 260872006, all dividends were earned by the codiatdd KKR Funds.

Interest income is recognized as earnadrdat income earned by the consolidated KKR Fanasunted to $65,618 and $8,964 for the
three months ended March 31, 2007 and 2006, regeksct

Profit Sharing —The Company has various profit sharing arrangeswhich provide for a sharing of the income earoedts
investments and carried interests in the KKR FuAdsounts payable under such arrangements are chtsg®mpensation expense or
professional fees expense when payment is probablemounts owed are reasonably estimable.
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Statement of Financial Condition Measuremer

Cash and Cash Equivalents—The Company considers all highly liquid short-tdnwestments with original maturities of 90 days or
less when purchased to be cash equivalents.

Cash and Cash Equivalents Held at Consolidated Enies—Cash and cash equivalents held at consolidatéiiesnepresents cash
that, although not legally restricted, is not aabié to fund general liquidity needs of the Compasyhe use of such funds is generally lim
to the investment activities of the KKR Funds.

Restricted Cash and Cash Equivalents—Restricted cash and cash equivalents represenirdmthat are held by third parties under
certain of the Company's financing and derivatremsactions.

Investments, at Fair Value—The Company's investments consist primarily ofqe equity investments, debt investments and other
investments. See Note 3 for information relatinghe Company's investments.

Private Equity Investments-Private equity investments consist of investm@mfortfolio Companies of consolidated KKR Fundatth
are, for GAAP purposes, investment companies utideAICPA Audit and Accounting Guide—"Investmentr@aanies.” The KKR Funds
reflect investments at their estimated fair valwg#h unrealized gains or losses resulting fromngfees in fair value reflected as a component
of Net Gains from Investment Activities in the camgd statements of income. Fair value is the amatmihich the investments could be
exchanged in a current transaction between wilhiagies, other than in a forced or liquidation s@lee Company has retained the specialized
accounting of these investments pursuant to EITF88el2, "Retention of Specialized Accounting fovéstments in Consolidation."”

Private equity investments that have rgaaliiservable market prices (such as those tradedseaurities exchange) are stated at the last
reported sales price on the statement of finamciatlition date.

As of March 31, 2007, approximately 67%oaf private equity investments have been valuethbyCompany in the absence of readily
observable market prices. The determination of\falue may differ materially from the values thatuld have resulted if a ready market had
existed. For these investments, fair value is datexd after giving consideration to a range ofdestincluding the price at which the
investment was acquired, the nature of the investnh@ecal market conditions, trading values on pubkchanges for comparable securities
and financing transactions subsequent to the atiquisf the investment, if available. Additionallthe Company evaluates fair value with
internal models utilizing current and projected repi@g performance and cash flows.

Investments denominated in currencies dtiear the U.S. dollar are valued based on therspetf the respective currency at the end of
the respective reporting period with changes rdladeexchange rate movements reflected as a compohblet Gains from Investment
Activities.

Corporate Securities— Corporate securities consist of fixed income séi@sriand are carried as available-for-sale as trepany may
sell them prior to maturity and does not hold thmncipally for the purpose of selling them in thear term. These investments are carried at
estimated fair value, with unrealized gains anddsseported in accumulated other comprehensiwenac

Estimated fair values are based on quotmdkeh prices, when available, or on estimates plexyby independent pricing sources or
dealers who make markets in such securities. Upesale of a security,
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the realized net gain or loss is computed on aispétentification basis. Substantially all unread gains and losses associated with
available-for-sale securities are reflected in wontrolling interests in consolidated entitieshe iccompanying statement of financial
condition.

The Company monitors its available-fale securities portfolio for impairments. A lossécognized when it is determined that a de
in the estimated fair value of a security belowaitsortized cost is other-than-temporary. The Commgamsiders many factors in determining
whether the impairment of a security is deemedetother-than-temporary, including but not limitegthe length of time the security has had
a decline in estimated fair value below its amedizost, the amount of the unrealized loss, thentrand ability of the Company to hold the
security for a period of time sufficient for a reeoy in value, recent events specific to the isswendustry, and external credit ratings and
changes therein.

Fixed Income SecuritiesFixed income securities of Portfolio Companies tratlisted on a securities exchange are classfiddading
securities and are valued at their last quoteds gaiee. Securities that are not listed on an exgband traded over the counter are valued at
the mean of bid and ask quotations. Investmentsiiporate debt, including syndicated bank loargh gield securities and other fixed
income securities, are valued at the mean of tlt¥ dnd "asked" prices obtained from third-particimg services. In the event that thipdsty
pricing service quotations are unavailable, vahresobtained from dealers or market makers. Investsnwhere third-party values are not
available are valued by the Company and the Compayyengage a third-party valuation firm to assistuch valuations.

Corporate Loans—Fhe Company invests in corporate loans held foestment and the Company initially records suchdartheir
purchase prices. The Company subsequently acctmurrgsrporate loans based on their outstandingcprat plus or minus unaccreted
purchase discounts and unamortized purchase presr{mmmortized cost). In certain instances, whereibdit fundamentals underlying a
particular corporate loan have materially changeslich a manner that the Company's expected netayrdecrease, the Company may elect
to sell a corporate loan held for investment duadeerse changes in credit fundamentals. If the 2oy determines that it will no longer
hold the corporate loan for investment, the Compaagounts for the corporate loan at the lower obidized cost or estimated fair value.

Interest income on corporate loans includesest at stated coupon rates adjusted for agoref purchase discounts and the
amortization of purchase premiums. Unamortized juera and discounts are recognized in interest ircower the contractual life of the
loans, adjusted for actual prepayments, usingffleet&ve interest method.

The Company's investments in corporated@ae not homogeneous and the Company individvedigws each corporate loan for
impairment using relevant information in its an@y#ncluding current estimated fair values, cutnealuation multiples, estimated fair values
and quality of collateral, projected operating cistv and projected liquidation cash flows. The Gaamy considers a corporate loan to be
impaired when, based on current information andvesyeéhe Company believes it is probable that litlvé unable to collect all amounts due
based on the contractual terms of the loan. Wheor@orate loan is impaired, an allowance for la@sés is created in an amount equal to the
excess of the loan's amortized cost basis ovestimated fair value. Increases in the allowancéofan losses are recognized currently in the
Company's results of operations. When the Compaakema determination that some or all of a corpdan is uncollectible, the Company
charges-off or writes-down the loan through a ré¢idadn
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the allowance for loan losses. As of March 31, 280@ December 31, 2006, there were no corporatss leguiring an allowance for loan
losses.

An impaired corporate loan may be left coraal status during the period the Company isypangsrepayment of the loan; however, the
loan is placed on non-accrual status when: (i) mameent believes that scheduled debt service pagmemy not be paid when contractually
due; (ii) the loan becomes 90 days delinquen);fiinagement determines the borrower is incapdbte bas ceased efforts toward, curing
the cause of the impairment; or (iv) the net reddie value of the underlying collateral securing lttean decreases below the Company's
carrying value of such loan. While on non-accraaliss, previously recognized accrued interestiereed and interest income is recognized
only upon actual receipt. As of March 31, 2007 Betember 31, 2006, there were no corporate loamooraccrual status.

Derivatives—The Company invests in derivative financial instents, including total rate of return swaps andlitadefault swaps. In a
total rate of return swap, the Company receivestime of all interest, fees and any positive ecorarhange in fair value amounts from a
reference asset with a specified notional amoudtpays interest on the referenced notional amoluistany negative change in fair value
amounts from such asset. Credit default swaps, wherhasing protection, involve the payment ofkadirate premium for protection against
the loss in value of an underlying debt instrumarihe event of a defined credit event, such asneey default or bankruptcy. Under a credit
default swap, one party acts as a guarantor byviagethe fixed periodic payment in exchange fax tommitment to purchase the underlying
security at par if a credit event occurs. Derivatbontracts, including total rate of return swaptcacts and credit default swap contracts, are
recorded at estimated fair value with changesimvidlue recorded as unrealized gains or loss&ginGains from Investment Activities in the
accompanying combined statements of income.

Time Deposits—The Company maintained a $350 million time depasiarch 31, 2007, which related to a short-teapasit with an
original maturity of greater than 90 days. Thisdstment is carried at fair market value and intesas earned at a rate of 5.4% in connection
with the time deposit as of March 31, 2007.

Opportunistic Investments in Publicly Traded Sdtesi—The Company's opportunistic investments in puplichded securities
represent equity securities, which are classifiettading securities and carried at fair market®aChanges in the fair market value of tra
securities are reported within Net Gains from Inwent Activities in the accompanying Combined Staats of Income. These investments
represent investments of KPE identified by the Canypin the ordinary course of business other thebt,dnvestments in governmental bo
and other similar investments.

Due from and Due to Affiliates—For purposes of classifying amounts, the Compamgiclers its Principals, employees, non-
consolidated funds and the Portfolio Companiessofitinds to be affiliates. Receivables from andabéss to affiliates are recorded at their
current settlement amount.

Foreign Exchange Derivatives and Hedging Activities—The Company enters into derivative financial instents primarily to
manage foreign exchange risk arising from certagets and liabilities. All derivatives are recoguizas either assets or liabilities in the
combined statements of financial condition and messat fair value with changes in fair value releal in Net Gains from Investment
Activities in the accompanying combined statemehiscome. The Company does not apply "hedge adoain
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under SFAS No. 133, "Accounting for Derivative hushents and Hedging Activities". The Company's\dsive financial instruments
contain credit risk to the extent that its bankrtemparties may be unable to meet the terms aiigheements. The Company minimizes this
risk by limiting its counterparties to major finaakinstitutions with strong credit ratings.

Fixed Assets, Depreciation and Amortization—Fixed assets consist primarily of leasehold improents, furniture, fixtures and
equipment, and computer hardware and software. &uclunts are recorded at cost less accumulatedaaton and amortization.
Depreciation and amortization are calculated usliegstraight-line method over the assets' estimagetll lives, which are the life of the
related lease for leasehold improvements, and treeven years for other fixed assets.

Repurchase Agreements and Warehouse Facilities The majority of the Company's debt obligationssisinof borrowing
arrangements entered into by the Credit Strategyl&in order to finance the acquisition of investteeprimarily through the use of secured
borrowings in the form of repurchase agreementsnaréhouse facilities. The Company recognizes éstezxpense on all borrowings on an
accrual basis.

Capital Distributions —Capital distributions to partners take the forntah distributions and, in certain cases, non-desthibutions.
Non-cash distributions consist primarily of share®ortfolio Companies which have been exited as agllested common stock and
common stock options of KFN. Historically, all dibutions on investments held by our partners Heen accounted for as distributions fr
partners' capital, or in some cases as minorigrést, and therefore no compensation expense kaséeognized with respect to distributis
made to our Principals.

Comprehensive Income—Comprehensive income is defined as the changaquiityeof a business enterprise during a period from
transactions and other events and circumstancelsidig those resulting from contributions and rilisttions to owners. For the Company's
purposes, comprehensive income represents Net lycaspresented in the accompanying combined statsraf income, net foreign
currency translation adjustments, and unrealizéusgand losses on securities available for sale.

Foreign Currency —Foreign currency denominated assets, liabilitieds @perations are primarily held through the KKmésL Assets
and liabilities relating to foreign investments &anslated using the exchange rates prevailitigea¢nd of each reporting period. Results of
foreign operations are translated at the weightedage exchange rate for each reporting periochsiation adjustments are included in
current income to the extent that unrealized gantslosses on the related investment are includ@tome, otherwise they are included as a
component of accumulated other comprehensive inaotierealized. Foreign currency gains or lossssilting from transactions outside of
the functional currency of a consolidated entity srcorded in income as incurred and were not mahtirring the three months ended
March 31, 2007 and 2006.

Income Taxes—No federal income taxes have been provided fahbyCompany in the accompanying combined finarsta@bments
as each existing partner is individually resporesfbk reporting income or loss based upon thepaetve share of an entity's income and
expenses as reported for income tax purposes. Howesrtain consolidated entities of the Compameysaibject to either New York City
unincorporated business tax on their trade andhbasiactivities conducted in New York City or otfaeign, state or local income taxes.
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Recent Accounting Pronouncements—In December 2004, the Financial Accounting Stadsl&oard ("FASB") issued SFAS No. 123
(R), "Share-Based Payment" ("SFAS 123 (R)"), whifuires all equity-based payments to employeég t@cognized using a fair value
based method. On January 1, 2006, the Companyeti§RAS No. 123 (R) using the prospective methalitlaerefore there was no impact
on prior period amounts. The adoption of SFAS IRBdid not impact the Company's combined finansiatements.

In February 2006, the FASB issued SFAS &, "Accounting for Certain Hybrid Financial Ingtnents," ("SFAS 155"). Key
provisions of SFAS No. 155 include: (1) a broad fa@lue measurement option for certain hybrid fiahinstruments that contain an
embedded derivative that would otherwise requiferbation; (2) clarification that only the simplesgparations of interest payments and
principal payments qualify for the exception affeddo interest-only strips and principal-only sérfpom derivative accounting under
paragraph 14 of SFAS No. 133, thereby narrowindy &xception; (3) a requirement that beneficialriesdés in securitized financial assets be
analyzed to determine whether they are freestarainigatives or whether they are hybrid instrumehéd contain embedded derivatives
requiring bifurcation; (4) clarification that cormgeations of credit risk in the form of subordimatiare not embedded derivatives; and
(5) elimination of the prohibition on a qualifyirsgpecial purpose entity holding passive derivatimarfcial instruments that pertain to
beneficial interests that are or contain a deneatinancial instrument. In general, these changlseduce the operational complexity
associated with bifurcating embedded derivatived,increase the number of beneficial interestg®austization transactions, including
interest-only strips and principal-only strips, uggd to be accounted for in accordance with SFAST83. SFAS 155 is effective for all
financial instruments acquired, issued or subjecemeasurement after the beginning of an enfitgisfiscal year that begins after
September 15, 2006. The adoption of SFAS 155 didhaee a material impact on the Company's combiimaicial statements.

In September 2006, the FASB issued SFASING, "Fair Value Measurements" ("SFAS 157"). SEAS defines fair value, establishes
a framework for measuring fair value, and expansislasures about fair value measurements. SFASafplies to reporting periods
beginning after November 15, 2007. The Companyiseatly assessing the impact of adopting SFASdrbthe combined financial
statements.

In February 2007, the FASB issued SFAST™®, "The Fair Value Option for Financial Assetsl &inancial Liabilities" ("SFAS 159").
SFAS 159 permits entities to choose to measure rfiaagcial instruments and certain other itemsat\alue, with changes in fair value
recognized in earnings. SFAS 159 applies to reppptieriods beginning after November 15, 2007. Thm@any is currently assessing the
impact of adopting SFAS 159 on the combined finalngtiatements.

In June 2006, the FASB issued Interpretaio. 48, "Accounting for Uncertainty in Income E&x an interpretation of FASB Statement
No. 109" ("FIN 48"). FIN 48 requires companies ¢ésagnize the tax benefits of uncertain tax posstionly where the position is "more like
than not" to be sustained assuming examinatiombytithorities. The tax benefit recognized is #rgdst amount of benefit that is greater
than 50 percent likely of being realized upon uétimsettlement. FIN 48 is effective for fiscal y&ebeginning after December 15, 2006. The
adoption of FIN 48 did not have a material impattioe Company's combined financial statements.
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In June 2007, the AICPA issued Statememtasfition No. 07-1, "Clarification of the Scopetié Audit and Accounting Guide
Investment Companies and Accounting by Parent Carepand Equity Method Investors for Investmentiirestment Companies” ("SOP
07-1"), for issuance. SOP 07-1 addresses whetbadtounting principles of the AICPA Audit and Aoating Guide Investment Companies
may be applied to an entity by clarifying the d#fon of an investment company and whether thosewaating principles may be retained by
a parent company in consolidation or by an inveistdine application of the equity method of accanmtGenerally, in order for an entity to
retain investment company accounting for a subssidia equity method investee, (i) the subsidiargquity method investee should meet the
definition of an investment company pursuant toghilance in SOP 07-1, (ii) the entity should fallestablished policies that effectively
distinguish the nature and type of investments nigdihe investment company from the nature and tfpevestments made by other enti
within the consolidated group that are not investho®mpanies, and (iii) the entity (through thedstment company) should be investing for
current income, capital appreciation, or both, eathan for strategic operating purposes. SOP 8@plies to the later of (i) reporting periods
beginning on or after December 15, 2007 or (ii)fire permitted early adoption date of the FASHis value option statement. The Compi
is currently assessing the impact of adopting SOR 6n the Company's combined financial statemiectading the potential impact if we
were unable to retain investment company accounting

3. INVESTMENTS

Investments, at fair value consist of thiofving:

Fair Value
March 31, December 31,
2007 2006
Private Equity Investmen $ 20,030,41 $ 17,862,53
Debt Investment 1,723,071 1,230,20;
Other Investment 1,815,08: 1,445,511

$ 23,568,57 $ 20,538,24

Investments, at fair value held by the otidated KKR Funds amounted to $23,340,827 and2820113 as of March 31, 2007 and
December 31, 2006, respectively.
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Private Equity Investment

The following table presents informatiomcerning private equity investments held by thesotidated KKR Funds:

Fair Value as a

Fair Value Percentage of Total
March 31, December 31, March 31, December 31,
2007 2006 2007 2006
Private Equity Investments, at Fair Value
North America
Health Care $ 1,882,56. $ 1,852,96: 9.4% 10.2%
Consumer Produc 1,491,071 1,340,25. 7.4% 7.5%
Chemicals 1,034,54. 942,86¢ 5.2% 5.3%
Financial Service 974,40( 833,98t 4.%% 4.7%
Technology 833,59( 739,60t 4.2% 4.1%
Manufacturing 539,73 514,50! 2. 7% 2.€%
Media 512,68 424,25! 2.6% 2.8%
Hotels/Leisure 96,71¢ 198,42! 0.5% 1.1%
Telecom 36,63¢ 37,231 0.2% 0.2%
Energy 2,28 300,47: 0.C% 1.7%
North America Total (Cost: March 31, 2007,
$6,088,343; December 31, 2006, $6,175,6 7,404,22. 7,184,56! 37.(% 40.2%
Europe
Manufacturing 4,700,54! 3,949,341 23.5% 22.1%
Media 3,036,83 2,330,80: 15.2% 13.(%
Technology 1,320,14. 1,289,39. 6.6% 7.2%
Telecom 866,59: 537,34 4.2% 3.C%
Retail 770,95( 761,79¢ 3.8% 4.2%
Recycling 215,76 287,33t 1.1% 1.€%
Industrial 114,53: 113,20: 0.6% 0.€%
Europe Total (Cost: March 31, 2007, $7,653,459;
December 31, 2006, $6,385,892) 11,025,35 9,269,23 55.(% 51.8%
Australia, Bermuda, Singapore and Other
Locations
Technology 672,69¢ 498,18: 3.4% 2.8%
Media 538,74 531,15¢ 2. 7% 3.C%
Recycling 262,59: 270,32: 1.2% 1.5%
Financial Service 126,79¢ 109,07! 0.6% 0.€%
Australia, Bermuda, Singapore and Other
Locations, Total (Cost: March 31, 2007, $1,551,65
December 31, 2006, $1,551,65 1,600,83: 1,408,73 8.C% 7.9%
Private Equity Investments, at Fair Value $ 20,030,41 $ 17,862,53 100.(% 100.(%

As of March 31, 2007, investments whichrespnted greater than 5% of the net assets of kdeisal private equity funds included;
(i) Legrand S.A. valued at $2,600,059, (ii) NXPued at
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$1,320,141, (iii) HCA Inc. valued at $1,165,750d 4iv) Rockwood Holdings, Inc. valued at $1,034,5A% of December 31, 2006,
investments which represented greater than 5%eofi¢ assets of consolidated private equity fulndsisted of investments in: (i) Legrand
S.A. valued at $2,268,249, (ii) HCA Inc. valuedsat145,750 and (iii) Rockwood Holdings, Inc. valuwdb942,868.

Substantially all of the securities undemythe Company's private equity investments represquity securities. As of March 31, 2007
and December 31, 2006, the aggregate amount détimemts that were other than equity securitieslesssthan 5% of the net assets of
consolidated private equity funds.

All Portfolio Companies included in privagquity investments are deemed affiliates dueemtture of the ownership interests and the
Company's ability to control, direct or substamjiahfluence management and the operations of Suwtfolio Companies.

Net Gains from Investment Activities on d@nbined statements of income include net realjgéds from sales of investments and the
net change in unrealized gains resulting from ckarig fair value of the KKR Funds' investments I(iding foreign exchange gains and
losses attributable to foreign-denominated inveats)e The following table presents the Companyatized and net change in unrealized
gains relating to its private equity investments.

Three Months
Ended March 31,

2007 2006
Realized Gain $ 422278 $ 1,650,33!
Net Change in Unrealized Gains (Loss 1,053,72 (717,35()

$ 1,476,00. $ 932,98(

Debt Investment:

The following table presents the Compadeglst investments held by the consolidated KKR Funds

March 31, December 31,
2007 2006

Debt Investments, carried at fair vall
Corporate Securities of Portfolio Compar $ 296,41 $ 294,48t
Fixed Income Securities of Portfolio Compar 154,78« 123,04(
Restricted Stoc 45,20: 44,14¢
Vested Option: 9,42¢ 8,617
Unvested Option 2,23t 1,68t
Derivatives 11,36¢ 8,43¢
Total 519,43( 480,41
Corporate Loan 1,203,64 749,78¢
Total Credit Investments (Cost: March 31, 2007 $4,680; December 31, 2006 $1,147,C $ 1,723,071 $ 1,230,20:
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Investments in corporate securities ard pemarily by consolidated Credit Strategy Fundd are classified as available for sale. The
following table summarizes the Company's corposataurities as of March 31, 2007, which are caraiegstimated fair value:

Net Net
Unaccreted Unrealized Estimated
Description Principal Discount Gains Fair Value
Corporate securitie $ 282,000 $ 3,210 $ 17,62 (a)$ 296,41

(@  $17,621 of the Net Unrealized Gains is allocablslom-Controlling Interests in Consolidated Entities

All of these securities have maturitiesAmsn five and ten years. The weighted average coapthe securities as of March 31, 2007 is
9.07%. There were no sales or transfers of corp@@turities during the three months ended Mar¢c2®17.

Other Investments

The following table presents the Companifer investments at fair value:

Fair Value
March 31, December 31,
2007 2006
Time Deposits(a $ 350,00 $ 1,000,00i
Convertible Senior Note 732,37 —
Opportunistic Investments in Publicly Traded Seies 540,30( 158,46:
Bonds and Other Debt Instruments held at Privatatizgunds 66,117 95,54:
Government and Government Agency Bo 63,25 88,46¢
Municipal Bonds 15,50: 38,11:
Corporate Bond 10,34:
Other 47,53¢ 54,581
Total (Cost: March 31, 2007, $1,783,217; Decemie2806, $1,438,02: $ 1,815,08. $ 1,445,511

@) Represents a short-term deposit with an originalnts of greater than 90 days which earned intesiean annual rate of
approximately 5.4% for the three months ended M&dcH2007.
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4. OTHER ASSETS AND OTHER LIABILITIES

Other assets consist of the following:

March 31, December 31,
2007 2006

Furniture and Fixture $ 28,63: $ 27,28¢
Leasehold Improvemen 25,05¢ 23,20t
Interest Receivabl 21,48: 51,85
Accounts Receivabl 7,281 11,56¢
Prepaid Expense 6,841 2,001
Foreign Currency Optior 6,44( —
Other Asset: 21,807 22,124

$ 11754, $ 138,03¢

€) Net of accumulated depreciation and amortizatio$3if,489 and $30,525 for the period ended Marct23@7 and December 31,
2006, respectively. Depreciation and amortizatixpesse totaled $938 and $542 for the three momitisceMarch 31, 2007 and 20!
respectively.

Accounts Payable, Accrued Expenses andrQihbilities consist of the following:

March 31, December 31,
2007 2006
Unrealized Losses on Foreign Exchange Forward @otsi{a) $ 201,15. % 202,75(
Accrued Benefits and Compensat 47,10° 14,09¢
Accounts Payabl 42,88 31,07¢
Deferred Revenu 29,21 35,741
Interest Payabl 26,59 12,29:
Other Liabilities 47,09¢ 37,16(
$ 394,04: $ 333,12(

€) Represents derivative financial instruments useddnage foreign exchange risk arising from ceraigets and liabilities. Such
instruments are measured at fair value with chamgsr value recorded in Net Gains from Investin&ativities in the accompanyir
combined statements of income. See Note 2.
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5. DEBT OBLIGATIONS

Debt obligations consist of the following:

March 31, December 31,
2007 2006
Warehouse Facilitie $ 1,263,000 $ 851,73t
Repurchase Agreemer 42,68: 52,38t
Shor-term Lines of Credi 30,00( 44,68:
Other Financing Arrangemer 350,00t —
$ 1,685,68 $ 948,80:

The Company's Credit Strategy Funds levethgir portfolios of securities and loans throtigd use of short-term borrowings in the
form of warehouse facilities and repurchase agreesn&ach of the borrowings used by the Companyskiaterest at floating rates based on
a spread above the London Interbank Offered R&18QOR").

The following table presents summarizedtimfation with respect to borrowings in the Compsaigonsolidated Credit Strategy Funds as
of March 31, 2007:

Weighted Weighted Average Estimated
Outstanding Average Remaining Maturity Fair Value
Borrowings Borrowing Rate (in days) of Collateral(1)
Warehouse facilitie $ 1,263,00! 5.82% 4 $ 1,511,62
Repurchase agreemel 42,68: 5.5% 11 50,07t
Total $ 1,305,68 $ 1,561,70.
—— ——

@ Collateral for borrowings consists of fixed incoseturities, corporate securities and corporatesi¢see Note 3).

The three special purpose entities formethb Company during 2006 to complete secured &imgntransactions are KKR Financial
CLO 2007-1, Ltd. ("CLO 2007-1"), KKR Financial CLZD07-2, Ltd. ("CLO 2007-2"), and KKR Financial CLZD07-3 ("CLO 2007-3).
During August 2006, CLO 2007-1, CLO 2007-2 and C2@D7-3 each entered into separate warehouse igilitith a maximum
commitment amount of $600.0 million, $500.0 milliand $600.0 million, respectively. Each of thegglitées bears interest at a rate of one-
month LIBOR plus 0.50%. The aggregate amount ofdwaings outstanding under these facilities is $iliBn as of March 31, 2007.

The Company maintains a $25 million linectedit (the "Line") with a major financial instttan that expires in 2008. The Line is
available for general corporate purposes and thepgaoy may re-borrow amounts repaid under the Liow iime to time prior to its
expiration or earlier termination. Outstanding amtswnder the Line bear interest at the "prime'rasedefined in the agreement. There ar
fees associated with the Line. As of March 31, 280d@ December 31, 2006, no amounts were outstandidgr the Line.

From time to time, the Company may borramoants to satisfy general short-term needs of tis#ness by opening short-term lines of
credit with established financial institutions. Feeamounts may be
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incremental to, or in lieu of, borrowings made unithe Line, and are generally repaid within 30 dagsvhich time the line of credit is clos
Amounts outstanding under short-term lines of ¢radiounted to $30,000 and $44,682 as of March @17 2nd December 31, 2006,
respectively. These borrowings bear interest atifig rates as defined in the respective agreemehése are no fees associated with these
lines of credit.

During the quarter ended March 31, 200& Glompany entered into a financing arrangementavitiajor financial institution with
respect to $350 million of its $700 million convblé notes investment in Sun Microsystems, Incu(i'3.

The financing was structured through the afstotal return swaps. Pursuant to the termbi@financing arrangement, $350 million of
Sun convertibles notes are directly held by the @amy and have been pledged to the financial itigtittas collateral (the "Pledged Notes")
and the remaining $350 million of the Sun convéetitiotes are directly held by the financial ingtdn (the "Other Notes"). Pursuant to the
security agreements with respect to the Pledgedd\itie Company has the right to vote the Pledg#ds\and the financial institution is
obligated to follow the instructions of the Compasybject to certain exceptions, so long as detlnds not exist under the security
agreements or the underlying swap agreements. th®@ny is also restricted from transferring thedBéal Notes without the consent of the
financial institution.

At settlement, the Company will be entittedeceive payment equal to any appreciation ervétiue of the Other Notes and the
Company will be obligated to pay to the financratitution any depreciation on the value of theedtotes. In addition, the financial
institution is obligated to pay the Company angiast that would be paid to a holder of the Othaetell when payment would be received by
the financial institution. The per annum rate défest payable by the Company for the financingpigivalent to three-month LIBOR plus
0.90%, which accrues during the term of the finagand is payable at settlement. The financingiges/for early settlement upon the
occurrence of certain events, including an eveseétan the value of the collateral and other eveindefault.

The Company believes the carrying valuthisf debt approximates fair value as of March 072
6. INCOME TAXES

The Company has provided for New York Qityncorporated business tax for certain entitieeeldaon a statutory rate of 4%. Certain
consolidated entities of the Company are subjettdome tax of the

F-66




foreign countries in which they conduct businessee Tompany's effective income tax rate was appratain .18% and .29% for the three
months ended March 31, 2007 and 2006, respectively.

Three Months Ended

March 31,
2007 2006
Current
Foreign Income Ta $ 48 % 591
State and Local Income Ti 10E 12¢
Subtotal 58¢ 72C
Deferred
Foreign Income Ta 39 47
Total Income Taxe $ 627 $ 767

Income taxes are provided at the applicatautory rates. The Company's deferred tax aaset$iabilities did not change materially
from December 31, 2006.

7. RELATED PARTY TRANSACTIONS

As of March 31, 2007 and December 31, 2006 from Affiliates was comprised of the following

March 31, December 31,
2007 2006
Due from Portfolio Companie $ 3590 $ 47,44;
Due from Principal: 19,11¢ 34,96¢
Due from Unconsolidated Fun 11,89¢ 14,25¢
Due from Related Entitie 6,14¢ 13,79(
Loans to Principal 5,101 5,101
$ 78,16 $ 115,56:

Discretionary Investment

Certain of the Company's investment profesds, including its Principals and other qualifyiemployees, are permitted to invest and
have invested their own capital in side-by-sideestments with its Traditional Private Equity Fun8igle-by-side investments are investments
in Portfolio Companies that are made on the sammestand conditions as those acquired by the afypéidand, except that the side-by-side
investments are not subject to management feesamriad interest. The cash invested by these ighgils aggregated $18.9 million and
$29.4 million for the three months ended MarchZ107 and 2006, respectively. These investmentaatrimcluded in the accompanying
combined financial statements.
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Contingent Repayment Guarantee

Certain Company personnel who have recedaeded interest distributions with respect toditianal Private Equity Funds have
personally guaranteed, on a several basis andctubje cap, the contingent obligations of the gaingartners of the Traditional Private
Equity Funds to repay amounts to fund limited pamdrpursuant to the general partners' equity clakwbhligations, if any, as described in
Note 2.

Loans to Principals

From time-to-time and as conditions warréimt Company lends amounts to its Principals tal fshort-term liquidity needs. These loans
earn interest at floating rates that approximateketaates and such interest aggregated $81 ar®l &irthe three months ended March 31,
2007 and 2006, respectively.

Aircraft and Other Service:

Certain of the Senior Principals own aifctlaat the Company uses for business purposdwiordinary course of our operations. These
Senior Principals paid for the purchase of theszait with their personal funds and bear all ofiecg personnel and maintenance costs
associated with their operation. The hourly ralted the Company pays for the use of these airarafbased on current market rates for
chartering private aircraft of the same type. TlenBany paid $568 and $310 for the use of theseadtiduring the three months ended
March 31, 2007 and 2006, respectively.

Facilities

Certain of the Senior Principals are pagrie a real-estate based partnership that maseairownership interest in our Menlo Park
location. Payments made to this partnership agteddgd81 and $455, for the three months ended MatcRB007 and 2006, respectively.
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8. SEGMENT REPORTING

The Company operates through two reportab$ness segments. These segments, which areediftged primarily by their investment
focuses and strategies, consist of the following:

. Private Equity —The Company's private equity segment involves spong and managing a group of funds that make
primarily control-oriented investments in connenotisith leveraged buyouts and other similar investnogportunities. These
funds are managed by Kohlberg Kravis Roberts &ICB. and currently consist of a number of TraditibRrivate Equity
Funds and KPE.

. Credit —The Company's credit segment involves sponsonigignaanaging a group of private and publicly traGeeldit
Strategy Funds. These funds are managed by KKmhEiaaAdvisors LLC and currently consist of KFN atfé SCF, which is
comprised of three side-by-side private credittegia funds. Two of the side-by-side funds in thé2@d one of the structured
finance vehicles managed by the Company have h@esolidated in the accompanying combined finarstaiements of the
Company.

Economic Net Income ("ENI") and Fee Reldidnings ("FRE") are key performance measures bgedanagement. ENI is a measure
of profitability for the Company's reportable segnseand represents income before taxes. FRE repisaseome before taxes adjusted to
(i) exclude the expenses of consolidated fundsin@ude management fees earned from consolidateds that were eliminated in
consolidation (iii) exclude investment income aiw] éxclude non-controlling interests in incomecohsolidated entities. These measures are
used by management for the Company's segmentskimgnaesource deployment and other operationalsitats.

Management makes operating decisions asabass the performance of each of the Companyitelsasegments based on financial and
operating metrics and data that is presented exgutle impact of any of the KKR Funds that aresadidated into the combined financial
statements. Consequently, all segment data excthdesssets, liabilities and operating resultsedl#o the KKR Funds.
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The following table presents the financiata for the Company's reportable segments anatomciliation to the combined financial
statements as of March 31, 2007 and for the thieetms then ended:

Three Months Ended March 31, 2007

Total

Private Credit Reportable Combination
Equity Oriented Segments Adjustments Combined
Fee Income(a $ 117,28t $ 27,12: $ 144,40¢ $ (75,569 $ 68,84(
Expenses(b (71,009 (9,18)) (80,185 (149 (80,339
Fee Related Earning 46,28 17,94( 64,22+ (75,719 (11,499
Investment Income(c 322,68° 2,49( 32517 1,229,02. 1,554,20:
Income before Non-Controlling Interes
in Income of Consolidated Entities anc
Income Taxe: 368,97 20,43( 389,40: 1,153,301 1,542,70
Non-Controlling Interests in Income of
Consolidated Entitie — (7,856 (7,856 (1,153,30i) (1,161,16)
Economic Net Incom $ 368,97. $ 12,57 $ 381,54! $ — % 381,54!
I L] I I I
Total Assets(d $ 1,856,97. $ 70,66( $ 1,927,63. $ 23,959,67 $ 25,887,30

(@  The Fee Income adjustment represents the elimmafiintercompany transactions upon consolidatioie KKR Funds and other
adjustments necessary to reconcile from our segmentting measures to our consolidated finanesiilts.

(b)  The Expenses adjustment primarily represents ttlagion of certain operating expenses upon corsiidid of the KKR Funds.

(c) The Investment Income adjustment primarily représ#re inclusion of investment income allocabl@da-controlling interests in
consolidated entities upon consolidation of the KRids.

(d)  The Total Assets adjustment primarily represergdriblusion of private equity and credit investnsethiat are allocable to non-
controlling interests in consolidated entities uponsolidation of the KKR Funds.
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The following table presents the finandata for the Company's reportable segments anctioaciliation to the combined financial
statements as of March 31, 2006 and for the thi@etims then ended:

Fee Income(a
Expenses(b

Fee Related Earning
Investment Income(c

Income before Non-Controlling Interes
in Income of Consolidated Entities anc
Income Taxe!

Non-Controlling Interests in Income of
Consolidated Entitie

Economic Net Incom

Total Assets(d

Three Months Ended March 31, 2006

Total

Private Credit Reportable Combination
Equity Oriented Segments Adjustments Combined
$ 69,36 $ 15,46¢ $ 84,83 $ 8,96t $ 93,79¢
(40,739 (5,810 (46,544 (3,25)) (49,795
28,63( 9,65¢ 38,28¢ 5,71¢ 44,00:
227,07¢ 45€ 227,53¢ 767,35: 994,88!
255,70¢ 10,11¢ 265,82; 773,06 1,038,88!
— (4,440 (4,440 (773,069 (777,509
$ 255,70¢ $ 567t $ 261,380 $ — % 261,38
$ 1,469,65 $ 72,47¢  $ 1,542,13 % 12,456,99 $ 13,999,13

(@) The Fee Income adjustment represents the elimmafitntercompany transactions upon consolidatioe KKR Funds and other
adjustments necessary to reconcile from our segmepotting measures to our consolidated finanesilts.

(b)  The Expenses adjustment primarily represents ttlasion of certain operating expenses upon coraitid of the KKR Funds.

(c) The Investment Income adjustment primarily représ#re inclusion of investment income allocabladn-controlling interests in
consolidated entities upon consolidation of the KRids.

(d)  The Total Assets adjustments primarily represdrgsriclusion of private equity and credit investihsehat are allocable to non-
controlling interests in consolidated entities uponsolidation of the KKR Funds.

9. COMMITMENTS AND CONTINGENCIES

Debt Covenant:

Borrowings of the KKR Funds contain vari@ustomary loan covenants. These covenants dinnmianagement's opinion, materially
restrict KKR's investment or financing strategyeT®ompany is in compliance with all of its loan engnts as of March 31, 2007.

Investment Commitment

The KKR Funds had signed investment comenitts with respect to four private equity investrsesftapproximately $6.1 billion as of
March 31, 2007. As of March 31, 2007 the KKR Fuhédse provided
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guarantees related to signed investment commitmehish would require the payment of up to $705imilin the event that such
commitments were withdrawn by the Company withautse.

The general partners of the Traditionav&e Equity Funds had unfunded general partnetadaggmmitments to such funds of
approximately $390 million as of March 31, 2007.

Indemnifications

In the normal course of business, the Campaad its subsidiaries enter into contracts tbatain a variety of representations and
warranties and provide general indemnificationsee Tompany's maximum exposure under these arrangemamknown as this would
involve future claims that may be made againsGbmpany's that have not yet occurred. However,thasexperience, the Company
expects the risk of material loss to be remote.

Litigation

The Company is, from time to time, a defamdn legal actions from transactions conducteithénordinary course of business.
Management believes the ultimate liability arisfrmm such actions that existed as of March 31, 2dGhy, will not materially affect the
Company's results of operations, liquidity or fineh position.

In early 2007, thirteen private equity fanincluding the Company, were named as defendamatpurported class action complaint by
shareholders in public companies recently acquisedrivate equity firms. The complaint alleged tttet defendant firms engaged in certain
cooperative behavior during the bidding procesgoimg-private transactions in violation of antitriesvs and that this purported behavior
suppressed the price paid by the private equitydfifor the plaintiffs’ shares in the acquired conigs below that which would otherwise h
been paid in the absence of such behavior. The leemgought treble damages of an unspecified amdudune 2007, this suit was
dismissed by the plaintiffs without prejudice.

In addition, in the ordinary course of mesis, the Company is and can be both the defeaddrthe plaintiff in numerous actions with
respect to bankruptcy, insolvency and other tyggsaceedings. Such lawsuits may involve claimg #uversely affect the value of certain
investments owned by the KKR Funds. Although thinalte outcome of actions cannot be ascertaindu eeittainty, the Company believes
that the resolution of any such actions will notdna material adverse effect on its financial ctodj liquidity or results of operations.

As of March 31, 2007 and December 31, 200@6mounts were accrued relating to threaten@emding litigation.
Operating Leases

The Company leases office space under nanetable lease agreements in New York, Menlo Rankdon, Paris, Hong Kong, Tokyo
and San Francisco. There are no rent holidaysirmgmnrit rent, rent concessions or leasehold imprevgnimcentives associated with any of
our property leases. The related lease commitnievs not changed materially since December 31,.2006
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10. PRO FORMA COMBINED STATEMENT OF FINANCIAL CONDI TION

The Company is contemplating an initial jpribffering of common units representing limitedrmer interests of KKR & Co. L.P. In
connection with the initial public offering, the @pany also plans to consummate a reorganizatioraifiolding partnership structure. As a
result of the reorganization our existing Partn€egital will be reclassified to Non-Controllingtémest. The pro forma consolidated statement
of financial condition as of March 31, 2007 gives forma effect to this reclassification in the ambof $1,899,789, as if the reorganization
had been effected as of March 31, 2007.

The unaudited pro forma combined statero&fihancial condition is presented for illustragipurposes only and does not purport to
represent the Company's combined financial condhiad the reorganization been effected on Marcl2@Q7 or to project the Company's
combined financial condition for any future date.

11. SUBSEQUENT EVENTS
Asian Fund

In 2007, the Asian Fund was formed to madkeate equity investments in Asia. The fund iseoted to hold its final closing in the third
quarter of 2007 with an aggregate of $4.0 billiérapital commitments from fund investors, incluglim $100 million commitment from the
fund's general partner. The investment periodHerfind will commence on the date of the fundst firvestment and will remain open for a
period of up to six years, unless terminated eairli@ccordance with the fund's governance docusnent

Investments

During 2007, the KKR Funds made privateigguavestments in an aggregate amount of approtein&1.5 billion. Individually, none
these investments exceeded 5% of the net assetmsbdlidated private equity investments.

Investment Commitment

Since March 31, 2007, the KKR TraditionalvBte Equity Funds committed to approximately $Jillion in seven private equity
investments.

During 2007, the KKR Funds have providedrgmtees related to signed investment commitmelmishwvould require the payment of
to $977 million in the event that such commitmemése withdrawn by the Company without cause.

Secured Financing Transactiol

During May 2007, a subsidiary of the Compuwaas dissolved and its underlying net assets wastfeemed at fair value and transferred to
a special-purpose entity. KFN is the primary bemefy of this special-purpose entity and, accorljingill consolidate its assets and
liabilities. These assets and liabilities were pyasly consolidated by the Company. As of MarchZ107 and December 31, 2006, these
assets were $1.5 billion and $1.0 billion, respetyi, and borrowings under warehouse facilitiesfaglarch 31, 2007 and December 31,
2006, were $1.3 billion and $0.9 billion, respeet
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Through and including , 2qQee 25th day after the date of this prospectlsiiealers effecting transactions in these sdesrit
whether or not participating in this offering, miag required to deliver a prospectus. This is intamdto the dealers' obligation to deliver a
prospectus when acting as underwriters and witeretgo their unsold allotments or subscriptions.

KKKIR

Common Units
Representing Limited Partner Interests

PRELIMINARY PROSPECTUS

Morgan Stanley
Citi

, 2007




PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS

ITEM 13. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION.

The following table sets forth the expensagable by the Registrant in connection with gsaance and distribution of the common
being registered hereby. All of such expenses stimates, other than the filing and listing feegaide to the Securities and Exchange
Commission, the New York Stock Exchange and théoNat Association of Securities Dealers, Inc.

Filing Fee—Securities and Exchange Commiss $ 38,37¢
Listing Fee—New York Stock Exchang 250,00(
Fee—National Association of Securities Deal 75,50(

*

Fees and Expenses of Cour
Printing Expense

Fees and Expenses of Accounte
Blue Sky Fees and Expens
Transfer Agent Fees and Expen
Miscellaneous Expens:

L A

©
*

Total

* To be provided by amendment.
ITEM 14. INDEMNIFICATION OF DIRECTORS AND OFFICE RS.

Subject to any terms, conditions or resbits set forth in the applicable partnership agrest, Section 17-108 of the Delaware Limited
Partnership Act empowers a Delaware limited pastmierto indemnify and hold harmless any partnestber persons from and against all
claims and demands whatsoever. The section ofrtieppctus entitled "Description of Our Partnerghgpeement—Indemnification”
discloses that we will generally indemnify our Mgimey Partner and the officers, directors and af#s of our Managing Partner, to the ful
extent permitted by law, against all losses, clai@snages or similar events and is incorporateefarence herein.

We currently maintain liability insuranaar four directors and officers. In connection whistoffering, we will obtain additional liability
insurance for our directors and officers. Suchriasae would be available to our directors and effiadn accordance with its terms.

Reference is also made to the Underwrifiggeement to be filed as an exhibit to this registin statement pursuant to which we and
Managing Partner will agree to indemnify the undievs against certain liabilities, including liibes under the Securities Act of 1933, as
amended, and to contribute to payments that magdpgred to be made in respect of such liabiliird pursuant to which the underwriters
will agree to indemnify the officers, directors armhtrolling persons of our Managing Partner agaiegtain liabilities, including liabilities
under the Securities Act of 1933, as amended, @adritribute to payments that may be required tmade in respect of such liabilities.

ITEM 15. RECENT SALES OF UNREGISTERED SECURITIES.
None.
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ITEM 16. EXHIBITS AND FINANCIAL STATEMENT SCHEDU LES.

Exhibit Index
1.1 Underwriting Agreement
3.1 Certificate of Limited Partnership of the Registtéan
3.2 Form of Amended and Restated Limited Partnership@gent of the Registran
3.3 Certificate of Formation of the Managing Partnettaf Registrant*!
3.4 Form of Amended and Restated Limited Liability C@np Agreement of the Managing Partner of

the Registrant
5.1 Opinion of Simpson Thacher & Bartlett LLF
8.1 Opinion of Simpson Thacher & Bartlett LLP regarduowytain tax matters

10.1 Form of Amended and Restated Limited Partnershipégent of KKR Management Holdings
L.P.*

10.2 Form of Amended and Restated Limited Partnershipégent of KKR Fund Holdings L.P
10.3 Form of Tax Receivable Agreemer

10.4 Form of Exchange Agreemer

10.5 Form of Registration Rights Agreemet

10.6 Form of 2007 Equity Incentive Plai

21.1 Subsidiaries of the Registrar

23.1 Consent of Deloitte & Touche LL

23.2 Consent of Simpson Thacher & Bartlett LLP (inclu@desdpart of Exhibit 5.1)

24.1 Power of Attorney**

99.1 Consent of Duff & Phelps, LLC

* To be filed by amendment.

o Previously filed.
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ITEM 17.

(@)

(b)

(©

UNDERTAKINGS

The undersigned Registrant hereby undertakes tode®o the underwriters at the closing specifiethie underwriting
agreements certificates in such denominations egidtered in such names as required by the underwoi permit prompt
delivery to each purchaser.

The undersigned Registrant hereby undertakes that:

(1) For purposes of determining any liability under Sezurities Act of 1933, the information omittedrfr the form of
prospectus filed as part of this registration steget in reliance upon Rule 430A and containedfora of prospectus
filed by the Registrant pursuant to Rule 424(b¥(t1§4) or 497(h) under the Securities Act shaldbemed to be part of
this registration statement as of the time it wadlared effective.

(2 For the purpose of determining any liability untlex Securities Act of 1933, each post-effective radneent that
contains a form of prospectus shall be deemed torimw registration statement relating to the seesioffered thereir
and the offering of such securities at that timalldbe deemed to be the initial bona fide offeringreof.

Insofar as indemnification for liabilities arisingmder the Securities Act of 1933 may be permitteditectors, officers and
controlling persons of the Registrant pursuanh&fbregoing provisions, or otherwise, the Regigthas been advised that in
the opinion of the Securities and Exchange Comuanissiich indemnification is against public policyeapressed in the
Securities Act of 1933 and is, therefore, unenfabte. In the event that a claim for indemnificatagainst such liabilities
(other than the payment by the Registrant of exgeicurred or paid by a director, officer or cofling person of the
Registrant in the successful defense of any acsioih or proceeding) is asserted by such direcfficer or controlling person
in connection with the securities being registetled,Registrant will, unless in the opinion oféunsel the matter has been
settled by controlling precedent, submit to a cofidppropriate jurisdiction the question wheth&hsindemnification by it is
against public policy as expressed in the Secarfigt of 1933 and will be governed by the finaluatigation of such issue.
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SIGNATURES

Pursuant to the requirements of the Seeariict of 1933, as amended, the Registrant hasadulsed this Registration Statement to be
signed on its behalf by the undersigned, thereduatyp authorized, in New York, New York, on the 1@ty of August, 2007.

KKR & Co. L.P.
By: KKR Management LLC
Its General Partne
By: /s/  WILLIAM J. JANETSCHEK
Name: William J. Janetsche
Title: Chief Financial Office

Pursuant to the requirements of the Seesrict of 1933, as amended, this RegistratioreStant has been signed by the following
persons in the capacities indicated on the 10thofl#@ugust, 2007.

Signature

Title

Henry R. Kravis

*

George R. Rober

/sl WILLIAM J. JANETSCHEK

William J. Janetsche

*By: /sl WILLIAM J. JANETSCHEK

William J. Janetsch
Attorney-in-fact

Name:
Title:

Co-Chairman and Co-Chief Executive Officer
(principal executive officer)
of KKR Management LLC

Co-Chairman and Co-Chief Executive Officer
(principal executive officer)
of KKR Management LLC

Chief Financial Officer
(principal financial and accounting officer)
of KKR Management LLC
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Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the use in this Registrafitatement of KKR & Co. L.P. on Form S-1 of:

Our report dated July 3, 2007 relatinghi® tombined financial statements of the KKR GrosipfaDecember 31, 2006, appearing in the
Prospectus, which is part of this Registration étegnt.

Our report dated July 3, 2007 relatinghi® statement of financial condition of KKR & CoPL.as of June 29, 2007, appearing in the
Prospectus, which is part of this Registration eStent.

Our report dated July 3, 2007 relatinghte statement of financial condition of KKR Manageniel C as of June 29, 2007, appearing in
the Prospectus, which is part of this RegistraStatement.

We also consent to the reference to usruhéeheading "Experts” in such Prospectus.
/s/ Deloitte & Touche LLP

New York, New York
August 10, 2007
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