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) Includes units subject to the underwriters' optmpurchase additional common units.
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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 JULY 3, 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."

We are managed by a general partner ambtdioave our own directors or officers. Unlike ti@ders of common stock in a corporation,
our unitholders will have only limited voting righaand will have no right to elect or remove oureyahpartner or its directors. In addition,
immediately following this offering, our principatgill generally have sufficient voting power to danine the outcome of any matters that
may be submitted for a vote of our unitholders.

Investing in our common units involves a high degrme of risk. See "Risk Factors" beginning on page 26f
this prospectus.

Per Common Unit Total
Initial public offering price $ $
Underwriting discount $ $
Proceeds, before expenses, to us $ $
To the extent that the underwriters seltertban 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 passed
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 writinggwectus we may authorize to be delivere
you. Neither we nor the underwriters have authdres@yone to provide you with additional or differ@formation. 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 deliwdrhis prospectus or any sale of our comr
units.

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

. prior to our reorganization into a holding compaitrycture, to the KKR Group, which comprises certainsolidated and combined
entities under the common control of our seniongigals, and under the common ownership of ourcfpais and certain other
individuals who have been involved in our businegspm we refer to collectively as our "existing as," 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




References in this prospectus to our (intppals” are to our senior investment and othrefgssionals who hold interests in our Group
Partnerships and (ii) "senior principals" are tosiidentified 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 periodicalfgréo our "assets under management,” which reptese assets as to which we are entitled to
receive a fee or carried interest. We calculateatheunt of assets under management as of any sltte aum of: (i) the fair value of the
investments of our traditional private equity furaael our carry-paying co-investment vehicles phesdapital that we are entitled to call from
investors in our traditional private equity fundgharespect to their unfunded capital commitme(itsthe net asset value, or "NAV," of KKR
Private Equity Investors and the KKR Strategic @dpgtunds (our three private side-by-side credgarfunity funds); (iii) the equity of KKR
Financial (our New York Stock Exchangisted debt vehicle); and (iv) the capital raisgdsbructured finance vehicles that we manage. i
otherwise indicated, our assets under managemeritharch 31, 2007 have been adjusted to includanded capital commitments that h:
been made to the 2006 Fund and our newly-formedrASund and capital raised by our structured fisamhicles since that date. You
should bear in mind that our calculation of assetder management may differ from the calculatidnstloer asset managers and, as a result,
our measurements of our assets under managememntanbg comparable to similar measures presentethey asset managers. Our
definition of assets under management is not basexhy definition of assets under management shedtiforth in the agreements governing
the investment funds that we manage. See "PrivgiétyEValuations and Related Data" for more infotioa.

Unless indicated otherwise, the informaiiweiuded in this prospectus assumes no exerciseebynderwriters of the option to purchase
up to an additional common units from od ¢hat the common units to be sold in this offgnvill 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

This prospectus contains forward-lookiratestnents, which reflect our current views with extfio, among other things, our operations
and financial performance. You can identify themsvard-looking statements by the use of words sigctoutlook,"” "believe," "expect,”
"potential," "continue," "may," "should," "seek.afiproximately," "predict," "intend," "will," "plafi,"estimate,"” "anticipate" or the negative
version of these words or other comparable wordsv&rd-looking statements are subject to variosissrand uncertainties. Accordingly,
there are or will be important factors that colddige actual outcomes or results to differ matgrfatim those indicated in these statements.
We believe these factors include, but are not éthib, those described under "Risk Factors" anchdgament's Discussion and Analysis of
Financial Condition and Results of Operations."Sehtactors should not be construed as exhaustivstaruld be read in conjunction with
other cautionary statements that are includedisnpfospectus. We undertake no obligation to plyblipdate or review any forward-looking
statement, whether as a result of new informafigtoye 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 sourereegally indicate that the information containeer#in 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 and other poterigak 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' investmenmgalVe are also selectively pursuing opportunitedevelop new investment structures and
products that we believe will help us increaseaim®unt of managed capital that we are able to comenmdividual transactions, grow our
assets under management and capture additionah@streams.

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, leadingkatgpositions and the ability to generate supegturns. When we make investments, we
partner with highly motivated management teamse&igh and implement strategic and operational absitttat create value in the businesses
we acquire and we align our interests with othakeholders by putting our own capital at risk. Védidve that our leading position in the
alternative asset management industry is due tsettheegies we have created for sourcing investsreamd creating value for stakeholders.

Sourcing Advantage

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

. Industry Team Focus. Our investment professionals are organizeddiabal industry teams. Each team conducts its own
primary research and is responsible for developifigt of industry themes and trends, identifyimgnpanies that will benefit
from those themes and trends, determining




which companies would make an attractive investraedtbuilding relationships with industry leadensl sanagement teams.
Through the work of our industry teams, we haveettgyed a detailed understanding of the economiedsj inherent risks au
opportunities for value creation across the indestin which we invest.

. Direct Contacts with Business Leaders. We have consistently focused on making investaim 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 compariethe 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 whichinvest 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 pontant 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 hetagned
a team of 19 senior advisors who have held leadasifions in major corporations and public agenevieddwide. Our senior
advisors provide us with additional operational atrdtegic insights, serve on the boards of outf@ar companies, help us
evaluate individual investment opportunities ansisiour portfolio companies with operational mistte

. Disciplined Value Creation Process. Before we invest in a company, our investmeafgssionals identify the measures we
will take to create new value for stakeholders.®mse we believe that value creation must begin traenfirst day of an
investment, our investment professionals and Capgpoepare "10@ay Plans" for investments that detail specificrafes 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 addresamgissues or challenges
that may arise.




Private Equity

We are a world leader in private equityihg sponsored and managed 14 private equity fthtshave 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 indgdtading franchises with global operations, attkgorld class management teams, deploy
large amounts of capital in individual transactiansl optimize amounts of income that we earn oerdaransaction 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 $#i89 billion of annual revenues and
more than 560,000 employees worldwide. Those garttompanies were based in more than 10 courdriésoperated in 11 industry sect
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¢
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When we make private equity investmentsadigere to a disciplined investment approach #elitsto generate large multiples of
invested capital and attractive gross internalsrafereturn, or IRRs, by focusing on fundamentald inplementing operational and strategic
changes that allow us to create and realize long-t&lue in our portfolio companies. We place digant emphasis on selecting high-quality
investments that may be made at attractive prigegking with management to design and implemenhgka that drive value creation, and
making informed decisions when developing investnesit strategies.

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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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 cumulatgress 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. tais 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 revienctutionary note below for a description of reasshy the future results of our private
equity funds may differ from the historical resudfsour private equity funds. You should also segvate Equity Valuations and Related
Data" for a description of how the values in theesbelow were calculated.

Amount Fair Value of Investments
Multiple of

Gross Invested

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

Historical Excluded Funds(2):
1976 Func $ 313 313 537 $ — 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(C — 1,29( 48.1 39.2 3.6
1984 Func 1,00( 1,00( 5,96: — 5,96: 34.€ 28.€ 6.C
1986 Func 672 672 9,081 — 9,081 34.4 28.¢ 13.t
1987 Func 6,13( 6,13( 14,74¢ 252 14,997 12.2 9.C 285
1993 Func 1,94¢ 1,94¢ 4,12¢ 33 4,15 23.€ 16.€ 2.1
1996 Func 6,012 6,012 10,18: 2,03¢ 12,22: 18.t 13.€ 2.C
Included Funds:
European Fund (1999)( 3,08t 3,08t 3,942 3,692 7,63¢ 30  23: 2.5
Millennium Fund (2002 6,00( 5,881 4,26¢ 6,991 11,25¢ 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(4 $ 51,83t $ 30,53t $ 55,95¢ $ 18,46 $ 74,42 26.2% 20.2% 2.7
Total Funds in Accounting
Predecessor(! $ 41,37:$ 20,07 $ 18,38¢ $ 18,17¢ $ 36,56 23.9% 18.2% 1.8x
Total Included Fund $ 35,36( $ 14,05¢ $ 8,20¢ $ 16,13¢ $ 24,34! 36.5% 27.2% 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 &untbalizations. The predecessor
combined financial statements included in this peasus consolidate the 1996 Fund and subsequélittdrel private equity funds.
See "Organizational Structure."

(2)  The European Fund's capital commitments include-denominated commitments of €196.5 million. Weéhagnverted these
amounts into U.S. dollars based on the exchangeprawailing on the dates on which capital wasecall

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

(4) The gross IRRs, net IRRs, and multiples of investgultal are calculated based on our first tenticahl private equity funds, which
represent all of our private equity funds that hiswested for at least 30 months.
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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$ 703k$ 356¢% 5251% 78C $ 20,54¢

We have also announced an additional 1#lipgrtransactions in the United States, Europe/sid that are expected to have an
aggregate transaction value of $140 billion. Weeexphat these investments will close during themsd half of 2007 and we anticipate that
our total equity investment will be approximatelll$7 billion. Whether and when these transactiotisoe consummated depends on a
number of factors, some or all of which may be iolet®f our control.

KKR Private Equity Investors, which is meflected in the foregoing tables, is an entitelison Euronext Amsterdam focused primarily
on making private equity investments through amagside our private equity funds but with the flekiy to make other types of
opportunistic investments, including credit and lpubquity investments. Unlike our other privataugyg funds, the fund has a perpetual
investment period and is considered by us to bermanent capital vehicle, in that fund investonsegelly are not entitled to have their cayf
returned. As of March 31, 2007, KKR Private Equityestors had a NAV of $5.2 billion, which includasiounts invested in our traditional
private equity funds.

Credit

We believe the intellectual capital of aople, 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¢ iwlestments 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 furmtsrently consist of KKR Financial, a New York Stdeéxchange listed finance company, i
the KKR Strategic Capital Funds, three side-by-gideate credit strategy funds.

As of March 31, 2007, our credit strateggds had approximately $8.2 billion of corporatetdavestments, $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 fia@f March 31, 2007, our credit strategy fundd 2.8 billion of capital, of which
$1.6 billion related to KKR Financial and consist#gpermanent capital, and our credit strategy $ututrently manage $6.5 billion in
structured finance vehicles. We have a right to @aanagement fees for managing our structureddmarhicles based on the amount of
investments under management within each vehicle.




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

Annualized
Benchmark Return

Merrill
Lynch
Capital Annualized Lehman High
Under Annualized Net Total Aggregate Yield
Inception Management Gross IRR IRR(1) Investments(2) Bond Index Index
($ in millions)
KKR Financial(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 oesited equity after giving effect to payments of agement fees, incentive fees and
carried interest, as applicable, assumes reinvestaiall 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 acteairns for the Lehman Aggregate Bond Index andviegill Lynch High Yield
Index of 2.8% and 7.0%, respectively, for the sam@od.

(2) Total investments include investments held direatig synthetically through total rate of return pavand credit default swaps and
also includes both funds' pro rata interest inhtbielings of an unconsolidated affiliate.

3) Excludes investments by KKR Financial in residdntiartgage-backed securities, which totaled $1ill@i as of March 31, 2007. In
connection with its restructuring, KKR Financiakhennounced that it is evaluating various alteweatto reducing these types of
investments.

New Business Initiatives

Our principal growth strategy throughout &étm's 31-year history has been to expand ousterg 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 pricedealieve significantly understate the qualityhwdit assets. We believe that significant
opportunities exist for us to expand our publiciggactivities and take advantage of the increasiagber 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 incremantagins on committed capital. We are currentlifding this business in the United States,
Europe and Asia with the objective of increasing @imount of thircparty capital that we are able to commit to indidttransactions, there
growing our third-party assets under managementaptiring additional income streams. We have resguerienced professionals with
long-standing investor relationships to help udddthiis 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 \etge consortiums of private equity firms on tgveraged buyouts, retain greater
operational control over our portfolio companies aapture a greater portion of the economics tteganerated by our private equity
investments. Over time, we may expand our capitakets activities in a manner that similarly conmpéats our other business activities.

Our Values

When our founders started KKR in 1976, taged buyouts were a novel form of corporate fieaftith 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.wfe 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 investdampanies and work with people with whom we amidrto associate ourselv

. Respect. We believe a collegial culture fostering a pusiworking environment benefits our firm as a \Wh@ guiding principle of
our firm is to treat others as we would like totteated. We believe in the importance of being f@urteous 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 stakehmliiée seek solutions that benefit the businessesiich we invest, the people
they employ and the constituencies they serve. \&fatain a "flat" organizational structure in whichr 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 firwide accountability. If an investment does not perf, we do not point finge!
or assign blame. Rather, we collectively take rasjmlity, learn from our mistakes and improve pearformance 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 jeopardizelang-term success. We do not intend to changealues or the way we conduct our
business as a result of this




offering. Indeed, we would not be proceeding witis bffering if we felt that it would move us awfgm our principles. We believe that if
we continue live by these values we will be ablenaintain our industry leadership far into the fetu

Our Strengths

We believe that we possess a number aigtine that differentiate us from other alternatigset managers and provide us with
competitive advantages for raising capital, seguimivestment 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 in tiplg asset classes. Our global and diversifiedatpms are supported by our sizeable
capital base and our extensive company, industsetaspecific 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 MdErcP007, 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 Jliwe are still managed as one firm
with a common culture and are highly focused onisj&knowledge, experience, resources and bestigeachroughout our offices and
across our various investment classes. Our invegtprecesses are overseen by three committeesphedte globally, which consist of our
equity investment committee, which reviews all isimeents made by our private equity funds, our daetgstment committee, which reviews
all investments made by our credit strategy fuadsl, our portfolio management committee, which naysithe 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 andlgiabf our business and helps us make
informed decisions across asset classes and géagesap

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" Byancial News and the KKR Strategic Capital Funds were namextitj¢ Fund Launch of the
Year" byAlternative Investment New®ur other accomplishments include completing oroameging more than 60 leveraged buyouts valued
in excess of $1 billion, including the first levgeal 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 hasltealign 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 ongtied 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 peopteith their significant and long-term ownershimaf 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 winitey will hold their equity, and the potential
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appreciation in the value of the equity that KKRIdHiegs owns. Our other employees are expectedcgive equity grants at the time of this
offering, which we believe will similarly align tiveinterests. To promote longrm alignment of interests, the equity directhyiratirectly helc
by our principals and employees will be subjectitmificant forfeiture and transfer restrictionathequire such persons to remain actively
employed by us in order to realize the full valdi¢heir 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. We currenthpley 139 investment professionals who are leduryfounders, 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 factfely adapting our investment strategies, faahstructures and operational resources to
existing market conditions. Our investment profesals come from a variety of financial and operadidackgrounds, which when combined
with the extensive expertise of our senior printsgaovide us with a significant competitive adagg. 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 ma@stment opportunities as a result of our intedeall generation strategies and our global
network of business relationships with leading exises 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 resedur industry teams work across our officesewetbp a list of industry themes and
trends, to identify companies that will benefitrfrdhose trends and to determine which of those emies would make an attractive
investment. When team members identify an investropportunity, 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 coreliwith our global network and the
industry-specific knowledge that we have developest time, provides us with an important sourceraprietary investments.

Strong Relationships With Financial Leadel

We actively cultivate our relationships wihajor investment banking firms and other finahicisermediaries 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 financigangements for our transactions. We
believe our repeated and consistent dealings Wahrtajor financial services firms over a long pemd time, and our completion of a
significant number of larger transactions, havetéedur 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 pssdor creating value in our investments. As phdur effort, we created Capstone
Consulting, a team of operational consultantswaks exclusively with our investment professioreatsl portfolio company management
teams. In addition, we have hired senior advismisssist us, including the former chairmen or chiefcutive officers of Proctor & Gamble,
Wells Fargo, HSBC, Eastman Kodak and Accenture.idugstment professionals, senior advisors andudtargs work with our portfolio
companies to address issues relating to top-liaeily, cost




optimization and efficient capital allocation argbist management in designing and implementingesfi@and operational changes that drive
value creation. In most cases, the work initiatlydlves developing operating and financial metfizgracking progress and identifying
problems during the early stages of an investmditimately, the focus shifts to capitalizing on mess opportunities to drive value creation
over the long term. The objective of these meassresdrive growth in revenue, cash flows and afirg margins, which allows us to reduce
the leverage in our portfolio companies, and createe for our investors.

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 assetsgls. 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 fuhdswe have sponsored. For example, our 10 langesstors have invested with us for an
average of 16 years. More recently, through thmgisof 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 relationghjpovide us with a significant advantage for regstapital from existing and new sources
and will help us continue to grow our assets umda@nagement.

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 ofrigestaindependent 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 thatbte to grow organically through the continuougestment and reinvestment of capital,
which we believe provides us with stability andhwét valuable potential source of long-term income.

Proven Ability to Innovate

We pioneered the development of the levetduyout 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 polestging 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 base and diversify our operatiorsutin the establishment of two permanent
capital vehicles, KKR Private Equity Investors &R Financial, that have the flexibility to inveatross 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 #ateation; a strong investor base; a global nétwbstrong business relationships; a
reputation for integrity and fair dealing; and atatiguished track record of generating attractixeestment 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 investmisnmhade. Our investment approach will continuerpleasize company, industry and
economic fundamentals and the
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operational and strategic aspects of the compami@hich we invest, and we will continue to subjeat investments to the same stringent
due diligence, monitoring and oversight practi¢ed tve have developed over time, drawing in eask oa the company, industry, asset-
specific and local market knowledge of our people. believe that by maintaining investment discipland taking a "hands-on" approach to
our investments, we will be best positioned to turg to generate attractive returns for our funus e@eate long-term value for our
unitholders.

Grow Globally Across Existing Asset Classes

We intend to pursue opportunities withinrtioAmerica to increase the amount of managed &lahiat 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 wé&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 billionmérmanent capital and a new $4.0 billion privateityqfund that is focused on investment
opportunities in Asia. These funds provide us witltexible capital base that we may use to funéatments in a broad range of asset classes
throughout the world.

Selectively Pursue Opportunities to Expand Our Irsiment Structures and Produc

We believe that opportunities exist to depeand sponsor new investment vehicles and strestincluding co-investment vehicles, and
to raise new types of funds, such as long-orieptédic equity funds, structured product funds amdlistry- or geography-specific funds, that
allow us to deploy a greater amount of managedaiapiour 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 alternvags and capabilities for distributing our investingroducts to investors worldwide and to
further broaden our investor base. We may alsoidenselectively partnering or entering into joueinture 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 manageai our business and our investments with tfa gbcreating and realizing value over
the long-term. We intend to maintain this long-tdoous after we become a public company even theohighmay lead to increased volatility
in our results from period to period. We do noeimd to permit the short-term perspectives of souidipmarket 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.

Why We Are Going Public

None of our existing owners is selling @nmon units in this offering or will otherwise edee any of the net proceeds that we raise.
Our decision to go public is based on our conclusiiat the offering will benefit our firm and stdiadders over the long term by enabling us
to grow in a manner that complements our businessgmrticular, we are going public for the follmg 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 businegdseteveraging 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 equifpré$ do not result in actual private equity trastgms. 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.
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We believe that becoming a public company will deals to invest more heavily behind these actisitind the ideas that we develop
in the normal 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 controlwWeagre 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 cultndecaur values, and we intend to continue to operatdirm 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 thasmeiated with our susceptibility to economic aindricial conditions; our dependence on
our principals, including our founders and othey gersonnel; the volatility of our net income aradie flow; our ability to attract, retain and
motivate high quality employees who will bring valto our operations; and our ability to develop apdnsor new investment vehicles and
structures, including co-investment vehicles, anthtse new types of funds. In addition, memberthefU.S. Congress have introduced
legislation that would, if enacted, preclude usrfrgualifying for treatment as a partnership for Uegleral income tax purposes under the
publicly traded partnership rules. Separately, mensibf the U.S. Congress have introduced legisidtiat would, if enacted, treat income
received for performing investment management sesvas ordinary income received for the performafiservices, which would also
preclude us from qualifying for treatment as amenghip for U.S. federal income tax purposes. ¥f @fithese pieces of legislation or any
similar legislation or regulation were to be endaed apply to us, we would incur a material insesi@ our tax liability, which could result
a reduction in the value of our common units. Rlesee "Risk Factors" for a discussion of additidaedors you should consider before
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 maybeahdicative of the future results that you
should expect from us. In particular, our fundfufe 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 neaer be realized, which
may adversely affect the ultimate value realizednfthose funds' investments;
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. you will not benefit from any value that was crehite our funds prior to your investment in our coomrunits to the extel
such value has been realized,;

. the historical returns of our funds and their fatperformance has been and will be affected by eeaonomic 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 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;

. our funds' returns have benefited from investm@mootunities 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 ambnygls, investment
strategies, geographic and industry exposure artdge year.

Our Common Units Are Not Intended for Investors with a Short-Term Focus

We have substantially grown our busineastiqularly during the past several years, duedlrtp the successful investment performa
of our funds. While we believe that the long-terravgth trends in our businesses are favorable,ioantial 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 &aaf 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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Summary Organizational Structure

We are a Delaware limited partnership. Asammonly the case with limited partnerships,antnership agreement provides for the
management of our business and affairs by a geparaler rather than a board of directors. Our gapartner, which we refer to as our
Managing Partner, has a board of directors thet-ishaired by Henry Kravis and George Roberts, deus of our firm, and officers that are
appointed by its board. Messrs. Kravis and Roheittserve as Co-Chief Executive Officers of our hging Partner. Upon completion of
this offering, the board will consist of a majordf/independent directors and will have an audiheittee and a conflicts committee each
composed entirely of independent directors. Our &g@mg Partner will not have an economic interestunpartnership except for one
common unit. The following diagram illustrates siimmary format, the ownership and organizatiomatsire that we will have upon the
completion of this offering. For a detailed diagrafithe ownership and organizational structure #atvill have upon the completion of this

offering, see "Organizational Structure."
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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 reorganinéola holding company structure. After the comiplebf the Reorganization Transactions,
our business will be conducted through two limipedtnerships, which we refer to as the "Group Rastmips," as described below. We will
directly or indirectly serve as general partnethaf Group Partnerships, which will provide us watintrol over their business and affairs, and
we will hold a portion of the partner interestglie Group Partnerships, which will entitle us tpra rata share of their assets, liabilities,
profits, losses and distributions. As a resultwilebecome the parent company for the Group Pastrnips and the businesses that they

conduct.

Each Group Partnership will have an idetttmimber of partner interests and, when held tmgebne partner interest in each of the
Group Partnerships will represent a "Group Partriprsnit." We will
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indirectly hold a number of Group Partnership utligt is equal to the number of our outstandingroom units, and the balance of the
outstanding Group Partnership units initially vii# owned by KKR Holdings L.P., or KKR Holdings, whiis owned by our founders,
principals and certain of our former personnel eoigtrolled by our founders. Assuming that the undiéers do not exercise their option to
purchase additional common units from us, we wiliiectly own % of the outstanding GrowgtRership units upon the completion of
this offering, and KKR Holdings will own the reméig % of the outstanding Group Partnershmijs. See "—About KKR Holdings."

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

. controlling and economic interests in the compattias provide management and other services téumais, which we refer to as our
"management companies";

. controlling and economic interests in the geneaairers of our private equity funds, other thant886 Fund and our earlier funds,
whose general partners are not expected to rene@amingful proceeds from further realizations; and

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

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 entithénority investors to % of the
capital invested by or on behalf of those genesainers before the completion of the offering ang jprofit thereon;

. interests in our management companies for our fiequity funds and the general partners of ousaliaated funds that will entitle a
minority investor to % of the net incomerned by the management companies and  f thé oarried interest received by
those general partners with respect to the fungie'stments for a specified period of time; and

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

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,aéhpdividuals will receive financial benefits fromur business in the form of distributions and
payments received from KKR Holdings and the apptéa 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 .
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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 Partigsavill use the proceeds that
they receive from us to grow our existing businés&xpand into new related
businesses, to make additional capital commitmientsir funds and portfolio
companies and for other general corporate purpdase of our principals are
selling any common units or will otherwise receargy of the net proceeds from this
offering.

Our Managing Partner, which serves as our solergepartner, will manage all of
our business and affairs. You will not hold sedesif our Managing Partner. Unli
the holders of common stock in a corporation, yduhave only limited voting
rights relating to certain matters affecting yaweastment 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 businglS&R Holdings will also hold an
equivalent amount of special voting units in ourtpership, 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 outcomeaony matter that may be submit
to a unitholder vote. See "Description of Our Parship Agreement—Meetings;
Voting."

We intend to make quarterly cash distributionsuounitholders in amounts that in
the aggregate are expected to constitute subdiprmtileof our adjusted cash flow
from operations each year in excess of amountsrdated by our Managing Partner
to be necessary or appropriate to provide for trelact of our business, to make
appropriate investments in our business and ouwtsfuto comply with applicable la
any
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of our debt instruments or other agreements ordwige for future distributions to
our unitholders for any one or more of the enstiug quarters. We expect that our
first quarterly distribution will be paid in in respect of the period from the
completion of this offering through . Because we will not know what
our available adjusted cash flow from operationstva for any year until the end of
such year, we expect that our first three quaridiributions in respect of any given
year will generally be smaller than the final gedst distribution in respect of sut
year.

Our distribution policy reflects our belief thasttibuting 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 ManagirgrtRer's board of directors, and we
cannot assure you that we will in fact make disttitns as intended, or at all. See
"Distribution Policy."

We are a holding company and will have no matexsakts other than our ownership
of Group Partnership units held directly and incliethrough our direct subsidiary,
KKR Management Holdings Corp., which we refer t@asintermediate holding
company. We intend to cause the Group Partnershipske 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 sugthitlsitions, holders of Group
Partnership units generally will be entitled toawe equivalent distributions pro rata
based on their partner interests in the Group Eestips, except as described under
"—Priority distributions for the benefit of unitholdeprior to ‘

If distributions from the Group Partnerships woattierwise be insufficient to cover
the tax liabilities of a holder of a Group Parti#psunit, the partnership agreemen
each Group Partnership will provide for tax distitibns to the holders of Group
Partnership Units. Generally, these tax distrimgiwill 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 tregatter 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 respec
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Priority distributions for the benefit of
unitholders prior to

Distributions prior to this offering

to their distributive shares of net income or gaifter taking into account any
withholding tax imposed on us. We cannot assuretlyat) for any particular
unitholder, such distributions will be sufficiemt pay the unitholder's actual U.S. or
nor-U.S. tax liability.

The partnership agreements of the Group Partners¥ilpprovide that until , the
distributions of the Group Partnerships each yakbe 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 Partnershiis 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 Group Pagi@ units in accordance

with their respective percentage intere

Accordingly, until , our principals will not retve distributions, other than tax
distributions, in respect of Group Partnershipsihiéld by KKR Holdings with
respect to a given year unless and until our utdéhs receive aggregate distributic
of $ per common unit on an annualizedfsi 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 this offering, we intend to make one orreoash and in-kind distributions to
certain of our existing owners representing suliitiyall of the cash-on-hand and
certain personal property of the management comfaargur private equity funds. If
the offering had occurred on March 31, 2007, warege that the aggregate amount
of such distributions would have been $ williHowever, the actual amount of
such distributions will depend on the amount oftlEnagement company's cash on
hand at the time of the offerin
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Exchange rights relating to Group
Partnership units

Tax receivable agreement

Risk factors

Proposed New York Stock Exchange sy

Prior to this offering, we will enter into an exclye agreement with KKR Holdings
in connection with the Reorganization Transactipmsuant to which KKR Holding
or transferees of its Group Partnership units nmagoufour times each year (subject
to the terms of the exchange agreement) exchanggp@artnership units held by
them (together with corresponding special votingsrior our common units on a
one-for-one basis, subject to customary convensimadjustments for splits, unit
distributions and reclassifications. The Group ®Ranghip units are also subject to
transfer restrictions, and will not be exchange&ieiore . We have not yet
determined how any such future exchange will b@aated for in our consolidated
financial statement:

The acquisition by our intermediate holding compah@&roup Partnership units
from KKR Holdings or transferees of its Group Parghip units from time to time
pursuant to the exchange agreement is expectesit in an increase in our
intermediate holding company's share of the taiski#fghe tangible and intangible
assets of KKR Management Holdings L.P. that wowltdatherwise have been
available. This increase in tax basis may incréfmsdax purposes) depreciation and
amortization and therefore reduce the amount arimetax that our intermediate
holding company would otherwise be required to ipathe future. This increase in
tax basis may also decrease gain (or increasedodsiture dispositions of certain
capital assets to the extent tax basis is allodatéitbse 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 ofitlieease 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 agreertretiie event that other of our
current or future subsidiaries become taxable gzocations and acquire Group
Partnership units in the future, or if we becomelbde as a corporation for U.S.
federal income tax purposes, we expect that ealthh@dome subject to a tax
receivable agreement with substantially similamzrSee "Certain Relationships and
Related Party Transacti—Tax Receivable Agreemen

See "Risk Factors" for a discussion of risks yoousth 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 Finaridiata," "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.

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 bene 69,95¢ 79,64 131,66° 22,60: 27,34¢
Occupancy and related char¢ 10,68¢ 13,53¢ 19,29t 6,482 4,62¢
General, administrative and ott 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: 267,46t 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: 3,143,961 3,805,55: 4,143,78! 1,038,88! 1,542,70

Non-controlling interests in income of

consolidated entitie 2,364,30! 2,861,18! 3,026,911 777,50! 1,161,16:
Net income $ 773,38t $ 941,46° $ 1,112,700 $ 260,61t $ 380,91t

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

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

Net Cash Provided By (Used |

Operating Activities $ 1,799,760 $ (106,449 $ (5,531,14) $ 390,58: $ (593,269
I I I I I

Net Cash Used in Investing Activiti $ (2,575 $ (5,059 $ (130,110 $ (2,939 $ (71,43))
I I I I I

Net Cash (Used in) Provided |

Financing Activities $ (1,737,50) $ 134,27 $ 5,657,95. $ (403,979 $ 668,87¢
I I I I I

Other Data:

Total Segment fee related earnings $ 58,79 $ 89,61. $ 197,06. $ 38,28¢ $ 64,22+

Adjusted cash flow from operations|( 716,97¢ 666,75! 1,108,87 411,55t 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 4,846,501 7,341,601 17,597,40 18,639,90 21,334,60

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

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

Management uses total segment fee related earasngsupplemental non-GAAP measure of operatirfgnoeaince. Management
makes operating decisions and assesses the penferofiour 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 feesatbagarn as the sponsor of our
private equity funds and the management fees, tiveefees and carried interest, as applicable,weaearn 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 giedfaltt our profits. As a public entity, we wilbtinue to focus on positive fee
earnings generation and use total segment feedetarnings levels to make operating decisionsaasdss the performance of our
business, because those amounts will directly &ffiscreturns 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.

The following table presents a reconciliation of tatal segment fee related earnings to incomerbeéxes calculated in accordance

with GAAP for the periods indicated. Total segmie® 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 earnit $ 58,79C $ 89,61 $ 197,06. $ 38,28¢ $ 64,224
Investment income 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) (777,50%) (1,161,16)
Expenses of consolidated funds (9,947) (11,319 (22,339 (3,25)) (149)
Fee income (earned from) paid to consolidatec

funds 568 (13,64%) (31,86¢) 8,96¢ (75,569
Income before taxes $ 779,65. $ 944.36° $ 1,116,87. $ 261,38. $ 381,54!
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()

(3)

(4)

"Adjusted cash flow from operations" is a suppletaEnor-GAAP measure that we use to assess liquidity arabata available fo
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 financittements notwithstanding the fact that we holg enininority 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 rdktzer the cash flows attributable to

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

(iii) changes in our operating assets and liab#itiwe believe that adjusted cash flow from openatprovides investors with useful
information with respect to cash flows relatingptar required capital investments and our abilityntake 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 incdmeore taxes presented in accordance with GAAP.

The following table presents a reconciliation of adjusted cash flow from operations to our nehdased 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 $ 1,799,760 $ (106,449 $ (5,531,14) $ 390,58: $ (593,269
Change in operating assets and liabilities (141,59) 154,22: 2,179,94! 189,96( (584,48.)
KKR Funds related investment activities (1,560,77) 763,35: 4,369,23! (484,13¢) 1,224,30!
Net realized gains on investmel 2,932,80:; 1,567,31; 3,244,93. 1,651,341 417,99
Change in unrealized (gains) losses on

investments allocable to nantrolling interest 37,18¢ 1,142,481 (143,24) (566,99:) 844,69!
Non-controlling interests in income of

consolidated entitie (2,364,30) (2,861,181 (3,026,91) (777,50%) (1,161,16))
Other non-cash adjustments 13,89¢ 7,02 16,06: 8,30¢ 13,47:
Adjusted cash flow from operations $ 716,97t $ 666,75¢ $ 1,108,87. $ 411,55¢ $ 161,55¢

"Private equity dollars invested" is the aggregateunt of capital invested by our private equityds and carry-paying co-investment
vehicles in private equity transactions. Such anwintiude both capital contributed by fund investand carry-paying co-investors
with respect to which we are entitled to a caritgdrest and capital contributed by us as the ggmpartner 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 (representiigof our private equity funds that have invesfedat 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 tiadal private equity funds to
contribute capital to fund the purchase price tphie for future portfolio company investments magehe funds. Such amounts do
not include capital of our private equity-orienfgefrmanent 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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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. Future
market conditions may not continue to be as faverdh the event of a market downturn, our busircesgd be affected in different ways. C
profitability may also be adversely affected by fixed costs and the possibility that we would Ipahie to scale back other costs within a
time frame sufficient to match any decreases irimeme relating to changes in market and econaomditions.

Our funds may be affected by reduced oppities to exit and realize value from their invaehts 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 uetiods, 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 istt®ents and harm our assets under
management and operating results. A general medwenturn, or a specific market dislocation, maytem 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 unitslie volatile.

Our earnings are highly variable from geatb quarter due to the volatility of investmeetiurns 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 losses) repdsy such funds, and a decline in realized oralized gains, or an increase in realized or
unrealized losses, would adversely affect our metmne. Fee income, which we recognize when conialigtearned, can vary due to
fluctuations in assets under management, the nuofbevestment transactions made by our funds hadhtimber of portfolio companies we
manage. We may also experience fluctuations imesults from quarter to quarter due to a numbetloér factors, including changes in the
amount of dividends or interest earned in respecthv@stments, changes in our operating expensesjégree to which we encounter
competition and general economic and market canditiSuch variability may lead to variability irettrading price of our common units and
can cause our results for a particular period eadietindicative of our performance in future pesiold may be difficult for us
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to achieve steady growth in net income and cash ¢io a quarterly basis, which could in turn leatbtge adverse movements in the price of
our common units or increased volatility in our goon 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 depend on our funds' performance and oppédsiior 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. Iewvere 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 dedti realized or unrealized gains, or an
increase in realized or unrealized losses, wouleely affect our investment income, which couldHter increase the volatility of our
quarterly results. In addition, in our traditiomailvate equity funds, if the performance of oneéhaf fund's later investments results in the fund
failing to achieve overall profitability over thiégd 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 ofignce 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 expertisekawodviedge held by our professionals. Accordinglyr success will depend on the
continued service of these individuals, who areatigated 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.

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 legislatiyadicial or administrative change and differing terpretations, possibly on a retroacti'
basis.

The U.S. federal income tax treatment dfhodders depends in some instances on determisatibfact and interpretations of complex
provisions of U.S. federal income tax laws for whito clear precedent or authority may be availabter should be aware that the U.S.
federal income tax rules are constantly under vetig persons involved in the legislative procelis,Internal Revenue Service, or IRS, and
the U.S. Treasury Department, frequently resulimigevised interpretations of established concegiggutory 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
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or judicial interpretation at any time, and anylsaction may affect investments and commitmentsipusly made. Changes to the U.S.
federal tax laws and interpretations thereof condke it more difficult or impossible to be treatesla partnership that is not taxable as a
corporation for U.S. federal income tax purposéfecaor cause us to change our investments ananionents, affect the tax considerations
of an investment in us, change the character atrirent of portions of our income (including, fostance, the treatment of carried interest as
ordinary income rather than capital gain) and asklgraffect an investment in our common units. @meJ22, 2007, legislation was
introduced to treat all or part of the capital gaird dividend income that is recognized by an itnest partnership and allocable to a partner
affiliated with the sponsor of the partnership ¢atipn of the carried interest) as ordinary incamsuch partner for U.S. federal income tax
purposes, which would have the effect of precludiagrom qualifying as a partnership for U.S. fedl@mcome tax purposes. In addition, on
June 14, 2007, legislation was introduced that di¢ak as a corporation any publicly traded partmerthat directly or indirectly derives
income from investment adviser or asset managesgwices. If either of these pieces of legislatomny similar legislation or regulation
were to be enacted and apply to us, we would iaauaterial increase in our tax liability that cotgdult in a reduction in the value of our
common units. See the discussions below under "-slagn has been introduced that would, if enagedclude us from qualifying as a
partnership for U.S. federal income tax purpodethis or any similar legislation or regulation weeo be enacted and apply to us, we would
incur a material increase in our tax liability tltauld result in a reduction in the value of oumeoon units."

Our organizational documents and agreenprtsit our Managing Partner to modify our amended restated partnership agreement
from time to time, without the consent of the unltters, to address certain changes in U.S. fedteraine tax regulations, legislation or
interpretation. In some circumstances, such rewgsamuld 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 unitbiddbeneficial ownership of partnership itemsinghnto account variation in ownership
interests during each taxable year because ofhfyaalitivity. However, those assumptions and coneestmay 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 imieRevenue Code and/or Treasury regulations auld cequire that items of income, gain,
deductions, loss or credit, including interest deitduns, be adjusted, reallocated or disallowednmaaner 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 concurrésglyed a press release stating that they do fievéehat proposed public offerings of
private equity and hedge fund management firmgansistent with the intent of the existing rulegaling publicly traded partnerships
because the majority of their income is derivednfthe active provision of services to investmentdfsiand limited partner investors in such
funds. Further, they have sent letters to the $mgref the Treasury and the Chairman of the Uegugities and Exchange Commission, or
the SEC, regarding these tax issues in which tkpyess a view that recent initial public offeringfgprivate equity and hedge funds "raise
serious tax questions that if left unaddressed Haw@otential to jeopardize the integrity of ta® tode and the corporate tax base over the
long term." As explained in the technical explamaticcompanying the proposed legislation:

Under the bill, the exception from corporate treatirfor a publicly traded partnership does notapplany partnership that,
directly or indirectly, has any item of income @iy (including capital gains or dividends), thehtigjto which are derived from
services provided by any person
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as an investment adviser, as defined in the Invastidvisers Act of 1940, or as a person associatddan investment
adviser, as defined in that Act. Further, the eiioegfrom corporate treatment does not apply tarership that, directly or
indirectly, has any item of income or gain (inclglicapital gains or dividends), the rights to whaech derived from asset
management services provided by an investment@ghagperson associated with an investment advisany person related
to either, in connection with the management oétswith respect to which investment adviser sewvigere provided. For
purposes of the hill, these determinations are matheut regard to whether the person is requiceckgister as an investment
adviser under the Investment Advisers Act of 1940.

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

On June 20, 2007, similar legislation wasoduced in the House of Representatives. If tbpgsed 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 liggfgregate 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 Commitbesponsored 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 performariservices. The enactment of such
legislation would cause such income to be non-tyiatj income under the publicly traded partnershiles, which would preclude us from
qualifying as a partnership for U.S. federal incdmse 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,@mrccontinued success is highly dependent upoeftbets 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 $twent professionals is extremely
competitive.

In connection with the Reorganization Teamt®ns and this offering, our current principaisl @ertain of our former personnel will
receive interests in KKR Holdings, which will hagroup Partnership units. Moreover, transfer retsis 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 confidentiathgreements to which our principals will be sehjéogether with our other arrangements
with them, will prevent them from leaving us, joigiour competitors or otherwise competing with uthat these agreements will be
enforceable in all cases. In addition, these ages¢srwill expire after a certain period of timewdtich point each of our principals would be
free to compete against us and solicit investomuinfunds, clients and employees. See "Managemior-Competition, Non-Solicitation
and Confidentiality Agreements."
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Our ability to recruit, retain and motivater professionals is dependent on our abilityfterdighly attractive incentive opportunities. If
legislation were to be enacted by the U.S. Congresgat carried interest as ordinary income netiven as capital gain for U.S. federal
income tax purposes, such legislation would mdtgriacrease the amount of taxes that we and pbssilr 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 stimgcélso 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 purpoHehis or any similar legislation or
regulation were to be enacted and apply to us, addvncur 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 environmergttreinforces our culture of collaboration, motigatand alignment of interests with
investors. If we do not continue to develop andlengent the right processes and tools to managelmamnging enterprise and maintain our
culture, our ability to compete successfully anki@ee 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 subjecttte reporting requirements of the Securities Exglahct of 1934, or the Exchange Act, and
requirements of the Sarbanes-Oxley Act of 2002herSarbanes-Oxley Act. These requirements ma @atrain on our systems and
resources. The Exchange Act will require that wednnual, quarterly and current reports with resfeour business and financial condition.
The Sarbanes-Oxley Act will require that we maimtafifective disclosure controls and proceduresiarginal controls over financial
reporting, which are discussed below. In order &gntain and improve the effectiveness of our dsate controls and procedures, significant
resources and management oversight will be requikedwill be implementing additional procedures anolcesses for the purpose of
addressing the standards and requirements apgit@aplublic companies. In addition, sustaining gnowth 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 adequatelpatgxpansion. These activities may divert manageis attention from other business
concerns, which could have a material adverse teffeour business, financial condition, result®pérations and cash flows. We will also
incur costs that we have not previously incurreddicector fees, investor relations expenses, esgefor compliance with the Sarbanes-
Oxley Act and rules of the SEC and the New Yorkc&tBxchange, and various other costs relating iiaghe public company. Operational
risks may disrupt our businesses, result in losséisit our growth.

We rely heavily on our financial, accougt@nd other data processing systems. If any otthgstems does not operate properly or is
disabled, we could suffer financial loss, a disiapbf our businesses, liability to our funds, regory intervention or reputational damage. In
addition, we operate in businesses that are higgghendent on information systems and technologyif@ermation systems and technology
may not continue to be able to accommodate our tcand the cost of maintaining such systems mengase from its current level. Such a
failure to accommodate growth, or an increase gieelated to such information systems, could lzavmterial adverse effect on us.
Furthermore, we depend on our principal officebl@aw York City, where most of our administrative g@nnel are located, for the continued
operation of our business. A disaster or a disompiti the infrastructure that supports our busiegsisicluding a disruption involving
electronic communications or other services usedsbyr third parties with whom we conduct businesslirectly affecting our principal
offices, could have a material adverse impact arability to continue to operate our business withaterruption. Our disaster recovery
programs may not be sufficient to mitigate the hérat may result from such a disaster or disruptiomddition, insurance and other
safeguards might only partially reimburse us for logses, if at all.
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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 Aatluding the internal control evaluation
and certification requirements of Section 404 ait tstatute, 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 avitl 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 tonply with Section 404. If we are unable to implenany necessary changes effectively or
efficiently, our operations, financial reportingforancial results could be adversely affected aed-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 @gblic company. Using a significant degree
of leverage will expose us to the typical risksoagsted with the use of substantial leverage, midg 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 thtene 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
Because we believe the general partners of thesis fwill not receive meaningful proceeds from farthealizations, we will not acquire
general partner interests in them in connectioh Wit Reorganization Transactions. We will, howegentinue to provide the funds with
management and other services until their liquistatiVhile we will not receive meaningful fees fappiding these services, our principals
and other employees will be required to devoteréigoof their time and attention to the managenuérihose entities. The devotion of the
time and attention of our principals and employteethose activities will not financially benefit asd may reduce the time and attention they
devote to our business.

We face risks and uncertainties in developing owsw business initiatives.

Part of our growth strategy is to develegrbusiness areas, including sponsoring new ingtrrehicles 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 tofalie risks and uncertainties associated wittettgansion 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.
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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 régumaSee "Business—Regulation." We are subjec¢gailation, 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 conidwesstigations and administrative proceedings ¢haatresul
in fines, suspensions of personnel or other samgtiocluding censure, the issuance of cease-asidtdeders or the suspension or expulsion
of applicable licenses and memberships. Even ifia@stigation or proceeding does not result inrec8an 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 ime&ecurity 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 anéi@ily affected. See "—Risks Related to Our Orgditimal Structure— we were deeme
to be an "investment company" under the Investr@@mipany 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 cftewe to limit our activities. In addition, the tégtory environment in which our fund
investors operate may affect our business. For pigrmohanges in state laws may limit investment/giets of state pension plans.

The regulatory environment in which we @temay become more burdensome. We may becoméeregiss an investment adviser
under the Investment Advisers Act. As a registénedstment advisor, we would be subject to the irequents and regulations of the
Investment Advisers Act, which relate to, amongeotihings, recordkeeping and reporting requiremetisglosure requirements, limitations
on agency and principal transactions between ais@dand advisory clients. We may also be advera#écted 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 orgatidns. It is impossible to determine the extdrihe impact of any new laws, regulations
or initiatives that may be proposed, or whether afritphe proposals will become law. Compliance veaitty new laws or regulations could m
compliance more difficult and expensive and affaetmanner 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 adipteese measures would adversely affect DanistGamchan 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 whichoperate that adversely affect our
business.
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It has been reported in the press thaaiceparticipants in the private equity industry @aeceived information requests relating to
private equity transactions from the Antitrust Biain of the Department of Justice. In additionthie United Kingdom, the Financial Services
Authority recently published a discussion papett@impact that the growth in the private equityrkeithas had on the markets in the United
Kingdom and the suitability of its regulatory apach in addressing risks posed by the private equitsket.

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

The investment decisions we make in ouvetassinagement business and the activities of @astment 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 comjgsnand a variety of other litigation claims. Fgample, in early 2007, thirteen private equity
firms, including us, were named as defendantsparported class action complaint by shareholdemubilic 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 &gfiinds suffer losses resulting from fraud, gnoesgligence, willful misconduct or other similar
misconduct, investors may have remedies againstugrivate 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 indemnifeethe fullest extent permitted by law with respectheir conduct in connection with the
management of the business and affairs of our feriequity funds, such indemnity does not exteractions determined to have involved
fraud, gross negligence, willful misconduct or athinilar misconduct.

If any lawsuits were brought against us aslilted in a finding of substantial legal liatyilithe lawsuit could materially adversely affect
our business, financial condition or results ofratiens or cause significant reputational harmsowhich could seriously impact our
business. We depend to a large extent on our kassheationships and our reputation for integritg &igh-caliber professional services to
attract and retain investors and to pursue investimgportunities for our funds. As a result, alégas of improper conduct by private
litigants or regulators, whether the ultimate onteois favorable or unfavorable to us, as well amtiee 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 egggate, be significant in amount. The cost of iseftthny such claims could negatively
impact our business, financial condition and ressoftoperations.

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. ibegion of these obligations and
standards by any of our employees would advergtdgteour 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 reftethips, 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.
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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 significantastments we manage were to perform poorly, oumneeime and cash flow would decline
because the value of our assets under managemalt decrease, which would result in a reductioaame of our management fees, and our
investment returns would decrease, resulting iedaction 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 jatiy 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 ndiffecult 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 funztstinued satisfactory performance.

Valuation methodologies for certain assets in owmids 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 invesents of our funds. When determining fair
values of investments, we use the last reportedt@hgrice as of the statement of financial conditilate 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 witighinvestment 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 foemheining 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 interelsigal 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

Because valuations, and in particular véduna of investments for which market quotations ot readily available, are inherently
uncertain, may fluctuate over short periods of tamd may be based on estimates, determinatiormsrofdlue 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 beeabl realize because of various factors, inclugiogsible illiquidity. Our partners' capital
could be adversely affected if the values of invesits 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 quamnigy 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 presentddsrprospectus.

Because there is significant uncertaintthimvaluation of, or in the stability of the valokilliquid investments, the fair values of
investments reflected in a fund's NAV do not neagbsreflect the prices
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that would actually be obtained by us on behatheffund when such investments are realized. R#izs at values significantly lower than
the values at which investments have been refléntpdor fund NAVs would result in losses for thpplicable fund and the loss of potential
carried interest and other fees. Also, if real@asi of our investments produce values materiaffedint than the carrying values reflected in
prior fund NAVSs, investors may lose confidence & which would in turn result in difficulty in rargy additional funds.

Even if market quotations are availabledor investments, such quotations may not refleetvalue that could actually be realized
because of various factors, including the possildgiidity associated with a large ownership psit subsequent illiquidity in the market for
a company's securities, future market price vatatilr 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 fundsntluding those presented in this prospectus, shontéit be considered as indicative of the
future results of our funds or of our future resudtor of any returns expected on an investment i gommon units.

We have presented in this prospectus riegarss 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. Therefore, you shaoldconclude that continued positive performancteffunds that we manage will
necessarily result in positive returns on an inwestt in our common units. However, poor performasfabe funds that we manage would
cause a decline in our income from such funds amddtherefore have a negative effect on our peréorce and in all likelihood the returns
on an investment in our common units.

Moreover, with respect to the historicaliras of our funds:

. the rates of returns of our funds reflect unredligains as of the applicable valuation date that never be realized, which may
adversely affect the ultimate value realized frowose 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 ee@onomic factors, including
factors that may not have been prevalent in thogerelevant to the return data above;

. in the past few years, the rates of returns of sofmair funds have been positively influenced yuaber of investments that
experienced a substantial decrease in the avemdld) period of such investments and rapid andtutiial increases in value
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 thatuoent or future funds will be ak
to avail themselves of comparable investment opipities or market conditions or that such marketdimons will continue; and

. we may create new funds in the future that refedifferent asset mix in terms of allocations ambumgls, investment strategies,
geographic and industry exposure and vintage year.
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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' investmentshebvily 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 oftetuides 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 @teaates, 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 cau@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;

. limit the entity's ability to adjust to changing rket conditions, thereby placing it at a compeéitdisadvantage compared to its
competitors who have relatively less debt;

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

. limit the entity's ability to obtain additional famcing or increase the cost of obtaining such fiimay) 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 atentbuld otherwise be the case if money
had not been borrowed. As a result, the risk of Bbssociated with a leveraged company is genegedigter than for companies with
comparatively less debt.

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

We compete as an alternative asset mamagleoth 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
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buyers. We believe that competition for investerbased primarily on investment performance; bssimeputation; the duration of
relationships with investors; the quality of seegqrovided to investors; pricing; and the relatitteactiveness of the types of investments
have been or are to be made. We believe that citiopdbr investment opportunities is based prirtyaoin the pricing, terms and structure of
a proposed investment and certainty of executionusber of factors serve to increase our competifsks:

. 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 retuestiolds, 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 bigdior an investment;

. there are relatively few barriers to entry impeding formation of new funds, including a relativésyv 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.

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 matebstment 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 opmratnd cash flow.

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

Before making our investments, we condwet diligence that we deem reasonable and apprerésed on the facts and circumstances
applicable to each investment. The objective ofdihe diligence process is to identify attractiveeistment opportunities based on the facts
and circumstances surrounding an investment artigicase of private equity investments, and tpgnea 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, accountiigyironmental and legal issues in determining wéreth not to proceed with an investment.
Outside consultants, legal advisers, accountamtsrestment banks are involved in the due diligep@cess in varying degrees
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depending on the type of investment. Neverthelghsn conducting due diligence and making an asssgsmegarding an investment, we r
on resources available to us, including informapoovided by the target of the investment andpima circumstances, third-party
investigations. The due diligence process mayagibe subjective with respect to newly organizedmanies for which only limited
information is available. Accordingly, we cannotdetain that the due diligence investigation thatwill carry out with respect to any
investment opportunity will reveal or highlight allevant facts that may be necessary or helpfavaluating such investment opportunity.
We also cannot be certain that our due diligengestigations will result in investments being swestel.

Our asset management activities involve investmentselatively high-risk, illiquid assets, and weaw 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 applicaldergies laws, or unless an exemption from suclisteggion is available. The ability of many
our funds to dispose of investments is heavily ddpat on the public equity markets. For example ahility 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 hotgirof securities can often be disposed of only evg&nbstantial length of time, exposing our
investment returns to risks of downward movememharket prices during the intended dispositiongaerAccordingly, 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 makufisiant capital investments in our
current and future funds. Contributing capitalhege funds is risky, and we may lose some or dii@principal amount of our investments.

The investments of our funds are subject to a numbé&inherent risks.

Our results are highly dependent on outinaed ability to generate attractive returns froan 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 aaglenmay have limited financial resources and maynadble to meet their
obligations under their securities, which may beoatpanied by a deterioration in the value of tleguity 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 managemarittahnd 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 operatingtsgsuhy 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 maintainrtb@mnpetitive position; and

. executive officers, directors and employees ofguitg sponsor may be named as defendants in litig&tvolving a company in
which a private equity investment is made or isigenade.
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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 r@gus, labor unions and other third
parties. Recently, labor unions have been morgaatiopposing certain larger investments by oivgpe 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 thegésst private equity transactions being struct@a®ticonsortium transactions.” A consortium
transaction involves an equity investment in whieh or more private equity firms serve togethecaliectively as equity sponsors. While
have sought to limit where possible the amountooisortium transactions in which we have been irswe have participated in a
significant number of those transactions. Consprtitansactions generally entail a reduced levebotrol by our firm over the investment
because governance rights must be shared withttiee private equity sponsors. Accordingly, we mayve able to control decisions relating
to a consortium investment, including decisionatirg to the management and operation of the coynaad the timing and nature of any
exit, which could result in the risks described-+Our funds have made investments in companiesatbato not control, exposing us to the
risk of decisions made by others with which we mayagree." Any of these factors could increaseitiethat our larger investments could
be less successful. The consequences to our ingestands of an unsuccessful larger investmentdcbalmore severe given the size of the
investment.

Our funds have made investments in companies thatde not control, exposing us to the risk of deoiss made by others with which we
may not agree.

Our funds hold investments that includetdieftruments and equity securities of companiasie do not control. Such instruments and
securities may be acquired by our funds througtiiricaactivities or through purchases of securifiem the issuer. In addition, our funds rr
acquire minority equity interests, particularly whgponsoring investments as part of a large investosortium, and may also dispose of a
portion of their majority equity investments in gotio companies over time in a manner that resulthie funds retaining a minority
investment. Those investments will be subject tortbk that the company in which the investmemésie 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 servenderasts. 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 thatte@sed outside of the United States, which may eepas to additional risks not
typically associated with investing in companiestlare based in the United States.

Many of our funds invest a significant pamtof their assets in the equity, debt, loanstbeosecurities of issuers that are based outside
of the United States. Investing in companies thatased outside of the United States, particularbountries characterized as having
emerging markets, involves risks and consideratibasare not typically associated with investmémtsompanies established in the United
States. These risks may include the following:

. the possibility of exchange control regulationdjtjpal and social instability, nationalization expropriation of assets;

. the imposition of non-U.S. taxes;

39




. less liquid markets

. reliance on a more limited number of commodity 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, broketssauers;

. less developed bankruptcy laws;

. difficulty in enforcing contractual obligations;

. lack of uniform accounting, auditing and finanai@borting standards;
. less stringent requirements relating to fiducianyiek;

. fewer investor protections; and

. greater price volatility.

Although we expect that most of our furadgiital commitments will be denominated in U.Slalgl, investments that are denominated in
a foreign currency will be subject to the risk ttreg value of a particular currency will changeetation to one or more other currencies.
Among the factors that may affect currency valuesteade 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 welfteetive. If we engage in hedging
transactions, we may be exposed to additional @sksciated with such transactions. See "—Risk genant activities may adversely affect
the return on our investments.”

Our equity investments and many of our debt investits 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, oulstgrindebtedness or equity securities that
rank senior to our fund's investment. By their t&rsuch 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 investnigmade, holders of securities ranking
senior to our investment would typically be entitte receive payment in full before distributiormutd be made in respect of our investment.
After repaying senior security holders, the comparay not have any remaining assets to use for nrepa@ynounts 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 aand to take actions to protect their investmarayg be substantially less than that of the
senior creditors.
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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 scopekahdaaagement activities undertaken by us variesdas 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 transactannot be entered into at an acceptable
price.

The success of any hedging or other déviedtansactions 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 derivatiansaction had not been executed. In
addition, the degree of correlation between prio#ements of the instruments used in connection hetliging 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
could prevent us from achieving the intended resnidt 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 onlgited 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, diffiaulbptaining 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 compmogpital structure. For example, our credit syafends may invest in different classes of
the same company's debt and may make debt invefstimesn 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, dituast 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
be limited to the extent that contractual obligasi@ntered into in the ordinary course of our tradal private equity business
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impose restrictions on our engaging in transacttbaswe may be interested in otherwise pursuimpr@priately dealing with conflicts of
interest is complex and difficult and we could suffeputational damage or potential liability if ¥adl, or appear to fail, to deal appropriately
with conflicts as they arise.

Risks Related to Our Organizational Structure

Our unitholders do not control our Managing Partnewr 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 faics as owned by our senior principals,
including our founders. Pursuant to its limitedlldy company agreement, our Managing Partnerdsaablished a board of directors that will
be responsible for the oversight of our busineskaperations. The board of directors, co-chairedunyfounders, 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 wvatltmave the right to remove our Managing Partnéhagieneral 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 wiltalhold an equivalent amount of special
voting units in our partnership, which will entifteto cast an equivalent number of votes on tHesematters that may be submitted to a vote
of our unitholders. Due to the foregoing, immediafellowing this offering, our founders, who witlave the power to vote the special voting
units held by KKR Holdings, will generally have Soilent voting power to determine the outcome afsth few matters that may be submitted
for a vote of our unitholders, including amendmeatsur partnership agreement that may be matg@alverse to our unitholders. In
addition, our partnership agreement contains pimvisthat enable us to take actions that would rizdiieand adversely affect all unitholders
or a particular class of unitholders upon the mijaote of all outstanding voting units, and since % of our voting units will be
controlled by our founders immediately followingstloffering, our founders will have the ability tmke actions that could materially and
adversely affect unitholders either as a wholesoa particular class.

Our unitholders' voting rights are furtimestricted 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 meetsdo acquire information about our
operations, and to influence the manner or diraabfoour 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 atemtitied 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.
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In addition, as a result of these mattadsthe provisions referred to under "—Our unithoddgo 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 byattssence 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 ountfmutstanding common units at the trmnrent trading price either if % or less of gtommot
units are held by persons other than our ManagartnBr 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 of idanaging Partner's right to purchase
outstanding common units, a holder of common uniy have his common units purchased at an undéstiaie or price.

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

We are a limited partnership and will gfyelor exceptions from certain corporate governamcd other requirements of the rules of the
New York Stock Exchange. Pursuant to these exaegtionited partnerships may elect not to complthweiertain corporate governar
requirements of the New York Stock Exchange, iniclgdhe requirements (i) that a majority of the fabaf directors of the listed company
consist of independent directors, (ii) that theeliscompany 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 emkendent under New York Stock Exchange Rules ane famominating and governance
committee, our nominating and governance commwti#ienot consist entirely of independent directorsmeet other substantive requirements
that would be applicable absent such an exempmiioth we do not intend to have a compensation comeniiccordingly, you will not have
the same protections afforded to equity holdemndities that are subject to all of the corporateegnance requirements of the New York
Stock Exchange.

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 othies 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 actthe interests of parties other than our partriprishresolving conflicts of interest,
which has the effect of limiting its duties, incind 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 adfidis;
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. because our principals will indirectly hold Grouarthership units that are not subject to corparateme taxation and we will ho
some of our Group Partnership units through a wholined 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 laexcept with respect to conduct involving bad fafthud or willful misconduct. By
purchasing our common units, you will have agreatl @nsented to the provisions set forth in outneaship 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 ourddiaig Partner from causing us to pay it or itsliatfs for any services rendered, or
from entering into additional contractual arrangataavith any of these entities on our behalf, sglas the terms of any such
additional contractual arrangements are fair andarable to us as determined under the partneaghiigment;

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

which may not be enforceable, affiliates of our Mgimg Partner and existing and former personnel@yed by our Managing Partr
are not prohibited from engaging in other businesseactivities, 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 perfornmicssvor us.
See "Certain Relationships and RelatedyPagnsactions" and "Conflicts of Interest and Eiduy Responsibilities."”

Our partnership agreement will contain provisionbkdt reduce or eliminate duties (including fiduciarguties) of our Managing Partner
and limit remedies available to unitholders for aohs 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 apgsieslaw. For example, our partnership
agreement will provide that when our Managing Rarta acting in its individual capacity, as opposeéh 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 "discratio@r that it deems "necessary or appropriate"
or "necessary or advisable," then our Managingneawill be entitled to consider only such intesemid 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 duta@s expressly permitted by Delaware law. Henceameeour unitholders will only have
recourse and be able to seek remedies against auadihg Partner if our
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Managing Partner breaches its obligations pursieaotr partnership agreement. Unless our Managantn®r breaches its obligations
pursuant to our partnership agreement, we andmitlralders will not have any recourse against oankting Partner even if our Managing
Partner were to act in a manner that was incomdisteh traditional fiduciary duties. Furthermomjen if there has been a breach of the
obligations set forth in our partnership agreemeut,partnership agreement provides that our MangaBartner and its officers and directors
will not be liable to us or our unitholders for@s of judgment or for any acts or omissions unteese has been a final and non-appealable
judgment by a court of competent jurisdiction deti@ing that the Managing Partner or its officersd @irectors acted in bad faith or enga

in fraud or willful misconduct. These provisiongatetrimental to the unitholders because theyicestie remedies available to unitholders
for actions that without those limitations mighnstitute breaches of duty including fiduciary dstie

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 onnerno less favorable to us than those generally
being provided to or available from unrelated thgedties or is fair and reasonable to us, takitg &ecount the totality of the relationships
between us and our Managing Partner, then it wilbkesumed that in making this determination, oandyjing 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 tipprval of the conflicts committee of our Managmartner, 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 theipras set forth in the partnership agreementpiiolg provisions regarding conflicts
interest situations that, in the absence of suokliigions, might be considered a breach of fiduc@rgther duties under applicable state law.
As a result, unitholders will, as a practical mattet be able to successfully challenge an infafgecision 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 consdrdur unitholders. Furthermore, at any time, tiembers of our Managing Partner may se
transfer all or part of their limited liability cgmany interests in our Managing Partner withoutapproval 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 mnt funds. A new owner could also have
a different investment philosophy, employ investinanofessionals who are less experienced, be uassfid in identifying investment
opportunities or have a track record that is nausessful as our track record. If any of thedoieg 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 quartedsis. We are a holding company and will
have no material assets other than the Group Pglnipaunits that we will
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hold through whollyswned subsidiaries and will have no independentmeégenerating income. Accordingly, we intendaose the Grou
Partnerships to make distributions on the GroupnReship units, including Group Partnership urtitt e directly or indirectly hold, in orc
to provide us with sufficient amounts to fund disfitions we may declare on our common units. If@meup Partnerships make such
distributions, other holders of Group Partnershijis) including KKR Holdings, will be entitled teceive equivalent distributions pro rata
based on their Group Partnership units, excepiveawill be entitled to priority distributions aficome through as described under
"Distribution Policy."

The declaration and payment of any futusgributions 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 firess conditions, our strategic plans and
prospects, our business and investment opportendig 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,uidexceed the fair value of our assets. If we
were to make such an impermissible distributiory, lanited partner who received a distribution amgWw at the time of the distribution that
the distribution was in violation of the Delawarinited Partnership Act would be liable to us foe simount 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 sskts, 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 capitpeeditures, should the need arise.

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 exchangeswf@mmon 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 tangibde@angible assets of KKR Management Holdings thBt would not otherwise have been
available. This increase in tax basis may incr¢fmsdax purposes) depreciation and amortizatioh therefore reduce the amount of income
tax our intermediate holding company would otheewds required to pay in the future. This increas@x basis may also decrease gain (or
increase loss) on future dispositions of certajitahassets to the extent tax basis is allocatd@ldse capital assets.

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 velah obligation of our intermediate holding companyg not of either Group Partnership.
In the event
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that other of our current or future subsidiariesdme taxable as corporations and acquire Groupm&altip units in the future, or if we
become taxable as a corporation for U.S. fedecainme tax purposes, we expect that each will becrbgect to a tax receivable agreements
with substantially similar terms. While the actiradrease in tax basis, as well as the amount amddiof any payments under this agreement,
will vary depending upon a number of factors, idéhg the timing of exchanges, the price of our cammnits at the time of the exchange,
the extent to which such exchanges are taxablétendmount and timing of our taxable income, weeekphat as a result of the size of the
increases in the tax basis of the tangible andhgitde assets of our Group Partnerships, the pagmtkeat we may be required to make to our
existing owners will be substantial. The paymemdar the tax receivable agreement are not conéidiapon our existing owners' continued
ownership of us. We may need to incur debt to fiegpayments under the tax receivable agreemehéetextent our cash resources are
insufficient to meet our obligations under the tageivable agreement as a result of timing disarelea 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 oigtieg owners under the tax receivable agreemeauitidze in excess of the intermediate
holding company's cash tax savings. The intermediialding company's ability to achieve benefitsrfrany 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.

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&iawestment company" for purposes of the Investn@rpany Act if:

. it is or holds itself out as being engaged prinyadk proposes to engage primarily, in the businé$svesting, 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 primarilhabusiness of providing asset management seraitg not in the business of investing,
reinvesting or trading in securities. We regardselwes as an asset management firm and do notggap@ngage primarily in the busines:
investing, reinvesting or trading in securitiescArdingly, 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 equityasters 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 lss than 40% of our partnership's total age&tdusive of U.S. government securities and
cash items) on an unconsolidated basis after ffasirmg will be comprised of assets that could basidered 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
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Company Act as described in the second bullet @dove. In addition, we believe we are not an itmeat company under Section 3(b)(1
the Investment Company Act because we are primanijaged in a 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 Coypat and the rules thereunder limit or prohibétrisactions with affiliates, impose
limitations on the issuance of debt and equity s8es, generally prohibit the issuance of optiamsl impose certain governance requirem
We intend to conduct our operations so that we matilbe 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 CompanyiAdiiding limitations on our capital structurejlap to transact business with affiliates
(including us) and ability to compensate key empks; could make it impractical for us to continue lousiness as currently conducted,
impair the agreements and arrangements betweeanaodg our partnership, the Group Partnerships ad 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 principatfeerwise conduct our business in a manner thes dot subject us to the registration
and other requirements of the Investment Comparty Ac

Risks Related to Our Common Units and this Offering

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

Prior to this offering, there has not begoublic trading market for our common units. Ip@ssible 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. 1
initial public offering price per common unit witle determined by agreement among us and the repaéges of the underwriters and may
not be indicative of the price at which our comnumits will trade in the public market after thigerfng.

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 compleifdhis 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 commuanits will have been sold in this offering and vii# freely tradable without restriction or
further registration under the Securities Act byspas other than our "affiliates." See "Common BAiligible for Future Sale." Subject to
lock-up restrictions described under "Underwritinge may issue and sell in the future additionahowon 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 woeitdhave 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 kiglsl gives the Group Partnerships
notice of his or her intention to compel a redemptiour partnership, with respect to our direatiiasts 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
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such exchanges would be "restricted securitiesjefined in Rule 144 under the Securities Act, e register such issuances. However,
we will enter into a registration rights agreemeith KKR Holdings that will require us to registdrese common units under the Securities
Act. While we intend to contractually restrict axisting owners' ability to transfer Group Parthgaunits or common units that they may
hold, these contractual provisions may lapse dwe br 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 pastnig securities for the consideration and on émms$ 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 opergtprerformance. In addition, our operating
results could be below the expectations of pubkckat analysts and investors due to a number efnpiat factors, including variations in our
quarterly operating results or distributions tothaiders, additions or departures of key managepersionnel, failure to meet analysts'
earnings estimates, publication of research reptmsit our industry, changes or proposed changdesvisor regulations or differing
interpretations or enforcement thereof affectinglmusiness, adverse market reaction to any indebssdwe may incur or securities we may
issue in the future, changes in market valuatidrsnoilar companies or speculation in the presmeestment community, and in response the
market price of our common units could decreaseifiigntly. You may be unable to resell your comnumits at or above the initial public
offering price.

Risks Relating to U.S. Taxation

If we were treated as a corporation for U.S. fedkeirrcome tax or state tax purposes, then our dibtriions 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 Veretaxable year consist of qualifying incomedafined in Section 7704 of the Internal
Revenue Code and that our partnership not be esgtstuinder the Investment Company Act. Qualifymgpme generally includes dividends,
interest, capital gains from the sale or otherak#fon 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 plarmgieess, a ruling from the IRS, on this or
any other matter affecting us.

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

Current law may change, causing us todegtdd as a corporation for U.S. federal or statene 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 incdase purposes. If this or any similar legislatiarregulation were to be enacted and
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apply to us, we would incur a material increaseuntax liability that could result in a reductionthe value of our common units." Becaus
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 fty,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 asvastment company under the Investment ComparAa 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 increaseuntax 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 &pubbded 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, dedudiod credit (including our allocable share of thibsms of any entity in which we invest that
is treated as a partnership or is otherwise subjeteix on a flow through basis) for each of owatale years ending with or within your
taxable year, regardless of whether or not youiveagash 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 distribugjanportion of which will be distributed to ouritholders. See "Distribution Policy." In
addition, certain of our holdings, including holdg# if any, in a controlled foreign corporation,e0€FC, and a passive foreign investment
company, or a PFIC, may produce taxable income pithe receipt of cash relating to such inconne, anitholders that are U.S. taxpayers
will be required to take such income into accoardétermining their taxable income. In the everamvinadvertent termination of our
partnership status for which the IRS has grantdimited relief, each holder of our common unitsyntee obligated to make such adjustments
as the IRS may require to maintain our statuspermership. Such adjustments may require persoldinly our common units to recognize
additional amounts in income during the years imnctvlthey hold such units.

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

Our interest in certain of our businesses will beld through the intermediate holding company, whigfill be treated as a corporation for
U.S. federal income tax purposes; such corporatieill 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 intermediialging company which will be treated as corporagifor U.S. federal income tax purposes.
The intermediate holding company will be liable égnificant U.S. federal income taxes and applieakate, local and other taxes that would
not otherwise be incurred, which could adverselgafthe value of your investment, and which cdeddncreased if the IRS were to
successfully reallocate deductions or income oféheted entities conducting our business. Thoslitiadal taxes have not applied to our
existing owners in our organizational structureffect before this offering and will not apply tareexisting owners following this offering to
the extent they own equity interests directly atiiactly in the Group Partnerships.
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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 quadjfincome 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 m@mize a gain or loss equal to the difference betwbe 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 taxatleome to you if the common units are sold atieepgreater than your tax basis in those
common units, even if the price is less than thgiral cost. A portion of the amount realized, wiegtor 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 adeetion were made.

We currently do not intend to make, or eaissbe made, an election to adjust asset baser Bwettion 754 of the Internal Revenue Code
with respect to us. If no such election is maderatwill generally be no adjustment for a transdesEcommon 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 amafaree could include built-in gain allocablelte transferee at the time of the transfer, which
built-in gain would otherwise generally be elimieaif a Section 754 election had been made. Se¢ethdhU.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 pugpoSuch an entity may be a PFIC or a CFC for fédral income tax purposes.
Unitholders indirectly owning an interest in a PEICa CFC may experience adverse U.S. tax consegseBee "Material U.S. Federal Tax
Considerations—U.S. Taxes—Consequences to U.Serolif 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 wha@se some portion of our income would be treasegffactively connected income with
respect to non-U.S. holders, or ECI. To the extemtincome is treated as ECI, nonS. holders generally would be subject to withimajdax
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 suctdrar business and any other income treated asaB@hvould be subject to U.S. federal
income tax at regular U.S. tax rates on any sucbme (state and local income taxes and filings alsy apply in that event). Non-U.S.
holders that are corporations may also be subjeat0% branch profits tax on their distributiofisach
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income. In addition, certain income from U.S. sesgrthat is not ECI allocable to non-U.S. holdei$lvé reduced by withholding taxes
imposed at the highest effective applicable tag.rat

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 thattésx-exempt organization will likely be
subject to unrelated business income tax to thengxihat its allocable share of our income consistdBTI. 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.

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 treatmenthich could adversely affect the
value of our common units.

Because we cannot match transferors andfaeees 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 skeetax benefits or the amount of gain on the
sale of common units and could have a negative éinathe value of our common units or result iditauof 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 withidZrmonth period. A termination of our partnersiipuld, among other things, result in the
closing of our taxable year for all unitholderseSMaterial 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 intantikks that are imposed by the various jurisdistio which we do business or own property
now or in the future, even if our unitholders dd resside in any of those jurisdictions. Our unittesls 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 tliesponsibility of each unitholder to file all Uf8deral, state and local tax returns that may
be required of such unitholder. Our counsel hagemdered an opinion on the state or local taxegmences 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 ofiaaresults, 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 isigglinformation from all lower-tier entities sbat K-1s may be prepared for the Partnership.
For this reason, holders of common units who af thxpayers should anticipate the need to filaialiywith the IRS (and certain states) a
request for an extension past April 15 or the otfie applicable due date of their income tax refarrthe taxable year. See "Material U.S.
Federal Tax Considerations—U.S. Taxes—Administeakilatters—Information Returns."
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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. The Group Partnerships will use thegeds that they receive from us to grow our exgdbusiness, to expand into new related
businesses, to make additional capital commitmientsir funds and portfolio companies and for otemeral corporate purposes. None of
our principals are selling any common units or witherwise receive any of the net proceeds fromdffering.
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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 receivables agreearaht
. 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.
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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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*) Except for KKR Management Holdings Corp., all éastare taxable as partnerships for U.S. fedecalnre tax purposes. KKR Management Holdings Corlh beitaxable as a
corporation for U.S. federal income tax purposes.ddiscussion of pending legislation that mayclrde us from qualifying for treatment as a parshgy for U.S. federal incon
tax purposes, see "Risk Factors—Risks Related tdB0siness—Legislation has been introduced thatldvduienacted, preclude us from qualifying as ampership for U.S.
federal income tax purposes. If this or any sinliggislation or regulation were to be enacted gplyato us, we would incur a material increaseun @x liability that could
result in a reduction in the value of our commoitsut

58






The KKR Group

Prior to the Reorganization Transactions,lsiness was comprised of certain consolidatécdcambined entities under the common
control of our senior principals, and under the owmn ownership of our principals and our other éxgsbwners. 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 gulkesdly formed private equity funds;

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

The KKR Group is considered our predecefsuaccounting purposes and its combined finaratetements will be our historical
financial statements following the Reorganizatioangactions and this offering. Because the legitiesnthat comprise the KKR Group are
under the common control of our senior principald will continue to be under their common contalldwing the completion of the
Reorganization Transactions and this offering, viltagcount for the Reorganization Transactions #risl 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, ttietcombined financial statements of the KKR Gratmtherefore not representative of the
results of operations and financial condition thatwill have following the completion of this offag. See "—Group Partnerships,"
"Unaudited Pro Forma Financial Information" and ‘Mgement's Discussion and Analysis of Financiald@mm and Results of Operations."

Our Partnership

We were formed as a Delaware limited pastme on June 25, 2007 to act as a holding comfiariyne 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 mecpeds that we receive from this offering
directly or indirectly acquire a number of GrougtRarship units that is equal to our outstandingnemn units, which will entitle us to share
ratably (along with our principals through KKR Hailds) in the assets, liabilities, profits, lossad distributions of the Group Partnerships.
Assuming that the underwriters do not exercise thgtion to purchase additional common units frenwe will directly and indirectly own
an aggregate of % of the outstanding GiRainership units upon the completion of this rirfifg assuming the midpoint of the price
range indicated on the cover page of this prosgedtle will account for the portion of outstandingpGp Partnership units that we do not «
as principals' interests in our consolidated finalscstatements.

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 agreeméhit 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 subjeatyo a
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restrictions that were applicable to the exchar@ezlip Partnership units, including any applicabd@sfer restrictions.

After the completion of this offering, oMianaging Partner intends to cause the Group Partipsrto 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 ot}
holder of Group Partnership units will be entittedeceive pro rata distributions on their Groupt®eship 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 partieps, our partnership agreement provides fontheagement 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 bydesdh Upon completion of this offering,
we expect our Managing Partner's board to congstnoajority of independent directors and to havaadit committee and a conflicts
committee composed entirely of independent dirsctour Managing Partner will not have an economiierest 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 votidénelection of its directors or other matters
affecting its governance. Accordingly, only thogggons holding limited liability company interesiour Managing Partner will be entitled
to vote in the election or removal of its directays proposed amendments to its charter documems other matters that require approval of
its equity holders. Our Managing Partner's outdtaptmited liability company interests consist@lass A shares, which are entitled to vote
on the election and removal of directors and &leommatters that have not been delegated to threl lndairectors 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 ugmn ¢ompletion of the Reorganization Transactiomsthis offering. See "Management—
Managing Partner Board Structure and Practices—tiBfeand Removal of Directors" and "Security Owingess—Our Managing Partner."

Group Partnerships
Following the Reorganization Transactiaghs, Group Partnerships will consist of the follogikcomponents 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 activitiesiwll as share ratably in the
management, monitoring, transaction and other piatdaes paid by all of our funds, portfolio cormp@s and investment targets and
other amounts paid by our credit strategy funds;
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. controlling and economic interests in the geneaalners of our traditional private equity fundshi@tthan the 1996 Fund and «
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 trengral 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 businesswibaoetain 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 auafe equity funds that will entitle minority ingtors to % of the capital
invested by or on behalf of those general parthefsre the completion of the offering and any prtifereon;

. interests in our management companies and the @graatners of our funds that will entitle a mingrinvestor to % of the net
profits of our management companies and  of #he carried interest received from those gerneagthers with respect to the funds'
investments for a specified 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) ortcohover the KKR Private Equity
Investors master fund. In accordance with GAAP haee included the 1996 Fund and the KKR Privateiti,davestors master fund in our
predecessor combined financial statements, bedmibdunds were under the common control of ouicserincipals and were significant to
our operations during the periods for which higtakfinancial information has been presented is pospectus. KKR Private Equity
Investors consists of an upper tier limited parthay, which we refer to as the feeder fund, thatesaall of its investments through a lower
tier limited partnership, which we refer to as thaster fund, of which it is the sole limited partrigecause we will not control those funds
following the completion of the offering, we wilbhconsolidate them in our financial statementdtiture periods, although we will account
for our economic interest in the KKR Private Equityestors master fund under the equity methodcobanting. For information concerning
the pro forma impact that the elimination or de@didsaition of these entities would have had on dsiohnical predecessor combined financial
statements, please see "Unaudited Pro Forma Faldnformation.”

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 tangilder@angible assets of KKR Management Holdings thBt would not otherwise have been
available. This increase in tax basis may incréfsaax purposes) depreciation and amortizatioh therefore reduce the amount of tax our
intermediate holding company would otherwise baiiregl to pay in the future. This increase in tagi®anay also decrease gain (or increase
loss) on future dispositions of certain capitakés$o the extent tax basis is allocated to thapéal assets. We will enter into a tax receivable
agreement with KKR Holdings requiring our internegdi holding company to pay to KKR
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Holdings or transferees of its Group Partnershipsu85% of the amount of cash savings, if any, i8.Uederal, state and local income tax
the intermediate holding company actually realizess deemed to realize, in the case of an earlpihation 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. See "Certain RelationshipfRkefated Party Transactions—Tax Receivable Agreéikenthe event that other of our
current or future subsidiaries become taxable gsocations and acquire Group Partnership unitheénftiture, or if we become taxable as a
corporation for U.S. federal income tax purposes gwpect that each will become subject to a tagivable agreement with substantially
similar terms.

Other Tax Matters

As discussed in "Material U.S. Federal Tansequences," under existing laws and regulatiangartnership 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 deduafdhe 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 lInaits partner interest. However, our partngrsigreement does not restrict our ability to
take actions that may result in us being treateghaantity taxable as a corporation for U.S. feld@iad applicable state) income tax purposes.
See "Material U.S. Federal Tax Consequences" fomamary discussing certain U.S. federal tax conaims 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 éedcpreclude us from qualifying as a partnersbipgf.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 aldb 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 anyax@ble income of the Group Partnerships. Sultgettte 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 indirectly
allocated % of the net profits and neséssof the Group Partnerships, subject to prigiigtribution rights in favor of our partnership
and our intermediate holding company through as described under "Distribution Policy." Theneéning net profits and net losses will be
allocated to the other holders of Group Partnershits, which will initially consist of KKR Holding. These percentages are subject to
change, including upon an exchange of Group Pattifeunits for our common units and upon issuari@lditional common units by our
partnership.

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 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

62




resident in New York, New York (taking into accotiné non-deductibility of certain expenses andctharacter of the income). If we had
completed the Reorganization Transactions ancbffésing on January 1, 2006, the assumed effettixeate for the year ended
December 31, 2006 would have been approximately. #6portion of any such tax distributions receimdus, net of amounts used by our
subsidiaries to pay their tax liability, will bestliibuted to our unitholders. Such amounts are gdlgeexpected to be sufficient to permit our
U.S. unitholders to fund their estimated U.S. thlgations (including any federal, state and ldnabme taxes) with respect to their
distributive shares of net income or gain, aft&irtg into account any withholding tax imposed on\W& 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 persomwi#lihold equity interests in our business throld)kR Holdings, which will hold the Group
Partnership units not held by us. As a result,éhpdividuals will receive financial benefits fromur business in the form of distributions and
payments received from KKR Holdings and the apptéa 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 ajreggate of restricted common units
under our 2007 Equity Incentive Plan, which restdccommon units will be allocated based on eagbl@me'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 digthtions with respect to their restricted commortsurBee "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 intertstt our existing owners will retain
in the general partners of our private equity fuftllewing the acquisition of general partner irgsts in those entities by the Group
Partnerships, which economic interests will alledatthe existing owners % of the capitabsted by or on behalf of those
general partners before the completion of the ffeand any profits thereon; and
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. the inclusion of no-controlling interests in consolidated entities esggnting the economic interests that a minoritgaer will retain
in the management companies and general partners éfinds following the acquisition of generaltpar or controlling interests in
those entities by the Group Partnerships, whiclmeeic interests will allocate to the minority intes % of the net profits
earned by the management companies and  ftl% oarried interest received by those genendhpes with respect to the funds'
investments, in each case for a specified peridare.

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

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

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

. one or more cash and in-kind distributions thatimtend to make to certain of our existing owneilismto the completion of the
offering, which distributions will consist of subsitially 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 efis full by corresponding credits to our incont&esment attributable to principals’
interests in income of consolidated entities argioincome and will not impact our income befoveetaor net income;

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

. 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 aaratjpn 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,itiddal investor relations expenses, expensesdomtiance with the Sarban&sxley Act anc
new rules implemented by the SEC and the New YtokkKSExchange, and various other costs associatbdeing a public company. We
have not made any pro forma adjustments relatirigetse costs, because estimates of those exparsast abjectively determinable.

This unaudited pro forma financial informatis included for informational purposes only alwes not purport to reflect the results of
operations or financial position that would havewced had the above transactions occurred ondtes dhdicated 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 assumptionseagement believes are reasonable in order #xtefin a pro forma basis, the impact of
the above transactions on the historical finariof@rmation of the KKR Group. You are cautioned tplace 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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Revenues
Fee income

Expenses
Employee compensation and
benefits
Occupancy and related char¢
General, administrative and
other
Fund expense

Total expense
Investment Income
Net gains from investmel
activities
Dividend income
Interest incomi
Interest expens

Total investment incom
Income before non-controllin
and principals' interests in
income of consolidated entitit
and income taxe
Non-controlling interests in
income of consolidated entiti
Principals’ interests in income
of consolidated entitie
Income before taxe
Income taxe:

Net income
Net Income Per Common Un
Basic
Diluted
Weighted Average Common
Units
Basic
Diluted

Unaudited Pro Forma Condensed Consolidated Statemenf Income

Year Ended December 31, 2006

KKR
Group
Combined
Historical

Reorganization
Adjustments

$ 410,32

131,66
19,29¢

78,15¢
38,35(

267,46t

3,105,52;
714,06
210,87:
(29,54)

4,000,92.
4,143,78
3,026,91:

1,116,87.
4,16:

$ 1,112,70!
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KKR Group after
the
Reorganization
Adjustments

($ in thousands)

Other
Adjustments

KKR & Co. L.P.
Consolidated
Pro Forma




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

68




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

69




(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 non-cdfitrg interests in consolidated entities representhe economic interests that our
existing owners will retain in the general partnefreur private equity funds that will be consobieid by the Group Partnerships, wh
economic interests will allocate to our existingnmrs % of the capital invested by obehalf of those general partners before
the completion of the offering and any profits traar. As of March 31, 2007, these non-controllirtgriests were valued at

$ and reduced partners' capital by eesponding amount. For the year ended Decemb&0BE, and the three months ended
March 31, 2007, the inclusion of non-controllingeirests resulted in net charges accounted formsantrolling interests in income
consolidated subsidiaries of $ and $ , respectively, representing amounts okesps and investment income attributable
to the non-controlling interests. The foregoinguatinents resulted in reductions in income beforesaf $ and $ and
reductions in net income of $ and $ for the year ended December 31, 2006 anthtiee months ended March 31, 2007,
respectively.

The adjustments reflect the inclusion of non-cdiitrg interests in consolidated entities represemnthe economic interests that a
minority investor will retain in the management qmmnies and general partners of our consolidatedsfimilowing the acquisition of
interests in those entities by the Group Partnpsshihich economic interests will allocate to thiaanity investor % of the net
profits earned by the management companies and % of the carried interest received by thgseeral partners with respect to the
funds' investments, in each case, for a specifegtbg of time. As of March 31, 2007, these non-odltihg interests were recorded at
$ and reduced partners' capital by eesponding amount. For the year ended Decemb&0BE, and the three months ended
March 31, 2007, the inclusion of non-controllingeirests resulted in net charges accounted for@samtrolling interests in income
consolidated subsidiaries of $ and $ |, respectively, representing amounts ofiieeme, expenses and investment income
attributable to the non-controlling interests. Taeegoing adjustments resulted in reductions imime before taxes of $ and

$ and reductions in netincome of $ and $ for the year ended DecerteR006 and the three months ended
March 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.
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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 is a key performancasuee used by management when making operatingiaiesj assessing performance and
allocating resources. Economic net income repregegttincome
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excluding the impact of income taxes and the impaon-cash employee compensation charges assdeigth equity interests in our
business and charges relating to the amortizafiamangible assets. Because our historical combfmancial statements do not include any
such non-cash employee compensation charges ayesheglating to the amortization of intangible é&sseconomic net income is the
equivalent of income before taxes for the histdneaiods presented. However, amounts of pro foeo@nomic net income for the year ended
December 31, 2006 and the three months ended N84rc2007 include the impact of non-cash employeepamsation charges described in
Note (g) above and, accordingly, are not equivaiemro forma income before tax

The following table presents the adjustrad¢otpro forma income before taxes used to denigdgrma economic net income for the year
ended December 31, 2006 and the three months éhalexth 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. You should read the
following data together with the "Organizationalugture,” "Unaudited Pro Forma Financial Informatio'Management's Discussion and
Analysis of Financial Condition and Results of Ggiiems" and the predecessor combined financiadrstants and related notes included

elsewhere in this prospectus.

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¢ 10,68t¢ 13,53¢ 19,29¢ 6,48 4,62¢
General, administrative and
other 27,31¢ 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 investmel
activities (189,81  2,325,29 3,026,391 2,984,50 3,105,52: 933,40 1,482,05.
Dividend income 12¢ 32,28¢ 14,61: 729,92t 714,06¢ 51,72¢ 19,47:
Interest incomi 11,73( 36,80 54,06( 27,16¢ 210,87: 11,11¢ 68,26¢
Interest expens (299 (239 (5249) (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 incor
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¢ 6,265 2,90( 4,16: 767 627
Net income $ 100,11« $ 479,24¢$ 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:$ 9,701,471 $ 13,369,41 $ 23,292,78

19,24

6,683,04
677,47:

124,33t

7,188,08
829,92

313,67:

8,257,06:
1,130,74.
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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 fumeeistments, which provide 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 vehicle that make primarily colatriented investments in connection with levedafayouts and other similar investment
opportunities. Our private
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equity funds focus on investing in large capital@ma companies, which we believe allows us to ibvesndustry-leading franchises with
global operations, attract world class manageneamhs, deploy large amounts of capital in individuahsactions and optimize amounts of
income that we earn on a per transaction basispfate equity segment had $44.1 billion of assetter management as of March 31, 2007
and generated approximately $1.1 billion and $3&8ilBon of economic net income during the year ethddecember 31, 2006 and the three
months ended March 31, 2007. Though our privatéyefunds focus on investments in equity, they naisp make a small percentage of tl
investments in debt and other asset classes amdghks of such investments are included in thalte of our private equity segment.

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 actively pursu¢ ilelestments 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 strategydfucurrently consist of KKR Financial, a New Y@&@tock Exchange listed finance compa
and the KKR Strategic Capital Funds, consistinthode side-by-side private credit strategy fundsoAMarch 31, 2007, our credit strategy
funds had $2.8 billion of capital, including $1.ibn of permanent capital, and our credit stratégnds currently manage $6.5 billion of
structured finance vehicles. During the year erldedember 31, 2006 and the three months ended N84drck007, our credit segment
generated $34.5 million and $12.6 million of ecomnet income, respectively. Though our credittsgg funds focus on investments in
debt, these funds may also make a small percenfabeir investments in equity and other assetselasnd the results of such investment
included in the results of our credit segment.

Business Environmen

As a global alternative asset manager,n@@fiected by financial and economic conditionthie 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 Ediase and our experience with troubled compaamesdistressed 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 performanceiraddb the investment performance of our competitdhe amount of capital
that we attract and our investment returns direafflgct the level of our assets under managemerithwin 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.

. The strength and liquidity of equity marketStrong equity market conditions enable our privageity funds to increase the
value of and to effect realizations of their pdifa@wompany investments. Equity market conditiols® affect the carried
interest that we receive. In addition, recent ganecreases in stock market prices have madeiiemifficult 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 fingrnbiat is required to complete an acquisition.

. Market volatility. Volatility within the debt and equity markets inases both the opportunities and risks within ogmeents
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 recent market conditions haeatsd a favorable environment for our two repoediisiness segments and our business as
whole. In particular:

. The U.S. economy has grown rapidly and the U.Stalaparkets have seen increased activity andgisiarket indexes during
recent periods, creating a favorable environmenirfaking private equity investments and growing egalizing value from
such investments, as well as for the expansiomuo€tiedit activities. We have also successfullynided and capitalized on
opportunities to expand into Europe, Asia and elsre where trends have been favorable for invegtraad we continue to
identify what we believe to be attractive opporti@s in new markets globally.

. Institutions and other investors have increaseil tagital allocations to the alternative asset aggament industry. As a leader
in this industry, we have been and expect to caetio be able to attract a significant amount of nepital for our funds. In
addition, we believe that strong capital flowste &lternative asset sector have played, and aiilicue to play, an important
role in our new business initiatives, including capital markets initiative.

. The U.S. and other debt markets have been pantigsiong during recent years, contributing to ahility to finance portfoli
company acquisitions at attractive rates, at attradeverage ratios and on attractive terms. lditézh, historically low interest
rates and tight credit spreads during recent yieare enhanced the ability of our credit strategydéuto employ leverage to
increase investment returns. While current benchnmaerest rates and credit spreads remain negrtlerm historical lows,
increases in rates and spreads could have a nedgafdact on our returns as the incremental cashriéguired to service debt
would reduce cash flow available to investors infomds and could lead to higher equity contributiequirements by our ful
investors to effect future transactions. A redutiioleverage ratios or more restrictive covenanis other credit terms could
also negatively impact our business.

. The allocation of capital to the alternative assahagement industry depends in part on the perfacenaf alternative assets
relative to other asset classes. The primary msuikewvhich we conduct our business have experieralatively 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."
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Legal and Regulatory Environmer

Members of the U.S. Congress have introdilegislation that would, if enacted, preclude nasrf qualifying for treatment as a
partnership for U.S. federal income tax purposateuthe rules governing publicly traded partnerskipd 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 talility, which could result in a reduction in thielue of our common units. See "Risk
Factors—Risks Related to Our Business—Legislatambieen introduced that would, if enacted, prelsiffom 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 cousult in a reduction in the value of our commortsuhi

Becoming a Public Compan

As a privately owned firm, we have congiffieapproached the management of our business@anittivestments with the goal of
creating and realizing value over the long termthBo building and expanding our business and terdaning 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 @amies are earned pursuant to multi-year contrattier 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 investomsftoence 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 finaratetements 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 Tramsast the completion of this offering or other tethtransactions. Because the legal entities
that comprise the KKR Group are under the commanrtrobof our senior principals and will be undee tommon control of our senior
principals following the completion of the Reorgaation Transactions, we will account for the Reaigation Transactions and this offering
as a transfer of interests under common contratoAdingly, we will carry forward into our combindidancial statements the value of assets,
liabilities and non-controlling interests in thendoined entities recognized in the KKR Group's histd combined financial statements,
except 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,fmencial 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:
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we will deconsolidate both the 1996 Fund and tm&'&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 §eréral partner instead under the equity meth@todunting (which
accounting treatment will not impact our consoléthhet income or partners' capital), because tbesiPartnerships will
acquire an economic (but not controlling) partmeeiest in the master fund general partner;

we will include non-controlling interests in consialted entities representing the economic intetéstsour existing owners
will retain in the general partners of our consalet! private equity funds following the acquisitimigeneral partner interests
in those entities by the Group Partnerships, wbitdnomic 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 psofinereon;

we will include noneontrolling interests in consolidated entities eanting the economic interests that a minoritgser will
retain in the management companies and generalgoardf our consolidated funds following the acijjis of general partner
or controlling interests in those entities by the@ Partnerships, which economic interests witicate to the minority
investor % of the net profits earned by thanagement companies and % of the danierest received by those
general partners with respect to the funds' invests in each case 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 representthg Group Partnership units that KKR Holdings Wwitld in the Group
Partnerships, which principals' interests will alite to KKR Holdings % of the equity iretGroup Partnerships upon
completion of this offering, assuming the underarstdo 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 prgpErthe 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 @urome statement
attributable to principals' interests in consol@hentities 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

we will record a provision for corporate incomedason the income of our intermediate holding corgpaich will indirectly
hold our interest in the management companiesdofunds and our capital markets companies andosilaxable as a
corporation for U.S. federal income tax purposes.

Due to the differences described aboveptbdecessor combined financial statements antkdefastorical data included in this
prospectus are not necessarily representativerditure results of operations and financial coiodit To provide additional information
illustrating the impact that the changes descrisalve will have on our results of operations andritial 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 efifect to the
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Reorganization Transactions, this offering andtegldransactions as if such transactions had cedum January 1, 2006 for purposes of the
unaudited pro forma statement of income data ard Btarch 31, 2007 for purposes of the unauditedfprma statement of financial
condition. Such information has been presentethformational purposes only and does not purpoprésent the results of operations or
financial condition that we would have achievethifse transactions had occurred on such datesiowghmay achieve in the future. See
"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 nemdf our funds are consolidated in our predecessmbined financial statements
notwithstanding the fact we hold only a minoritypromic interest in those funds. In particular, vaeénconsolidated (i) those entities in
which our predecessor, through the ownership isteraf 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 ofenior principals, held a general partner or mangagiember 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 enablentite 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 StrateCapital Funds. See "Unaudited Pro Forma Finaeiaimation.” In addition, because we
expect to continue to maintain a controlling ingtri@ funds that we sponsor and manage, we expectisolidate 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, liabilitesenues, 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 camekli financial statements. Substantially all ofrenagement fees and certain other amounts
that we earn from the consolidated fund are eliteithian combination. However, because those amaurtsarned 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 impattter aspects of our financial statement presemtatiecause the assets, liabilities, income
and expense of the consolidated funds are refleniaalgross basis while the allocable share oktlosounts that are attributable to non-
controlling interest holders are reflected as grigle items on our statement of financial conditfoon-controlling interests in consolidated
entities) and in our statement of income (non-adlitig interests in income of consolidated entities

Segment Result

We present the results of our two repogdiisiness segments in accordance with Statem&imanfcial Accounting Standards No. 131,
"Disclosures about Segments of an Enterprise atatdrelnformation." This standard is based on aagament approach, which requires
segment presentation based on internal organizatidrthe internal financial reporting used by mamagnt to make operating

82




decisions, assess performance and allocate reso@ae management makes operating decisions, assgsgormance and allocates
resources based on financial and operating datan@agures that are presented without giving eféettte consolidation of any of the funds
that we manage. As a result, unlike the reportingur predecessor combined financial statementssegment reporting does not give effect
to the consolidation of our funds. The deconsoiaabf our funds in our segment reporting resuitthie inclusion in fee income of
management fees that would otherwise be eliminatednsolidation, the elimination of investmentonte and expense that is attributable to
non-controlling interests held by third-party fuingestors and the elimination of corresponding gharand credits that we account for as non:
controlling interests in the income of consolidagadities. See "—Combined Results—Impact of thegdtidation of Our Funds on Our
Financial Presentation" and "—Key Operating anddParance Measures—Segment Operating and Perforntzaroéngs.”

Key Financial Measures
Revenues
Fee Income

Our combined fee income consists primafljransaction and monitoring fees that we recéiom 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 cargtaetms of the management and other
agreements that we enter into with the applicalohel$ and portfolio companies. For a descriptiothe§e management and other agreements
see "Business."

Our combined fee income does not inclugentianagement fees that we charge our consolidateid fbecause those fees are eliminated
in consolidation as transactions between conse@llantities. However, because those managemenaffeesrned from, and funded by, third-
party fund investors who hold non-controlling irgsts in the consolidated funds, our allocable sbhtiee 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 ltimate amount of income before taxes,
net income, or partners' capital that we recogimzmir combined financial statements.

Expenses
Employee Compensation and Benefits Exp

Our employee compensation and benefitsresgphistorically has consisted primarily of thetcaalaries and bonuses that we have paid
personnel who are not senior principals. Because@upensation arrangements with those individbalg 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 emplogegensation and benefits expense is not bornaryifivestors and are not offset by
credits attributable to our fund investors' non+colfing interests in our consolidated funds.

Unlike our other personnel, our senior @ipals 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 sxfpreour 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 receivesfitial benefits from
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our business in the form of distributions and paytaeeceived from KKR Holdings and the appreciatiothe value of the Group Partnership
units that KKR Holdings owns. The Group Partnershijfis held by KKR Holdings will be subject to ajgalble transfer restrictions, and will
not be exchangeable for our common 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 tither@gpect to the vesting of interests in KKR Hoidi 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 consolidatedterst and other income and, as a result, will ngtact our income before taxes, our net
income or amounts that are available for distrinutio our unitholders. See "Principals’ Interests in the Income of ConsoliddEetities" 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 asyarsiwell 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 elatpenses; communications and information seryviesreciation 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 qasi 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 gstor relations expenses, expenses for compliaithelve Sarbanes-Oxley Act of 2002 and
rules of the Securities and Exchange Commissionttamtlew York Stock Exchange, and various othetscassociated with 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, profesdisembnd research costs) and costs relating tingobur 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 equitgriests in our publicly listed credit strategy fuK&KR Financial, are not included as
investment income. When the equity interests Vyestiever, we include the interests as investmentsuostatement of financial condition ¢
thereafter recognize investment income or loss weipect to changes in their fair value and aniddiwds or distributions paid thereon. See
"Business—Credit—KKR Financial."
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Net Gains from Investment Activiti

Our net gains from investment activitieasist primarily of the unrealized and realized gand losses on investments that are made by
our funds. Unrealized gains or losses result frbanges in the fair value of these investments duaiperiod. Upon disposition of an
investment, previously recognized unrealized gamssses are reversed and an offsetting realiagday loss is recognized in the current
period. While this reversal does not affect the ant@f net gains that we recognize from investnaetiities, 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 readilyjedl@imarket 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 partidseothan 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 fromhadoigingle estimate may be derived. When
making fair value determinations, we typically @smarket multiples approach that considers a spddihancial measure (such as EBITDA)
or a discounted cash flow or liquidation analyg¥& also consider a range of additional factorsweatleem relevant, including the price at
which the investment was acquired, the nature efrilestment (such as whether it is a controllirigriest), local market conditions, market
prices for comparable securities and financingsaations and internal models that consider thesotiand expected operating performance
and cash flows of the company in which the invesitmeas 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 goitl ésing the valuation methodologies describedrab8ince December 31, 2005, our
valuations of those investments have been reviemea quarterly basis by Duff & Phelps, LLC, ourépéndent valuation firm, who has
provided us with third-party valuation assistanselascribed elsewhere in this prospectus. Ourrd@tations of the fair values of these
investments may differ materially from the valueattwould have resulted if readily available mankétes had existed. Additional external
factors may cause those values, and the valueses$tments for which readily observable marketgwriexist, to increase or decrease over
time, which may create volatility in our net incoued the amounts of assets and partners' capdtialvinreport from time to time. See "Risk
Factors—Risks Relating to the Investments We Manragaluation methodologies for certain assets infands can be subject to significant
subjectivity and the fair value of assets establispursuant to such methodologies may never beedalvhich could result in significant
losses for our funds" and "—Critical Accounting ie@s—Fair Value of Investments."

Dividend Income

Our dividend income consists primarily loé tdividends 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 sigaiiit portfolio company transactions. Our dividemcbime has increased substantially in
recent periods as a result of distributions byprtfolio companies following such dispositionsobher transactions.

Interest Incom:

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

Our interest expense consists primarilintérest that is payable by our funds or their gelngartners in connection with indebtedness
that they incur to finance investments. A significportion of our interest expense relates to lterg: indebtedness that is used by our credit
strategy funds to leverage their investments. Tdlarnze of this expense consists of shemn 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 leveraghercapital structures of our portfolio companiekiph 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-controllingnests, is reflected in our net income. Becaussubstantial majority of our funds are
consolidated and because we hold only a minoribnemic interest in our funds' investments, ourcalie 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 entitiesdogifin income tax purposes. Because most of thigesrin 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 inatliteeour predecessor combined financial statemametsittributable 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 purposets 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 foreign
income taxes, as the case may be. In additionntermediate holding company will be subject toitiddal entity-level taxes that will 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 financiatesteents. The allocable share of income and expetriisutable 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 inaunsolidated funds, which economic interests atlt#o the fund investors
approximately 85% of our combined total assetsfddasch 31,
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2007 and resulted in approximately $1.2 billion &7d@7 million of net charges in our statementsxabme during the three
months ended March 31, 2007 and 2006, respectiaaly;

. an interest in the management company for our tsé@itegy funds that currently allocates 35% efitlet income of that
management company to other members of that mareagerompany.

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

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

. the 35% interest that other members of the managiecoenpany of our credit strategy funds will haidthe management
company for our credit strategy funds as descriime;

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

. interests in our management companies and gerataleps of our consolidated funds that will entétlminority investor
to % of the net income earned by the mamsgnt companies and % of the carriedéstaeceived by the general

partners, in each case with respect to the fundestments for a specified period of time.
Principals' Interests in the Income of ConsolidaEattities

In addition to the non-controlling interes consolidated entities described above, ounrcjpals will retain substantial economic
interests in our business following the completéthis offering through KKR Holdings' ownership @foup Partnership units. Assuming
that the underwriters do not exercise their optpurchase additional common units from us, thetszests will represent
approximately % of our total assets thatret allocable to holders of non-controlling iet&ts upon completion of the offering. We will
account for these interests in the same mannemhaiccount for non-controlling interests in cordatied entities that are held by unaffiliated
third parties, except that our principals' intesasill be classified separately for financial refooy purposes in order to provide investors with
a more meaningful financial presentation. See "Uitad Pro Forma Financial Information.”

Key Operating and Performance Measures

The alternative asset management busis&ssniplex and unusual in its ability to supportidagowth without requiring substantial
capital investment. However, there may also betiityaassociated with the net income and cash fdvalternative asset managers as a result
of changes in market conditions and other factescdbed in this prospectus. In order to assessramitor the effectiveness of our value
creation strategies and operating performance,ave Heveloped and use the following supplementalading 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 investnaetivities.

Assets Under Manageme|

Our assets under management represenssheésavith respect to which we are entitled toiveca fee or carried interest. We calculate
the amount of assets under management as of amasléte sum of;
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(i) the fair value of the investments of our traatial private equity funds and our carry-payingimeestment vehicles plus the capital that we
are entitled to call from investors in our traditid private equity funds with respect to their urdad capital commitments; (ii) the NAV of
KKR Private Equity Investors and the KKR Strate@apital Funds; (iii) the equity of KKR Financiaha (iv) the capital raised by structured
finance vehicles that we manage. As a result sfirginew funds with sizeable capital commitment iacreases in the NAV of our
permanent capital funds and their retained prafiis,assets under management have increased cagnigi over the periods discussed below.

Segment Operating and Performance Measu
Fee Related Earninc

Fee related earnings is a profit measuatistreported by our two reportable business satgn&he difference between fee related
earnings and income before taxes presented indacoe 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 consistprily of the management, transaction
monitoring fees that we earn as the sponsor opduate 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 pexdoce measure used by management when makingiogetatisions, assessing operating
performance and allocating resources. Economi@meetne represents net income excluding the implicicome taxes and the impact of
non-cash employee compensation charges. Becaugeanlgcessor combined financial statements dawehide any non-cash employee
benefits and compensation charges, economic netiads the equivalent of income before taxes ferttistorical periods presented. See
"Unaudited Pro Forma Financial Information."

Private Equity Dollars Investe

Private equity dollars invested is the agate amount of capital invested by our privatdtgdunds and carry-paying co-investment
vehicles in private equity transactions during@oréing period. Such amounts include both capibaltticbuted by fund investors and carry-
paying comnvestment vehicles with respect to which we atéled to a carried interest and capital contrillubtg us as the general partner:
private equity fund with respect to which we arétid to profits generated on the invested capiabm our inception through March 31,
2007, our first ten traditional private equity fun@epresenting all of our private equity fundg thave invested at least 30 months) achieved
returns equal to 2.7x the amount of private eqddtjars invested.

Combined Results of Operations

The following is a discussion of our preglesor 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 discussidhe factors that affected the results of operetiof our two business segments in these
periods, see "—Segment Analysis."
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The following tables set forth informatisegarding our combined results of operations fentbars 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 3,026,39! 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 (1,366 (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 taxi 3,143,96I 3,805,55: 4,143,78! 1,038,88:! 1,542,70
Non-controlling interests in incon
of consolidated entitie 2,364,30! 2,861,18! 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° $ 1,112,700 $ 260,61¢ $ 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 thmaenths ended March 31, 2007, a decrease of $24li6rmor 26.6%, from the three months
ended March 31, 2006. The decrease was primaréytaa $30.4 million decrease in transaction fegsel in our private equity segment,
which resulted from fewer transactions closed dytire first quarter of 2007 compared to the fitshiger of 2006. The effect of this decrease
was offset, in part, by a $8.9 million increasé¢tia base management and incentive fees earned anemiit segment during the three months
ended March 31, 2007, which was due to an incrieetdee amount of our credit strategy funds' asgsetler management and the positive
performance of the credit strategy funds' investsien
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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 openings exphnsions of offices occurring after March 31,&0hd a $12.0 million increase in fund
expenses, which resulted from expenses incurredrprivate equity segment in connection with tleeement of limited partners in
connection with newly formed funds.

Net Gains from Investment Activiti

Net gains from investment activities weteS$billion 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 our
private equity investments. While we recognized232nillion of realized gains from the sale of i equity investments, which positively
impacted our cash flow during the three months éndarch 31, 2007, a corresponding amount of urzedlgains on those investments had
been recognized in prior periods resulting in nbimgact on net gains from investment activitiestfe current period from these realizatic

Dividend Income

Dividend income was $19.5 million for thede months ended March 31, 2007, a decrease @& $8ion, or 62.4%, from the three
months ended March 31, 2006. Dividend income waatgr during the three months ended March 31, 28G6result of increased dividends
received from portfolio companies in our privataigg segment during the period in connection wikes of significant operations or other
restructuring transactions completed by our padfobmpanies during the three months ended Marc2@16.

Interest Incom:

Interest income was $68.3 million for these months ended March 31, 2007, an increase7o $8illion from the three months ended
March 31, 2006. The increase primarily reflects.838illion of interest earned from cash managenraetitities carried out by our private
equity-oriented permanent capital fund, which begpaerations 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 duentinarease 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 monthsesh#larch 31, 2006. The increase primarily reflectsncrease in the total investment
income that was allocable to non-controlling insgésewhich increase was driven by the overall cbarig the components of investment
income described above.
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Income before Taxe

Due to the factors described above, incbefere taxes was $381.5 for the three months ektdedh 31, 2007, an increase of
$120.2 million, or 46.0%, from the three monthsesharch 31, 2006.

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

Fee income was $410.3 million for the yeatled December 31, 2006, an increase of $177.ibmitir 76.1%, from the year ended
December 31, 2005. The increase was primarily due®128.1 million increase in the transaction fegsied in our private equity segment,
which resulted from increased transaction actiaitg larger transaction sizes, and a $18.5 millienease in monitoring fees earned in our
private equity segment, which was attributableh®sdcquisition by our private equity funds of newtfolio companies during the period. Our
fee income was also positively affected by a $3@il8on increase in the base management and trenthe fees earned in our credit segrr
which was due to an increase in the amount of mditstrategy funds' assets under managemenhambsitive performance of the credit
strategy funds' investments.

Expense:

Expenses were $267.5 million for the yaatezl December 31, 2006, an increase of $99.1 milbo58.9%, 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 compé@msgiaid to existing personnel reflecting our feakde financial performance and the hiring
of additional personnel to support the growth af lbbusiness segments and our continued geograghipahsion. All other expense catego
collectively increased by $47.2 million as a resiilthe growth of our business, including openiagd expansions of offices.

Net Gains from Investment Activiti

Net gains from investment activities we81billion for the year ended December 31, 2006narease of $121.0 million, or 4.1%, fr(
the year ended December 31, 2005. The increasenwaarily attributable to unrealized appreciatiartlie value of our private equity
investments. While we recognized $3.2 billion dilized gains from the sale of private equity inwestts that positively impacted our cash
flow during the year ended December 31, 2006 asponding amount of unrealized gains on those imargs had been recognized in prior
periods resulting in no net impact on income far ¢arrent period from these realizations.

Dividend Income

Dividend income was $714.1 million for tear ended December 31, 2006, a decrease of $1chnor 2.2%, from the year ended
December 31, 2005. The decrease was primarilya@aelecrease in dividends received from portfalimpanies in our private equity
segment in connection with sales of significantrapiens or other restructuring transactions conegldty two of our portfolio companies
during the year ended December 31, 2006.

Interest Incom

Interest income was $210.9 million for tlear ended December 31, 2006, an increase of $18Bign 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,aliHbegan operations in May 2006, and to a lesgenea $25.2 million increase in interest
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income earned in our credit segment that was ataiide to an increase in the amount of assets undeagement.
Interest Expens

Interest expense was $29.5 million forytkar 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 mamsgémour 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 Decengi, 2005. The increase primarily reflects amaase in the total investment income
that was allocable to non-controlling interestsjolilincrease was driven by the overall changekéncomponents 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@bdls of December 31, 2006, an increase of $20i&nh or 87.9%, from December 31,
2005. The increase was due primarily to our fororatf the 2006 Fund, which received $16.1 billidreapital 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 $01bdwi of capital commitments from investors. Additally, the total capital of structured
finance vehicles that we manage increased by $llidhbOur assets under management were alsoipelyitaffected 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 yeaded December 31, 2005, an increase of $49.5miliir 27.0%, from the year ended
December 31, 2004. The increase was partially dae$19.6 million increase in the monitoring feamed in our private equity segment,
which resulted from the acquisition by our privatpiity funds of new portfolio companies during gegiod. Our reported fee income was
also positively affected by a approximately $29i0iom increase in the base management and thenfiveefees earned in our credit segment,
which was due to an increase in the amount of mditstrategy assets under management and thievpgsgrformance of the funds'
investments.

Expense:

Expenses were $168.3 million for the yaatezl 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 compensagidich to existing personnel reflecting our favoeatihancial performance and the hiring of
additional personnel to support the growth of ausibess segments and our continued geographical
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expansion. All other expense categories collegtiimreased by $42.5 million as a result of thendhoof our business, including office
openings and expansions primarily in London anddi€ang.

Net Gains from Investment Activiti

Net gains from investment activities weBeO$billion for the year ended December 31, 200de@ease of $41.9 million, or 1.4%, from
the year ended December 31, 2004. The decreast gaims from investment activities was due paytial the fact that that a significant
number of the investments that we held during teer ynded December 31, 2005 had only recently imegie and, accordingly, were still
carried at cost. While we recognized approxima$dly6 billion of realized gains from the sale ofvaite equity investments that positively
impacted our cash flow during the year ended Deeer8b, 2005, a corresponding amount of unrealizédsgon those investments that had
been recognized in prior periods resulting in nbimgact on our income for the current period friitase realizations.

Dividend Income

Dividend income was $729.9 million for thear ended December 31, 2005, an increase of $#iiBi@ from $14.6 million for year
ended December 31, 2004. The increase in the anodditidend income was due to an increase in @indb received from portfolio
companies in our private equity segment in conoaatiith sales of significant operations or othestmecturing transactions completed by
three of our portfolio companies during the yeateshDecember 31, 2005 and reflects favorable bssioenditions and overall growth in ¢
portfolio companies' revenues and profits.

Interest Incom

Interest income was $27.2 million for treay ended December 31, 2005, a decrease of $2lichpor 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 amaase in the total investment income
allocable to non-controlling interests, which irese was driven by the overall changes in the comtsrof 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.

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 $5.6dnilof capital commitments from fund
investors, and a $3.4 billion increase in the valithe investments of our traditional private egdiunds, which offset $3.6 billion of
distributions of realized value from those fundsir @ssets under management were also positively

93




affected during the period by the initial publideafng of KKR Financial, which raised $0.8 billiarf additional permanent capital for our
credit segment, and $2.0 billion of capital raibgdstructured 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 conjumctigth 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,&8D2006 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¢ $ 117,28¢
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: 935,13¢ 227,07¢ 322,68

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

Non-controlling interests in
income of consolidated entiti — — — — —

Economic net incom $ 776,76« $ 927.82( % 1,082,321 $ 255,70¢ $ 368,97:

Assets under management (peri
end) $ 14,391,30 $ 19,696,60 $ 38,722,70 $ 44,145,50
Private equity dollars investe $ 2,065,60: $ 291342 $ 6,661,69 $ 1,748,60:

Three months ended March 31, 2007 Compared to Thmenths ended March 31, 2006
Fee Incom

Fee income in our private equity segmerd $4&17.3 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 tHosing of those funds during the second quaift2006. The inclusion of these
additional fees more than offset a $30.4 decreaimmsaction fees, which resulted from fewer tations closed during the first quarter of
2007 compared to the first quarter of 2006.
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Expense:

Expenses in our private equity segment 8&fe0 million for the three months ended MarchZ1]7, 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 openings and expansions of offamsirring after March 31, 2006, and an
increase of $11.5 in fund expenses, which restitted expenses incurred in connection with the piaest of limited partner interests.

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 to thetefféncreases in our allocated share of
net gains from investment activities and interesbime earned by our private equity funds, offsed loycrease in allocated share of dividend
income in the three months ended March 31, 2007eoed with March 31, 2006.

Economic Net Incom

Due to the factors described above, ecoooit income in our private equity segment was &B8llion 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 incredieeted an increase in the average enterprise vd the companies that we acquired.
As of March 31, 2007, our traditional private egditnds had $16.8 billion of remaining unused cambmmitments that could be called for
investment in new private equity commitments.

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. fidredse was primarily due to a $62.0 million inseeln transaction fees, which resulted
from increased transaction activity and largergeanion sizes. Our segment fee income was alstiygiaffected by a $78.7 million
increase in the management fees earned from owatprequity funds, which was due to an increaskeramount of assets under managet
resulting from the formation of the 2006 Fund dgrihe year and the fact that we received a fult péananagement fees from the European
Fund Il, which closed during the fourth quarte260D5.

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
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increase in the amount of incentive compensatida feeexisting personnel reflecting our favorablehcial performance, and the hiring of
additional personnel to support the growth of aivgie equity segment and our continued geographiqaansion. Other expense categories
collectively increased by $27.6 million as a restiithe growth of our business, including officeeamgs and expansions primarily in Lond
Tokyo and Hong Kong as well as an increase in #etion related expenses reflecting increased tctiosaactivity.

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 Decer8tie2006, an increase of $70.3 million,
or 8.1%, from the year ended December 31, 2005ifdrease was due to the effect of increases iralbacated share of net gains from
investment activities, dividend income and inteiesbme earned by our private equity funds, offtgebur 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%, fitv@ 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
96.6%, 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,ahhprovided 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 billiondistributions 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 commitmettat were uncalled as of
December 31, 2005.

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. drease was primarily due to a $40.1 million inseein the amount of management fees
earned from our private equity funds, which incesags due to an increase in the amount of assdés umanagement resulting from the
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formation of the European Fund Il during the y8drese increases were offset by an overall decindsgnsaction fees resulting from sma
transaction sizes reflecting decreased transaatitimity.

Expense:

Expenses in our private equity segment \8&89.1 million for the year ended December 31 52@d increase of $19.4 million, or
16.2%, from the year ended December 31, 2004. Adredase was primarily due to an increase in gea@dhdministrative expenses of
approximately $14.4 million, which was attributabdethe growth of our business, including officeenjngs and expansions primarily in
London and Hong Kong as well as an increase irs#retion related expenses reflecting increaseddcting activity.

Fee Related Earning

Due to the factors described above, feedlearnings in our private equity segment weBGbfillion 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 Delsen81, 2004. The increase was due to the effestbihcreases in our allocated share of
dividend income, interest income and mark-to-maskgtistments on foreign exchange forward contr&tsed by our funds, offset by our
allocated share of decreases in net gains fronstment activities.

Economic Net Incom

Due to the factors described above, ecoooet income in our private equity segment was $&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 wapdorily to our formation of the European Fungwhich received $5.5 billion of
capital commitments from fund investors, and a $8l#n increase in the value of the investmerftewr traditional private equity funds,
which offset $3.6 billion of distributions of readéid 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 capitehmitments 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«
Assets under management (period € $ 754,500 $ 3,614,26. $ 5,140,90! $ 9,272,701

Q) Non-controlling interests represent the intereat dither members of the management company focredit strategy funds have in
that management company's net income.

Three months ended March 31, 2007 Compared to Thmemnths ended March 31, 2006
Fee Incom

Fee income in our credit segment was $&iillion for the three months ended March 31, 2GVincrease of $11.7 million, or 75.3%,
from the three months ended March 31, 2006. Thease was primarily due to increased assets undeagement resulting from the
formation of the KKR Strategic Capital Funds durthg fourth quarter of 2006 and increased inceriges earned from the favorable
performance of KKR Financial.

Expense:

Expenses in our credit segment were $9libmior the three months ended March 31, 2007inarease of $3.4 million, or 58.0%, from
the three months ended March 31, 2006. The incwaserimarily due to an increase in employee corsgéon and benefits, which was
attributable to an increase in the amount of ingertompensation paid to existing personnel refigobur favorable financial performance,
and the hiring of additional personnel to supploetgrowth of our credit segment.

Fee Related Earninc

Due to the factors described above, feseadlearnings 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 post-vesting return on equity interests in KKiRancial that we were allocated as the fund maregempensation for management
activities.

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 memberseofitatnagement company for our credit strategy funtish increase was driven by the
overall changes in the components of investmemtnmedescribed above.

Economic Net Incom

Due to the factors described above, ecoooit income in our credit segment was $12.6 milfir the three months ended March 31,
2007, an increase of $6.9 million, or 121.7%, fribva three months ended March 31, 2006.

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

Fee income in our credit segment was $80libn 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 increased assets under managemasuiting from the formation of the
KKR Strategic Capital Funds during the year endeddmnber 31, 2006 and increased incentive feesck&noma the favorable performance of
KKR Financial 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, which was
attributable to an increase in the amount of ingertompensation paid to existing personnel refigobur favorable financial performance,
and the hiring of additional personnel to supploetgrowth 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 wagrinarily to the pos-vesting return on equity interests in KKR Finahdat we were
allocated as the fund manager's compensation foageanent activities.
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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 printréyto increased assets under management resuttindKR Financial commencing
significant business activity during the year enBeg¢ember 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 printréyto increases in employee compensation anditsermehich was attributable to an
increase in the amount of incentive compensatidd joeexisting personnel reflecting our favorabifehcial performance and the hiring of
additional personnel to support the growth of aedd 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, or 364.6%, from tleaiyended December 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 infiiathlic offering of KKR Financial, which raised 8illion of additional permanent capital,
and $2.0 billion of additional capital that we &dsin structured finance vehicles.

Liquidity and Capital Resources
Historical Liquidity and Capital Resource

We require capital to fund investmentswgour business and support our working capital irequents. Historically, we have funded
investments using the capital resources of outiagi®wners,
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capital committed by our fund investors and inddbéss incurred by our credit strategy funds orpoutfolio companies. We generally have
used the capital resources of our existing ownedsagcumulated net income from our business aetvib fund our working capital
requirements and to support our new business amwdtlginitiatives.

Our combined statements of cash flows elthe 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 periodiected 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 consolidifteds has significantly increased their cash fi@md, in turn, has been the primary cause of
the increase in the gross cash flows that areateffein 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 indebtedag(iv) generating cash flows through the realmadf investments; and (v) distributing
cash flows from the realization of investmentsunod investors. Because our consolidated fundseatet 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 initiaivand (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 availabderowing 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 afiroconsolidated funds; (ii) the realized and urireal 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 distiifupolicy. However, adjusted cash flow from opinmag should not be considered in
isolation or as an alternative to cash flow fronem@ions or income before taxes presented in aaoceiwith GAAP.
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The following table presents a reconcitiatof 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 $ 1,799,760 $ (106,449 $ (5,531,14) $ 390,58: $ (593,269
Change in operating assets and liabilities (141,59) 154,22: 2,179,94! 189,96( (584,48.)
KKR Funds related investment activiti (1,560,77}) 763,35: 4,369,23! (484,13¢) 1,224,30!
Net realized gains on investmel 2,932,80:; 1,567,31; 3,244,93. 1,651,341 417,99
Change in unrealized (gains) losses on

investments allocable to n-controlling interest 37,18¢ 1,142,481 (143,24) (566,99)) 844,69!
Non-controlling interests in income of

consolidated entities (2,364,30) (2,861,181 (3,026,91) (777,50%) (1,161,16))
Other non-cash adjustments 13,89¢ 7,022 16,06: 8,30¢ 13,47
Adjusted cash flow from operations $ 716,97t $ 666,75¢ $ 1,108,87. $ 411,55¢ $ 161,55¢

Net Cash Flow Provided by (Used in) Operating Ati&s

Our net cash flow provided by (used in)ragiag activities was $(5.5) billion, $(106) miliicand $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 $#lidn, $763 million and $1.56 billion during thears ended December 31, 2006, 2005,
2004, respectively, (ii) net realized gains on stweents of the consolidated funds of $3.2 billi®h,6 billion and $2.9 billion during the years
ended December 31, 2006, 2005 and 2004, respsgtara (iii) non-controlling interests in incomeadnsolidated entities of $3.0 billion,
$2.9 billion and $2.4 billion during the years edd2ecember 31, 2006, 2005 and 2004, respectivblgsd amounts are reflected as operating
activities in accordance with investment compargoaating.

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.

Net Cash Flow Provided by (Used in) Financing Atitg

Our net cash flow (used in) provided byafining activities was $5.7 billion, $134 milliomda$(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, $300 milliand $(1.3) billion during the years ended Decerlie 2006, 2005, and 2004, (ii) meeting
net capital requirements of our consolidated furd®699.4 , $249.4 million, and $0 for the yeardeshDecember 31, 2006, 2005 and 2004,
respectively, and (iii) distributions to, net ofntobutions by, our equity holders of $(796) mitiids(415) million and $(442) million during
the years ended December 31, 2006, 2005 and 2&kctively.

Future Sources of Cash and Liquidity Needs
Liquidity Need:s

We expect that our primary liquidity need# consist of cash required to (i) continue t@grour asset management business, including
funding capital commitments that we make, as gémpendner, to
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our funds; (ii) finance our new business initiaiyancluding any net capital requirements of oyited markets companies; (iii) fund our cash
operating expenses, including cash salaries anddesrof employees; (iv) pay amounts that may bechreainder our tax receivable
agreement with KKR Holdings; and (v) fund distrilouts to our unitholders and holders of Group Pastmg units in accordance with our
distribution policy. See "Distribution Policy." Weelieve that the sources of liquidity describedbelill be sufficient to fund our working
capital requirements for the next 12 months.

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¢

In addition to the above capital commitnsemte have entered into an investment agreemehtkidR Private Equity Investors, our
private equity oriented permanent capital vehiglegsuant to which we have agreed to periodicalbuae limited partner interests in the fund
in an amount equal to 25% of the pre-tax distritmaion the fund's investments that are allocated twr our 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.

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 Partnershfp(together with corresponding special voting yrfits our common units on a one-for-
one basis, subject to customary conversion ratgstdgnts for splits, unit distributions and redfésstions. We will also enter into a tax
receivables agreement with KKR Holdings or certeamsferees of its Group Partnership units pursteawhich our subsidiaries, in particular
our intermediate holding company, will be requitegpbay 85% of the amount of cash savings, if amyJ.iS. federal, state and local income
taxes that it realizes as a result of increaséisdarnax basis of certain of the assets of our didrsés arising from any exchanges of Group
Partnership units for our common units. See "CeifR@lationships and Related Party Transactions—Reeivable Agreement." This
payment obligation will be an obligation of our sidharies and not of either Group Partnership. Witk actual increase in tax basis and
amount and timing of any payments under our tagivables agreement will vary depending upon a nurabfctors, including the timing «
exchanges, the price of our common units at the tifrthe exchange, the extent to which such exdwmage taxable and the amount and
timing of our taxable income, we expect that assalt of the size of the increases in the tax bafdise tangible and intangible assets of the
Group Partnerships, the payments that we may hereshito make could be substantial.

We intend to make quarterly cash distritmgito 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 odgreements or to provide for future distributicm®ur unitholders for any one or more of
the ensuing four quarters. Our distribution polieflects our belief that distributing substantialy of our adjusted cash flow from operations
will provide transparency for
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our unitholders and impose on us an investmentpdiise with respect to the businesses and stradebet 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-controllinterests in consolidated funds; and (iii) changesurr operating 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.

Sources of Cash

Our initial source of cash will consistthé net proceeds that we receive from this offefBagsed on the midpoint of the price range set
forth on the cover page of this prospectus, weredg that we will receive approximately $ of net proceeds from this offering after
deducting estimated underwriting discounts androffeexpenses, or $ if the underwritersrebse 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 etdexith our funds and portfolio
companies; (ii) gains on investments that are atkxt 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 thigatve of increasing our available capital.

In addition, as a public company, we intémdse leverage to create the most efficient ahgitucture for our partnership and our public
unitholders. In furtherance of this objective, weend to enter into a revolving credit facility twvibne 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 offering, because vedidéve that the net proceeds that we will
receive from this offering will initially providesuwith the principal source of financing for oursiness. This strategy may change, however,
depending on our liquidity requirements.

Contractual Obligations, Commitments and Contingenies

In the ordinary course of our businessawe our consolidated funds enter into contractrrangements that may require future cash
payments. The following table sets forth informatielating to
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the anticipated future cash payments that werecagsd with those contractual obligations as of dhia31, 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 $ — $ — $ — $ 486.1
Lease obligation 14.¢ 28.€ 24.¢ 48.4 116.7
Total $ 501.C $ 28¢€ $ 246 $ 484 % 602.¢
After Consolidation of Funds:

Equity commitments(2 $ 4914 $ — % — $ — $  4,914(
Lease obligation 14.¢ 28.€ 24.¢ 48.4 116.7
Debt payment obligations(: 1,335.° — 350.( — 1,685.°
Total $ 6264¢ $ 28€ $ 374¢ $ 484 % 6,716.

1)

()

(3)

These capital commitments represent commitmenthédogeneral partners of our traditional privateiggfuinds to contribute capital
fund a portion of the purchase price paid for gaattfolio company investment made by the fund. Beeahese amounts are due on
demand, they have been presented as falling dinvahe year. However, given the size of our fugdgital commitments and the
rates at which our funds make investments, we éxpatthe capital commitments presented abovebgiltalled over a period of
several years, if not longer. The amounts preseattedte do not, however, include amounts that magibe 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 investme@ur funds pay amounts due with respect to tbesenitments 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 commitmenlishgiconsummated depends on a number of factonse ®r all of which may be
outside of our control, and we cannot assure yatidhy of these commitments will be funded. Assaultethe 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 debtligiité 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 vald debt agreements.

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 ifownrkdue to the fact that the
exposure would relate to claims that may be mad@agus in the future. Accordingly, no amountséhbeen 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 amounts previously received in respeits @iarried interest if the fund's investmentsndbachieve a profit on all investments as a
whole upon the liquidation of the fund. As of Margh, 2007, based on the investment performancerafraditional private equity funds,
none of the general partners of those funds hdaveback obligation.
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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, hovaressften 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 indlideur 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 tnvest 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 oftéternent of financial condition date for
investments that have readily observable markeeprilf no sales occurred on such day, we usebilié price at the close of business on that
date and, if sold short, the "asked" price at tbsecof business on that date day. Forward costeret 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 good faith, at which the investment cdagdsold 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¥[ERB) 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 acquireglniiture of the investment (such as
whether it is a controlling interest), local markenditions, market prices for comparable securitied financing transactions and models that
consider the current and expected operating pedocmand cash flows of the company in which thestment was made. Fair values of
investments that do not have readily observabléetaurices are based on the best information adailia light of the circumstances and n
incorporate or involve significant assumptionsuagments by management.

Approximately 72%, or $12.9 billion, and%yor $13.4 billion, of the value of the investeenf our consolidated private equity funds
were valued in the absence of readily observabkkebharices as of December 31, 2006 and March 3Q7 2respectively. Our determinations
of the fair values of these investments may diffiaterially from the values that would have resulfedadily observable market
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prices had existed. Additional external factors roayse those values, and the values of investrfamighich readily observable market
prices exist, to increase or decrease over tim&hwhay create volatility in our earnings and theoants of assets and partners capital th:
report from time to time.

Changes in the fair value of the investrm@ftour consolidated private equity funds may iotpaur results of operations as follows:

. The management fees that we are paid by our pragugy-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 payab@fiold) the completion ¢
the reporting period, but would not have an immediapact on our results. We estimate that an imiated 0% decrease in
the fair value of the fund's private equity investits as of March 31, 2007 would decrease the mamagdee that is payable
by the fund by approximately $2.1 million. The mgement fees paid by our traditional private eqfityds 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 charigdake fair values of the
funds investments as described under "—Key Finhigasures—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. However, we estimh&impact that the consequential decrease in timesg income would have
on our reported amounts of income before taxesmanthcome would be significantly less than the ant@resented above,
given that a substantial majority of the changfinvalue would be absorbed by fund investors Wwbld non-controlling
interests in the funds.

Given the significance of fair value detaration to our financial reporting, we employ adépendent valuation firm to provide us with
third party valuation assistance when calculataig\falues of private equity investments. The pdaces employed by our independent
valuation firm do not, however, involve an audgyiew, compilation or any other form of examinatmmattestation under generally accepted
auditing standards and the terms of our independ®aation firm's engagement provides that the fsmot responsible for determining the
fair value of any individual investments and thatrble is limited to being an advisor and provigdadditional support to our existing valuat
policy and process. Based on the results of itiGgin of these procedures and its review ofwate information, a substantial amount of
which was provided by our investment professionald was assumed to be accurate and complete, iimgludluations, our independent
valuation firm has concluded that our valuatiorpo¥ate equity investments as of March 31, 2007mitlappear to be unreasonable. See
"Private Equity Valuations and Related Data" fdurher discussion of our private equity investmeaiuations.

Revenue Recognitio

Fee income consists primarily of transactod monitoring fees that we receive from ourfpic companies and the management and
other fees that we receive directly from our unadidated funds, including both the base managefiemstand the incentive fees that are paid
by our unconsolidated credit strategy funds. THess are based upon the contractual terms of tinagement and other agreements that we
enter into with the applicable funds and portfa@mpanies. We recognize fee income in the perioshguvhich the related services are
performed and the amounts have been contractuaihed.
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Recognition of Investment Incom

Investment income consists primarily of tingealized and realized gains on investmentsgddind and interest income received from
investments and foreign currency gains as redugeathtealized and realized losses on investmertts,gst 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 doesimptact the net amounts of gains that we
recognize from investment activities, it affects thanner in which we classify our gains and lofseseporting purposes.

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 privatgitgfunds and the non-controlling interests thatd-party fund investors hold in our
consolidated funds. A carried interest entitlesoua percentage of the gain generated on thirdrpayital invested by a private equity fund,
subject in the case of our traditional private ggfiinds to the fund achieving a profit on all istents as a whole. If due to the performance
of a fund's later investments the fund does noiexehoverall profitability over the life of the fdnthe general partner of the fund is obligated
to repay some or all of the carried interest ivimasly received. This feature, which is referreds a clawback, operates only with respect to
the investments of an individual fund and doespmovide for netting of gains and losses acrossgund

Because carried interests allocate todis@oportionate share of our private equity furdshings 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/sstment returns are positive. When a
carried interest is subject to a clawback provisiee recognize the related investment income basdte 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 per®tha manager of our private equity funds.

Due to the consolidation of the majorityoofr funds, the share of our funds' investmentrimedhat is allocable to our carried interests
and capital investments is not shown in our combfireancial statements. Instead, the investmenrrecthat 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 consolidedad because we hold only a minority economic istareour funds' investments, our share
of the investment income generated by our investraetivities 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), "Shared3Rayment" ("SFAS 123 (R)"),
which requires all equity-based payments to emmsye be recognized using a fair value based metwdanuary 1, 2006, the Company
adopted SFAS No. 123 (R) using the prospective aoteéimd therefore there was no impact on prior pesimounts. The adoption of
SFAS 123 (R) did not impact the Company's combfirethcial statements.

In February 2006, the FASB issued SFAS M&, "Accounting for Certain Hybrid Financial Ingtnents,” ("SFAS 155"). Key
provisions of SFAS No. 155 include: (1) a broad falue 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
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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 con¢abedded 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 numbemeffis&l interests in securitization transactiansjuding 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
did not have a material impact on the Company'shiéoed 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 expansislasures about fair value measurements. SFASafiplies 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 Assets &inancial Liabilities" ("SFAS 159").
SFAS 159 permits entities to choose to measure fiaagcial instruments and certain other itemsat\alue, with changes in fair value
recognized in earnings. SFAS 159 applies to rempptieriods beginning after November 15, 2007. Tom@any is currently assessing the
impact of adopting SFAS 159 on the combined finalnstiatements.

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 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 accanoptSOP 07-1 applies to the later of
(i) reporting periods beginning on or after Decembfe, 2007 or (i) the first permitted early adaptidate of the FASB's fair value option
statement. The Company is currently assessingrtpadt of adopting SOP 07-1 on the Company's cordlfinancial statements.

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 udtimsettlement. FIN 48 is effective for fiscal yebeginning after December 15, 2006. The
adoption of FIN 48 did not have a material impattioe Company's combined financial statements.

Qualitative and Quantitative Disclosures About Market Risk

Our exposure to market risks primarily te¢ato 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 seesyrftbreign currency exchange rates and
interest rates.
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Although our funds share many common themvesgenerally maintain separate investment akdmanagement processes for
monitoring and managing market risks in our priveqeity 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 mpevattrategic development, financing and capi¢glloyment decisions of
our funds' portfolio companies. Investment decisiare subject to approval by our equity investneenimittee, which consis
of a group of our senior principals, and portfammpany investments are monitored by our portislanagement committee,
which consists of a group of our senior princigaisl senior advisors.

. Our approach to making debt investments focuseseating investment portfolios that generate atitradeveraged risk-
adjusted returns on invested capital, allocatimgtahacross multiple asset classes, selecting-igtlity investments that may
be made at attractive prices, applying rigorousddeds of due diligence when making investmentsii@es, subjecting
investments to regular monitoring and oversight mrading buy and sell decisions based on price tatayed relative value
parameters. We employ both "top-down" and "bott@hanalyses when making debt investments. Our typradanalysis
involves a macro analysis of relative asset vabmati long-term industry trends, business cycldsrést rate expectations,
credit fundamentals and technical factors to tasgetific industry sectors and asset classes inhathiinvest. Our bottom-up
analysis includes a rigorous analysis of the creitiamentals and capital structure of each cradtisidered for investment
and a thorough review of the impact of credit amtlistry trends and dynamics and dislocations evantsich potential
investment.

Market Risk

Our consolidated funds hold investments éina reported at fair value. Net changes in tirevidue of investments impact the net gains
from investments in our combined statements ofriimeoBased on the investments of our funds as o€Vat, 2007, we estimate that a 10%
decrease in the fair value of our funds' invests&rduld result in a corresponding reduction in Biwgent income. However, we estimate the
impact that the consequent decrease in investmeairie would have on our reported amounts of incoefere taxes and net income would
be significantly less than the amount presented@lgiven that a substantial majority of the chaimgfair value would be absorbed by fund
investors who hold non-controlling interests in éwrds.

Our base management fees are calculated fwasthe amount of capital committed or invested fund or the NAV of a fund's
investments, as described under "Business—Privguiéty=—Traditional Private Equity Funds." In the eas our credit strategy funds, our
incentive fees are calculated based on the perforenaf 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 baseagement or other amounts are calculated
based on the NAV of the fund's investments, thewarhof 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 existenc

Exchange Rate Risl

Our private equity funds make investmertsftime 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 gtreents will be affected by changes in
exchange rates between the currency in which tpgat@ommitments are denominated and the curr@meghich 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 insested a
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meaningful amount of capital in currencies othantthe currencies in which their capital commitrseare 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 thatrautaneous parallel movement by 10% in the exchaaggs 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 significantly less tharatheunt presented above, because a substantialityajothe gain or loss would be
absorbed by fund investors who hold non-controllintgrests in our funds.

Interest Rate Risl

Our credit strategy funds and our privajeigy-oriented permanent capital fund have outstemthdebtedness that accrues interest at
variable rates. As a result, changes in interéesraffect the amount of interest payments thatdtionds are required to make, which may
impact the earnings and cash flows of those fuHdsvever, we estimate the effect on our income lgefaxes and our net income from such
an increase would be significantly less than thewmhpresented above, given that a substantialriya@ the increased expense would be
absorbed by fund investors who hold non-controllimtgrests in the funds.

In addition, our credit strategy funds @ private equity-oriented permanent capital fomake investments in fixed income
instruments that bear interest at fixed rates. Géain interest rates may affect the values ofdliwgestments, which may affect the amount
of revenues and investment income that we earn fhase funds.

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 million, 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,
"Duff & Phelps," our independent valuation firm, avprovided third-party valuation assistance in agance with limited procedures that we
identified and requested it to perform. Those pdoices did not involve an audit, review, compilat@rany other form of examination or
attestation under generally accepted auditing staisd Among other things, the terms of Duff & Pls&dengagement provide that it is not
responsible for
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determining the fair value of any individual inv@sints and its role is limited to being an advisut providing additional support to our
existing valuation policy and process. Based orréisalts of its application of these limited progess and its review of relevant information,
a substantial amount of which was provided by auestment professionals and was assumed to beade@rd complete, including
valuations, Duff & Phelps concluded that our valuabf each of these investments did not appebetonreasonable.

IRRs

IRRs measure the aggregate annual compdurtiens generated by a fund's investments oliefding period. We calculated net IRRs
after giving effect to the allocation of realizendaunrealized returns on a fund's investmentseduhd's general partner pursuant to a carried
interest and the payment of any applicable managefaes. These amounts measure returns based amtntbat, if distributed, would be
paid to fund investors. We calculated gross IRRereggiving effect to the allocation of realizeddaimrealized 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 ofriéterns would, if distributed, be payable
to fund investors. In all cases, we computed IRstsgiwhat 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 tiial realized and unrealized values of a funilestments 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 destbeve.

Bridge Financing Provided by Private Equity Funds

In certain instances, our traditional ptévaquity funds may provide temporary or "bridgeahcing to a portfolio company in conneci
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 angcisided in the amount of the fund's
portfolio company investment. If the bridge finamgiis repaid within eighteen months from the dagfinancing was extended, the
repayment is considered a repayment of principdlaary additional amounts received are treatedtaseist income from the portfolio
company. For the purposes of calculating IRRs antfiptes 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 whiahfunds hold portfolio investments on a dollaigteed basis. We calculated the dollar
weighted average holding period for a fund's pticfmvestments by dividing (i) the holding periofleach of the fund's investments
multiplied by the cost basis of such investmen(iythe aggregate cost basis of all of the fumk®stments. An investment's holding period
is equal to the period of time between the date/bich the investment was made and the date on vthe&elmount 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 portionsefrthestment separately for the purposes of thraulzlion.
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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

Total M&A
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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 9% 6.4% 4.4% 6.5% 10.2%
S&P 500 Indes 13.7 8.t 4.3 6.7 9.2
Note: Past performance is not indicative of future lssBuyouts represent returns from private egfiityds that tend to acquire

companies with established markets and currentrevstreams
Source: From Thomson Financial and Bloomberduuhes Thomson Financial U.S. Buyouts and Mezzahlidex, Thomson Financial

European Buyouts and Mezzanine Index, NASDAQ an& S&0 Index.
Structured Debt Fund:s

Structured debt funds are investment vehiblacked by a diversified pool of fixed incomeetsthat 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, suchrtslips of primarily non-investment grade senioedit 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 ktveer cost than the yield the vehicles earn oir tinederlying 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, collalieed mortgage obligations, or CMOs, collateralifedd obligations, or CFOs, among other
structures. An arbitrage collateralized debt oltlayg or CDO, is typically backed by a pool of higield corporate bonds and/or loans and is
designed to take advantage of the difference betweeCDO's investment grade funding costs anditiderlying assets' investment returns.
Set forth below are charts that show total glodalDdssuance and total U.S. leveraged loan arbitGIg@ 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.

117




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 I5. corporate and public defined benefit pengians 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

Several factors including larger fund sjageater liquidity in the senior and high-yieldotlenarkets, and joint buying power of
consortiums have collectively increased the volaflarge, sponsor-driven M&A transactions. Globafipancial sponsors were involved in
115 buyout transactions valued at over $1 billio2006, with a significant portion of these trarigats resulting in the target going private.
Furthermore, six out of the top seven leveragebtsyto date were announced over the past 12 muiih&n average transaction value of
over $30 billion.

$1 Billion+ Global Private Equity Buyout Deals Private Equity Buyout Average Deal Size
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Increased Depth of Financing Markets Leading to LewCost of Funding

The institutional loan and high yield maskehe principal sources of funding for privateigégmergers and acquisitions, have
experienced unprecedented liquidity over the pastyfears, as fund inflows have outpaced investmémtseasing investor demand for non-
investment grade debt has kept fixed income yietubsspreads at low levels. In addition, the inedgsevalence of alternative sources of
fixed income financing, including asset-based foiag, securitizations, and property financings, agiothers, have also increased the depth
of the fixed income markets offering potential loast financing alternatives to the private equitydr. These market dynamics have led to
significant growth in private equity related mergand acquisitions, as tightening fixed income agseand low yields improve a private
equity buyer's cost of capital, resulting in higheturns and the ability to offer additional pursbaonsideration in a merger or acquisition.

Average All-in Spread of BB/BB- Institutional Loans
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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 greatarsparency 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 glohatative 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 and other poterigak in connection with our private equity andeotinvestments. We also earn investment
income from investing our own capital alongsidedumvestors and from our carried interest in fumeeistments, which provide us with a
disproportionate share of the funds' investmenmgalVe are also selectively pursuing opportunitedevelop new investment structures and
products that we believe will help us increaseaim®unt of managed capital that we are able to comenmdividual transactions, grow our
assets under management and capture additionah@streams.

We seek to consistently generate attradgtivestment returns by employing highly qualifiedfessionals, making among the largest
private equity investments worldwide and adhering 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 inwesht opportunities, specialized knowledge during diligence and substantial resources for
creating and realizing value for investors. We dsbieve 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

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, indusssgtaspecific and local market knowledge, whicbhvalus to deploy capital across a
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number of geographical markets in a broad rangmwipanies, industry sectors and asset classed.Maroh 31, 2007, 34% of our
investment professionals were based outside theetlSitates and 63% of the unrealized value of cuate equity portfolio consisted of
investments in companies outside the United Stalésough our operations span multiple continemd business lines, we are still managed
as one firm with a common culture and are hightui®ed on sharing knowledge, experience, resountebest practices throughout our
offices and across our various investment clag3esinvestment processes are overseen by three itm@asnthat operate globally, which
consist of our equity investment committee, whiehiews all investments made by our private equitydk, our debt investment committee,
which reviews all investments made by our credétsgy funds, and our portfolio management committénich monitors the performance
our private equity investments. Our founders, Héfrrgvis and George Roberts, are active memberadf ef these committees. We believe
that operating as a centrally managed firm thhbis global and diversified enhances the growthstability of our business and helps us
make informed decisions across asset classes agdaphies.

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 owmiption through March 31, 2007, our ten privateityqfunds that had invested for at least
30 months had achieved a cumulative gross IRR &%26During 2007, we were named "Best Private Edtiitm" by Global Financeand
"European Large Buyout Firm of the Year" Byancial News and the KKR Strategic Capital Funds were namextitj¢ 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 hasltealign 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 peopteith 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 busineshé 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 expetdadceive equity grants at the time of this affgr which we believe will similarly
align their interests. To promote long-term aligminef interests, the equity directly or indirecklgld by our principals and employees will be
subject to significant forfeiture and transfer riesions that require such persons to remain algtigmployed 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 intellectuapital of our people, and we are guided dailyh®y diversity, depth and breadth of their
collective knowledge and experience. We currenthpley 139 investment professionals who are leduryfounders, Henry Kravis and
George Roberts and supported by 19 senior advisut®5 Capstone consultants. Our investment piiofes have demonstrated an ability
to address the challenges of cyclical markets factfely adapting our investment strategies, faahstructures and operational resources to
existing market conditions. Our investment profesals come from a variety of financial and operadidackgrounds, which when combined
with the extensive expertise
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of our senior principals provide us with a sigrafit competitive advantage. We have also benefited & 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 re$eaur industry teams work across our officesewetbp a list of industry themes and
trends, to identify companies that will benefitrfrdhose trends and to determine which of those emies would make an attractive
investment. When team members identify an investropportunity, 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 developest time, provides us with an important sourceroprietary investments.

Strong Relationships With Financial Leadel

We actively cultivate our relationships wihajor investment banking firms and other finahicisermediaries 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, havetéedur being one of the first parties conside@dobtential investments. We also believe
our relationships with financial institutions argetcredibility 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 pssdor creating value in our investments. As phaur effort, we created Capstone
Consulting, a team of operational consultantswaks exclusively with our investment professioreatsl portfolio company management
teams. In addition, we have hired senior advismisssist us, including the former chairmen or chiefcutive officers of Proctor & Gamble,
Wells Fargo, HSBC, Eastman Kodak and Accenture.idugstment professionals, senior advisors andudtargs work with our portfolio
companies to address issues relating to top-lioerty, cost optimization and efficient capital alition and assist management in designing
and implementing strategic and operational chattggdrive value creation. In most cases, the vimtlally involves developing operating
and financial metrics for tracking progress andtidging problems during the early stages of arestment. Ultimately, the focus shifts to
capitalizing on business opportunities to driveueatreation over the long term. The objective ebthmeasures is to drive growth in revenue,
cash flows and operating margins, which allowsougtiuce the leverage in our portfolio companied, @eate value for our investors.

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
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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 thmgisof 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 relationghjpovide 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 ofridestaindependent 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 thatbte to grow organically through the continuougestment and reinvestment of capital,
which we believe provides us with stability andhwét valuable potential source of long-term income.

Proven Ability to Innovate

We pioneered the development of the levetduyout 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 polesiging 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 base and diversify our operatiorsutlin the establishment of two permanent
capital vehicles, KKR Private Equity Investors &R Financial, that have the flexibility to inveatross 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 #ateation; a strong investor base; a global nétwbstrong business relationships; a
reputation for integrity and fair dealing; and atatiguished track record of generating attractixeestment 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 stie=nt approach that we have developed over oye8d history, focusing in particular on
driving value creation from the time an investmisnmhade. Our investment approach will continuenpleasize company, industry and
economic fundamentals and the operational andegiaaspects of the companies in which we invest,vée will continue to subject our
investments to the same stringent due diligencaitoing and oversight practices that we have dmed over time, drawing in each case on
the company, industry, asset-specific and locaketatnowledge of our people. We believe that byntening investment discipline and
taking a "hands-on" approach to our investmentsyilldoe best positioned to continue to generateative returns for our funds and create
long-term value for our unitholders.

Grow Globally Across Existing Asset Classes

We intend to pursue opportunities withinrtioAmerica to increase the amount of managed &lahiat 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
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investments that we make in Europe and Asia, whilding out our debt and public equity operatiamthose regions. Since October 2005,
we have raised five new funds that received apprately $32.4 billion of capital and capital commétnts from investors, including
approximately $5.1 billion of permanent capital andew $4.0 billion private equity fund that is éi@ed on investment opportunities in Asia.
These funds provide us with a flexible capital b we may use to fund investments in a broadeaf asset classes throughout the world.

Selectively Pursue Opportunities to Expand Our Irsiment Structures and Produc

We believe that opportunities exist to depeand sponsor new investment vehicles and strestincluding co-investment vehicles, and
to raise new types of funds, such as long-orieptédic equity funds, structured product funds amdlistry- or geography-specific funds, that
allow us to deploy a greater amount of managedaiapiour 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 alternvags and capabilities for distributing our investingroducts to investors worldwide and to
further broaden our investor base. We may alsoidenselectively partnering or entering into joueinture 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 manageai our business and our investments with tfa gbcreating and realizing value over
the long-term. We intend to maintain this long-tdoous after we become a public company even theohighmay lead to increased volatility
in our results from period to period. We do noeimd to permit the short-term perspectives of souidipmarket 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 comgdiebur first acquisition in 1977 with
capital raised from a small group of investors andge that time, we have sponsored and manag#dlaf 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 wediasesified our operations to include actively ragimg investments across a broad ran¢
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 djmral approach to building value in portfolio coamies has become an integral part of our
firm and a cornerstone of the way in which we eatduand approach equity investments. While we maoagfirm 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 attractiR®$ 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 assettulaisgh our formation of KKR
Financial. To support the operations of KKR Finahaive hired additional investment professionalthwignificant experience evaluating ¢
managing fixed income investments, including inrrestts in corporate debt, bank loans, asset-bad@dites, real estate assets and other
credit products, and we built a platform for idéyitig, assessing, making, monitoring and exitingtdevestments. The experience that we
gained through our management and operation of KiKRRncial and the resources provided by theseiadditpersonnel created a strong
foundation for growing our debt operations and éhios to form the KKR Strategic Capital Funds @@ to take advantage of larger debt
investment opportunities.

Although our business activities have histidly focused significantly on private equity aackdit investments, we have managed
investments in public equity throughout our histdnytially, our public equity investments considtef 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 itwesit flexibility than traditional private
equity funds and an additional capital base forin@kquity investments in public companies. Ourljpudquity strategies generally seek to
leverage, where appropriate, the intellectual eapi¢veloped in the course of our traditional pievaquity 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 begarmptioeess 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 incamarms. We have hired experienced
professionals with long-standing investor relattdps to help us build this business. We expectdiatapital 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 connpéats our other business activities.

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 strategproach to investing globally and have estabtshpresence 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 investecertitan $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 139 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 phaur effort, we created Capstone
Consulting, a team of operational consultantswaaks exclusively with our investment professioratsl portfolio company management
teams. We utilize the services of Capstone, whashdpproximately 25 consultants located in New Ybt&nlo Park and London, to provide
us with additional expertise for assessing inveatropportunities and assisting managers of ouf@artcompanies in defining strategic
priorities and implementing operational changesimuthe initial phases of an investment, Capssowerk seeks to implement our thesis for
value creation. Its consultants may assist ouf@aytcompanies in addressing top-line growth, agstimization and efficient capital
allocation and in developing operating and finaheiatrics. Over time, Capstone's work shifts tantifging challenges and taking advantage
of business opportunities that arise during thedif an investment. While we do not require outfptio companies to engage Capstone, in
our experience most portfolio company managers acebits involvement as a result of the operatiempkrtise and bottom-line focus of its
consultants. In addition, to assist us with invesita in the insurance industry, we have establisiheekclusive relationship with Fisher
Capital, an insurance advisory firm that was fouhbg Jim Fisher after the successful sale of ouesiment in American R&surance, whe|
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 sggtiuinds and a portfolio management committee €ormivate equity funds. Our equity
investment committee and our debt investment cotamdre 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
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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, Inc 200< Health Care United States $ 130.C $ 25C
Sealy Corporatiol 2004 Consumer Produc United State! 327.¢ 1,56€
Maxeda* 2004 Retail Netherland: 531.1 3,061
Dynamit Nobel AG 200< Chemicals Germany 265.€ 2,967
PanAmSat Holdings Corporatiol 200¢ Media United State: 134 4,34:
Auto-Teile-Unger Holding AG 2004 Retall Germany 534.¢ 1,84:
Visant Corp. 200¢ Media United States 156.2 2,322
Texas Genco Holdings, Inc 200< Energy United State! 120.t 3,81:
Duales System Deutschland GmbH* 200t Recycling Germany 46.€ 393
Masonite International Corporation 200t Industrial Canada 428.¢ 2,57¢
Toys "R" Us, Inc 200t Retail United States 418.: 7,57
Sungard Data Systems, | 200t Technology United State: 482.t 11,96¢
SBS Broadcasting S.ar.| 200t Media Pan European 412.% 2,66¢
Accellent Inc 200t Health Care United States 448.¢ 1,34z
Avago Technologies, Ltc 200t Technology Singapore 426.5 2,781
Fl Selenia S.p.A 200t Chemicals Italy 243t 1,032
TDC A/S 200t Telecom Denmark 512.2 14,95:
Capmark Financial Group Ir 200€ Financial Service United State: 673.C 16,77(
AVR Bedrijven N.V 200€ Recycling Netherland: 139.1 1,57¢
The Nielsen Company B.V. 200€ Media Netherland 698.£ 12,03!
BIS/Cleanaway 200€ Recycling Australia 260.( 1,372
Aricent, Inc (f/k/a SDS) 200€ Technology United States 269.7 93€
NXP B.V. 200€ Technology Netherland: 1,254.( 10,97:
PagesJaunes Groupe S.A. 200€ Media France 787.C 4,044
HCA Inc 200€ Health Care United State! 1,166.( 33,03(
Kion Group GmbH 200¢€ Industrial Germany 613.( 5,47¢
Seven Media Group 200¢ Media Australia 528.( 3,21¢
ProSeibenSat.1 Med 2007 Media Germany 849.( 4,23
Tarkett S.A. 2007 Industrial France 640.( 1,94¢
Pending Investments(2)
Tianru Group Cement Co., Ltd. 2007 Industrial China 125.C 30C
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MMI Holdings Ltd 2007 Industrial Singapore 175.C 757

Yageo Corporatiol 2007 Technology Taiwan 125.( 307
Harman International Industries, Inc. 2007 Technology United States 1,000.( 8,00(
Alliance Boots plc 2007 Retail United Kingdom 2,100.( 24,90(
First Data Corporatio 2007 Financial Service United State! 2,100.( 29,00(
Dollar General Corporation 2007 Retail United States 1,150.( 7,60(
TXU Corp. 2007 Energy United States 2,100.( 46,50(
Laureate Education, Inc. 2007 Media United States 400.( 4,10
U.S. Food Service 2007 Retail United State! 1,125.( 7,30(C
Biomet, Inc. 2007 Health Care United States 1,300.( 11,60(
*) Indicates that the investment has been signifigamtfully realized.

1) Equity invested consists of the amount of equityested or committed to be invested by our privagitg funds. See "Certain Relationships and Rel&ady Transactions—

Side-by-Side and Other Investments."

) We expect that the pending investments will be oomeated in the second half of 2007. Whether andhwhese transactions will be consummated dependsnamber of
factors, some or all of which may be outside of camtrol.

We believe that our broad and deep expeei@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 largesgpeiequity transactions completed worldwide arddingest private equity
transaction announced anywhere to date; and

. sponsoring or c@ponsoring the three largest private equity tratimas completed in Canada, the two largest levetdgsouts
completed in France and the largest leveraged bsymmpleted 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 theuartsoof 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 gaireg large multiples of invested capital and atikee IRRs has produced significant cash
flows for our fund investors, we believe that odrate 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€$ 703k3$ 356¢$ 52513 78C $ 20,54¢

From our inception through March 31, 2000, 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 arsfer expenses. The table below presents informasaf 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 acqaisstor disposals of investments, changes in invest values or distributions occurring
after March 31, 2007. We encourage you to revienctutionary note below for a description of reasshy the future results of our private
equity funds may differ from the historical resudfsour private equity funds. You should also segvate Equity Valuations and Related
Data" for a description of how the values belowevealculated.
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Amount Fair Value of Investments

Multiple of

Gross Invested

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

Historical Excluded Funds(1):
1976 Func $ 313 313 537 $ — $ 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 39.2 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 2.5
1993 Func 1,94¢ 1,94¢ 4,124 33 4,157 23.€ 16.€ 2.1
1996 Func 6,012 6,012 10,18: 2,03¢ 12,22: 18.t 13.€ 2.C
Included Funds:
European Fund (1999)( 3,08t 3,08t 3,942 3,69 7,63¢ 30.¢€ 23.5 2.5
Millennium Fund (2002 6,00(C 5,881 4,26¢ 6,991 11,25t 53.¢ 40.€ 1.9
European Fund Il (2005)(: 5,65( 3,857 — 4,21¢ 4,21¢ * * *
2006 Func 16,62t 1,23¢ — 1,23¢ 1,23¢ * * *
Asian Fund (2007 4,00( — — — — * * *
Total Funds(4 $ 51,83t $ 30,53t $ 55,95¢ $ 18,46 $ 74,42: 26.2% 20.2% 2.7
Total Funds in Accounting
Predecessor(! $ 41,37 $ 20,03¢ $ 18,38¢ $ 18,14t $ 36,53 23.¢% 18.2% 1.8x
Total Included Fund $ 35,36( $ 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 peatus consolidate the 1996 Fund and subsequdittdrel private equity funds.

See "Organizational Structure."

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

(3)  The European Fund II's capital commitments incleide-denominated commitments of €2,597,160,000h#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 caserdtinded commitments.

(4) 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 hawested for at least 30 months.

Private Equity Investment Approac

Our approach to making private equity inremnts 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 sedKarge 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 sugpported by a target company's board of directors.
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Sourcing and Selecting Investments

We have access to significant opportunfeesnaking private equity investments as a resudiur sizeable capital base, our global
infrastructure and our worldwide network of contaat 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 generatedstantial deal flow for us. We also proactivelygue business development strategies
that are designed to generate deals internallydoaiseéhe depth of our industry knowledge and oputation as a leading financial sponsor.

To enhance our ability to identify and comsnate private equity investments, we have orgdmize private equity professionals in
industry-specific teams that focus on the nine stdusectors in which we are most active: chemjeaasumer products; energy and natural
resources; financial services; health care; in@alstnedia and communications; retail and technplddne investment professionals in eacl
our industry teams are responsible for developingtaork of industry experts and an in-depth undeding of their industry's economic
drivers, inherent risks and opportunities for vatueation. Each team is led by one of our princield staffed with three to five other
investment professionals. Industry teams work togredcross our offices and hold frequent confereatie to share ideas and identify
potential acquisition candidates. Former operatixecutives have recently joined our firm to augnentindustry teams and lend an
additional operating perspective to our investnasralyses.

We believe that our industry-specific extjserprovides us with important proprietary investinopportunities. We believe that our deep
and broad industry expertise enables us to identéyket opportunities and trends and provides tis avsignificant advantage when invest
in more complex and regulated industries, suchaakihg, insurance and power generation and trassgnisUtilizing our insights and
industry contacts to access new markets or tatgeegic 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 coempes.

Due Diligence and the Investment Decis

Once a private equity investment opportuhés been identified, the investment team thegsponsible 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, expeesrand resources of all of our equity professiomat®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 prodegs identify attractive investment opportunitkessed on the facts and circumstances
surrounding an investment and to prepare a franethat may be used from the date of an acquisttairive 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 amoahtisne meeting with a company's management andatipg personnel, visiting plants a
facilities and speaking with customers and supplierorder to understand the opportunities andréssociated with the proposed investrr
Our investment professionals also use the seratestside accountants, consultants, lawyers, invest banks and industry experts as
appropriate to assist them in this process. Theealdigence practices are monitored by our eqguaigstment committee, which must
approve an investment before it may be made, aed pfovide important insights for creating value® an investment is completed.
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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 witinagement tean
to define strategic priorities and develop operpbndgets 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 portfobonpany's performance and frequently meet with negmbf management to review the
company's financial and operating results andesjratpriorities. Our investment teams and the marsagf 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 iighpublic offerings, secondary offering
recapitalizations and sales to strategic buyerseMite exit an investment, our objective is to strieethe 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 succelbgtealize investments is attributable in parthe strength and discipline of our portfolio
management committee and our longstanding reldtipasvith corporate buyers and members of the tnvest banking and investing
communities.

Traditional Private Equity Funds
Overview

Most of the private equity funds that wersgor and manage have finite lives and investmenbgs. These funds are organized as
limited partnerships and are controlled by a gdnmgner. Fund investors are limited partners waboee to contribute capital to the fund fi
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. If due to the performarfcefond's later investments the fund does noteaghoverall profitability over the life of the
fund, the general partner of the fund is obligdtetepay any excess profits that it received ipeesof its carried interest. This feature, which
is referred to as a clawback, operates only wispeet to the investments of an individual fund dads not provide for netting 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 imrents, 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 acrossdaodl! investments and, as and when an
investment generates returns, 20% of the allocag@uagement fee is deducted from the carried irttdraswe would otherwise receive.

We also generally enter into monitoringesgnents with our portfolio companies pursuant tectvive receive periodic monitoring fees
in exchange for providing them with managementsadting and other services, and we typically reedransaction fees from portfolio
companies for providing them with
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financial advisory and other services in connectidth specific transactions. In some cases, we beagntitled to other potential fees that are
paid by an investment target when a potential itment is not consummated. The terms of our fundid@ts typically require us to share a
portion of any monitoring, transaction and otheteptial fees that are allocable to a fund with fimeestors in the form of a management fee
reduction after reduction for certain expenses s€hmanagement fee reductions typically amount % 80the amount of the monitoring,
transaction and other potential fees that are reddy allocable to a fund.

Because fund investors typically are unnglto invest their capital in a fund unless thedis manager also invests its own capital in the
fund's investments, our private equity fund docutmgenerally 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 commitmentslasing. In connection with the Reorganization Tet®ns, we will not be allocated any of
the capital contributions made by the general pastof our funds prior to the completion of the R@mization Transactions and this offering
or any returns generated on those contributionswiWehowever, be required to fund the generakipars' obligations with respect to future
investments and we will record investment incomthextent that those investments generate profits

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. @his has been adjusted to give effect to subségaemmitments to the 2006 Fund and the
Asian Fund, but does not otherwise reflect acquisstor disposals of investments, changes in invesst values or distributions occurring
after March 31, 2007.

As of March 31, 2007

Investment Period Amount Outstanding Investments
Commencement End
Private Equity Fund Date Date Committed Invested Realized Cost Fair Value

($ in millions)

Asian Fund* — — $ 4,000.( — — — —
2006 Fund* 9/2006 9/2012 16,625.0 $ 1,236. —$ 1236.:9% 1,236.:
European Fund | 11/2005 11/2011 5,650.( 3,856.¢ — 3,856.¢ 4,218..
Millennium Fund 12/2002 12/2008 6,000.( 5881.($ 4,263. 5,127.¢ 6,990.¢
European Fun 12/1999 12/2005 3,085. 3,085. 3,942 1,674. 3,693.¢
* 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 cortments 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 accordancetivtifund's governing documen

2006 Fund

The 2006 Fund is one of the largest prieapeity funds ever raised and was formed to makefgr equity investments in the United
States and Canada, although the fund is permitét/est up to 25% of capital in other jurisdicioThe fund has an aggregate of
$16.6 billion of capital commitments from fund

136




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 limipedtnership, which we refer to as the feeder ftimat, makes all of its investments through a
lower tier limited partnership, which we refer tothe master fund, of which it is the sole limiedtner. 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
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provide for the investment of at least 75% of thied's adjusted assets in private equity investnamso more than 25% of the fund's
adjusted assets in opportunistic investments. Thd'$ "adjusted assets" consist of the masterdwasdets less the amount of indebtedness
that the master fund records as a liability irfitancial 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 withfilred's surplus capital. During this period, the teafund 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
$362.4 million to $5.2 billion million as of Marc3i, 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 valuaese 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% 762% 8E&$ 535¢$% 557

In order to maximize the amount of capitait 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 whiclke 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 comieg 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: $ 1,217 $ 191: $ 3,13(C




Credit

We believe the intellectual capital of gaople, 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 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 fumtsrently consist of KKR Financial, a New York Stdexchange listed finance company and
the KKR Strategic Capital Funds, three side-by-gideate credit strategy funds that invest primaiil the debt and equity of performing and
distressed companies, and various debt securitizathicles. Our private equity-oriented permamapital fund, KKR Private Equity
Investors, has the flexibility to make debt investts on an opportunistic basis, including investimemade through or alongside our credit
strategy funds, although we do not consider itegart of our credit strategy for management répgiurposes.

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
$1.6 billion is related to KKR Financial and consisf permanent capital and our credit strategyg$ururrently manage $6.5 billion in
structured finance vehicles. We have a right to @anagement fees for managing our structureddmarhicles based on the amount of
investments under management within each vehicle.

Credit Experience

We have developed significant expertisdyaiag 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, have gained significant expertise in
managing credit risk and making credit determimetibased 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. Addiaidy, we have been responsible for
identifying the investment, performing due diligerand determining the appropriate leverage for,cadinating the capital structure of, -
investment.

We commenced our credit investing operationAugust 2004 with the formation of KKR Finarddiaorder to develop a permanent
capital base, diversify our operations and capbpportunities to make debt investments in fixedme investments. In connection with the
formation of KKR Financial, we hired additional Estment professionals with significant experiencguating and managing debt
investments, including investments in corporat@asoand debt securities, residential mortgage invests and other credit products, and we
built a platform for identifying, assessing, exéegt monitoring and realizing debt investmentsOlctober 2006 we launched the KKR
Strategic Capital Funds, three private side-by-sié@it strategy funds. To continue this growth,axe currently expanding our debt
operations in both Europe and Asia.

The table below presents information ratatio the historical performance of our creditteigy 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
Capital Annualized Lehman High
Under Annualized Net Total Aggregate Yield
Inception Management Gross IRR IRR(1) Investments(2) Bond Index Index
($ in millions)
KKR Financial(3) 200¢ $ 1,610. 19.5% 17.1% $ 5,692.° 3.7% 9.1%
KKR Strategic Capital
Funds 200¢ 1,141 .( 41.: 34.8% $ 2,809.! 5.€ 14.7
Total 2,751.. 8,502.:

(1) 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 reinvestaiall 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 acteiirns for the Lehman Aggregate Bond Index andvtegill Lynch High Yield
Index of 2.8% and 7.0%, respectively, for the sam@od.

(2)  Total investments include investments held direatig synthetically through total rate of return pavand credit default swaps and
also includes both funds' pro rata interest inhtbielings of an unconsolidated affiliate.

3) Excludes investments by KKR Financial in residdrtiartgage-backed securities, which totaled $11il@i as of March 31, 2007. In
connection with its restructuring, KKR Financiaktennounced that it is evaluating various alteweatto reducing these types of
investments.

When considering the data presented alymeeshould bear in mind that the historical resofteur 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 "—KKR FinancialMay 2007 KKR Financial consummated a restruoguplan that may significantly
affect the allocation of the fund's investments agiearious asset classes and could result in ttg @diaposition of some or all of the fund's
mortgagerelated investments or a sale of the fund's REBBsliary, KKR Financial Corp. In addition, unlikeost of our private equity func
our credit strategy funds invest in a wide varigtpsset classes, which may generate a broad cdnygelds and cause future results to differ
from time to time based on relative asset allocetiarou should also see "Private Equity Valuatiand Related Data" for a description of
how the values in the table below were calculated.

Debt Investment Approac

Our approach to making debt investmentages on creating investment portfolios that gereatitactive leveraged risidjusted return
on invested capital by using leverage, allocatiagjtal across multiple asset classes, selecting-dglity investments that may be made at
attractive prices, applying rigorous standardsusf diligence when making investment decisions,esinjg 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 analysi®tH#tive 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 analysitides a rigorous analysis of the credit funda@srand capital structure of each credit
considered for investment and a thorough reviethefimpact of credit and industry trends and dymrarmaind dislocation events on such
potential investment.
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Sourcing and Selecting Investments

We source debt investment opportunitiesubh a variety of channels, including our intermiedl 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 hieleéstments 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 oppotywemid make a preliminary determination
concerning whether we should proceed with a dugeatite 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 conypgcompetitive 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, invadtivemnks and industry experts as appropriate istakem 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 investrtensing daily, quarterly and annual analyses.daily analyses includes morning market
meetings, industry and company pricing runs, ingushd company reports and discussions with ouitgqestment 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 rtanmg and documentation
requirements.

KKR Financial
Overview

KKR Financial is a finance company that coemced operations in July 2004 to invest in a braade of investments. Since its
formation, the fund has issued over $1.6 billiorrafmon stock to investors through public and peafferings and is traded on the New
York Stock Exchange under the symbol "KFN." Thipita includes $82.9 million of capital that wasagbuted by our investment
professionals in their personal capacity. As of &aB1, 2007, insiders consisting principally of KiiRestment professionals owned 12.1%
of KKR Financial's outstanding common stock onléy/fdiluted basis. As described under "—Restructgrof the Fund from a REIT;
Diversification of Investments,"” prior to May 4,20 KKR Financial was organized as a real estatesiiment trust, or REIT, and subsequent
to May 4, 2007 is organized as a limited liabiitympany. This change in corporate structure wilhpeKKR Financial to invest up to 100%
of its investments in corporate loans and debtrigEsiand equity securities in the future.
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Management Fees and Incentive Amoi

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 servieesare 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, aijdr¢iained earnings adjusted for stock-based cosgtéen); and

. a quarterly incentive fee that is generally eqaahe amount by which the fund's (i) net incomedgheincentive amounts and
stock-based compensation expenses) per weightedgevshare of the fund's common stock for the quaceeds (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 J&ay Treasury securities
during the quarter.

Our management agreement with KKR Finangithllautomatically be renewed for successive orarterms 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 by at least two-thwélthe fund's independent directors or by the hrsldé a majority of the
outstanding shares of the fund's common stock lamtermination is based upon (i) a determinatien ¢lur performance has
been unsatisfactory and materially detrimentahtoftind or (ii) a determination that the managenaadtincentive fees paya
to us are not fair (subject to our right to prevamérmination by reaching an agreement to reducenanagement and incent
fees), in which case a termination fee is payablest or

. our subsidiary that manages the fund experientelkamge of control" or we materially breach theyisions 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 sagement fee for providing
management services. As of March 31, 2007, we pauwaanently 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

KKR Financial's investment activities haistorically been influenced by the fund's electiobe taxed as a REIT. While the fund's
investment guidelines impose limited restrictionstloee amount of capital that the fund may investng specific asset class, industry or
investment, in order to maintain its qualificatiam a REIT, the fund has been required to invdstat 75% of its assets in real estate assets a
defined in the Internal Revenue Code and to geaatdeast 75% of its gross income from real estateces and at least 95% of its gross
income from real estate sources and other pernptiedive sources, such as dividends and interastt®these requirements, the fund
historically has held a significant amount of resitlal mortgage loans and mortgage-backed seaudtidts statement of financial condition,
while using investments in corporate debt and gaantd applying varying degrees of leverage to eobaeturns.
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As of March 31, 2007, the fund's investnmaartfolio 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 $ 16,147,17 $ 16,154,08

Q) Investments exclude KKR Financial's pro rata irgene corporate loans and debt securities of amnsaidated affiliate totaling
$739.1 million and synthetic investments throughltecate of return and credit default swap consract

2 Non-marketable equity securities consist primasfiprivate equity investments that the fund has en@ldngside our private equity
funds.

Restructuring of the Fund from a REIT; Diversificat of Investment

In May 2007, KKR Financial consummated ithplementation of a restructuring plan pursuanwkich shares of common stock in Kk
Financial were exchanged for common shares in KiKRrt€ial Holdings LLC, or "KFN Holdings," a limiteléhbility company that became
the parent company of KKR Financial following theekange. The purpose of the fund restructuringtewgsovide the fund with the
flexibility to reallocate a significant portion @k capital to non-real estate investments, sudogsorate loans and debt securities and
marketable and nomarketable equity investments. Compared to reategtvestments, these types of investments hisityihave generate
significantly greater returns on equity for thedun

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 eqeidtyital was invested in non-real estate-relatedstments, excluding marketable and non-
marketable equity securities, and approximately B2%s raised equity capital was invested in m#akke 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 investis was approximately 8% and its annualized redarits raised equity capital invested in its
non-real estate investments, excluding marketatddenan-marketable equity securities, was approxina@1%. Since the fund's inception
and through March 31, 2007, the fund has not redlany gains, losses, or income on its non-marletafuity security investments which
consist primarily of private equity investments.

We are evaluating various alternativesetiucing the fund's residential real estate-relateelstments, including allowing our residential
real estate-related investments to pay down irotbaary course or selling residential real estatated investments (which may include the
sale of all or part of the common stock of KKR Fingl Corp.). We believe that, if we were to alltve fund's residential real estate-related
assets to pay down in the ordinary course, théoelon of capital would occur over three or fgears as our residential real estate-related
investments pay down as a result of both schecarneattization and prepayments, although it coulé fakger absent other liquidation
strategies. Estimating the prepayment rates omasiglential real estate-related investments is déficult because
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of factors that we cannot control or accuratelydpresuch as future interest rates and housingegri€he fund will also consider selling
certain residential real estate-related investments

KKR Strategic Capital Fund:
Overview

The KKR Strategic Capital Funds consisthoée 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 $illibn of capital to the side-by-side funds aduwdrch 31, 2007. These include
$87.7 million of capital contributed by our invesint professionals in their personal capacity ankb¥Lmillion of capital contributed by our
private equity-oriented permanent capital fund. Tthreds will be open to additional capital contrilous 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 fupdevailing net asset value) only after the expiratbf an applicable lockp period or upon tt
occurrence of certain other redemption events.ldtleup period is at least 25 months from the @ditihe capital contribution in the case of
investors who have agreed to pay higher manageamehincentive fees and 60 months from the datheo€apital contribution in the case of
investors who have agreed to pay lower fees arriedanterests, as described below. Each indivifiuradl generally has the ability to limit t
amount of equity that may be redeemed at any tinetérests representing no more than 15% of itsseet value at such time, and fund
investors are required to comply with certain neficovisions in order to redeem their equity.

Management Fees and Incentive amol

We have entered into management agreemateach primary fund comprising the KKR StrateGiapital Funds pursuant to which we
have agreed to provide the primary fund with managyg and other services. Under the managementragraghat we have entered into v
each primary fund (and, in some cases, other dosteg®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 fest ts equal to 0.1667%
(or 2.0% annualized) of the net asset value ofrtlividual fund that is allocable to those investand (ii) an annual incentive
fee or carried interest that is equal to 20% ofitloeease in the net asset value of the indivifluad that is allocable to those
investors above the highest net asset value atwaridncentive fee or carried interest has preVyobsen paid; and

. with respect to investors who have agreed to a @dtimlock-up period, (i) a monthly management fest ts equal to 0.1250%
(or 1.5% annualized) of the net asset value optiraary fund that is allocable to those investard éi) an annual incentive fi
or carried interest that is equal to 15% of theease in the net asset value of the individual fimad is allocable to those
investors above the highest net asset value atwaridncentive fee or carried interest has preVoboesen paid.

Our management agreements with the indatitiinds comprising the KKR Strategic Capital Fundéautomatically be renewed for
successive one-year terms unless the agreementsminated 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, geographic and industry exposure artdge year.

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 be