EDGAR'pro

iy EDGAR Dnlire”

KKR & CO. INC.

FORM 425

(Filing of certain prospectuses and communications in connection with business combination transactions)

Filed 03/02/09

Address 9 WEST 57TH STREET, SUITE 4200
NEW YORK, NY, 10019
Telephone 212-750-8300
CIK 0001404912
Symbol KKR
SIC Code 6282 - Investment Advice
Industry  Investment Management & Fund Operators
Sector  Financials
Fiscal Year 12/31

Powere d By EDGA;Rbn]ine

http://www.edgar-online.com
© Copyright 2020, EDGAR Online, a division of Donnelley Financial Solutions. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online, a division of Donnelley Financial Solutions, Terms of Use.


https://www.edgar-online.com

Filed by KKR & Co. L.P

Pursuant to Rule 425 under

Securities Act of 1933, as amen

Subject Company: KKR Private Equity Investors,.
Registration No.: 3334433!

KKR Private Equity Investors Reportsits Financial Resultsfor the Fourth Quarter and Year Ended December 31, 2008
NAV per Unit of $12.78 as of December 31, 2008

Guernsey, Channel Islands, March 2, 2009 — KKR&®e\Equity Investors, L.P. (Euronext Amsterdam: IKREGuernsey limited partnership
that is invested predominantly in private equityestments identified by Kohlberg Kravis Roberts & C'KKR”), today reported its financi
results for the quarter and year ended Decembe2@®1B. As of December 31, 2008, KPE's net asseievENAV") was $2,618.7 million, or
$12.78 per unit.

Henry R. Kravis, Co-Founder of KKR and Co-ChairntduiiKPE’s Managing Partner’s Board of Directors, coemted, “The steep declines in
global capital markets during the fourth quartedt hasizable negative impact on KPE's quarterly NAWVe believe that the valuations of
KPE's underlying private equity investments are en@flective of broader global macroeconomic caodg and mark-to-market
considerations than they are of the fundamentaliRi. KKR has full confidence that KPE's portfolidll ultimately produce realizations
which will accrue to the benefit of KPE unitholdafter the economy has stabilized.”

George R. Roberts, Co-Founder of KKR and Co-Chairof&KPE’s Managing Partner’s Board of Directorsnenented, “Private equity is
inherently a long-term asset class. Our succassvier predicated on short-term gains or singletguaaluations, but on working to improve
the operations of our portfolio companies over geard through economic cycles. We believe thatawe Ipositioned the companies in KBE’
portfolio well for an extended period of slower lgéd growth by managing costs, anticipating refinagdssues and deleveraging. We
maintain our adherence to our core values of pediediscipline, multifaceted stakeholder engageraadtstrong corporate governance, as
these are the best ways we know to grow and impbagaesses in the long run.”

Results of Operations

Operating results of KPE for the quarter ended Ddxr 31, 2008 are highlighted as follows:

* Net unrealized depreciation on investments anddareurrency transactions was $1,178.1 million. Test significant changes in
the unrealized fair value of investments from Seqiter 30, 2008 to December 31, 2008 were:




A decrease of $164.6 million in the value of theestment in First Data Corporation (“First Datathich was marked froi
1.0 times cost as of September 30, 2008 to 0.6staseof December 31, 2008;

A decrease of $128.2 million in the value of theeistment in Alliance Boots GmbH (“Alliance Bootsiyhich was marked
from 1.0 times cost as of September 30, 2008 t¢id&s as of December 31, 2008. Including the impé&foreign currency
translation, the Alliance Boots investment was redrkn a U.S. dollar basis from 0.9 times to 0.@fras of December 31,
2008;

A decrease of $121.2 million in the value of theestment in HCA Inc. (“HCA”), which was marked frahi2 times cost as
of September 30, 2008 to 0.8 times as of Decembe2(B8;

A decrease of $111.3 million in the value of theeistment in NXP B.V. (“NXP”), which was marked otJ&S. dollar basis
from 0.5 times cost as of September 30, 2008 tdihds as of December 31, 2008;

A decrease of $109.6 million in the value of theeistment in Energy Future Holdings Corp. (“EFH"hieh was marked
from 1.0 times cost as of September 30, 2008 tdid&s as of December 31, 2008;

A decrease of $106.2 million in the value of theestment in Capmark Financial Group Inc. (“Capmgrithich was
marked from 0.8 times cost as of September 30, 20081 times as of December 31, 2008;

A decrease of $77.1 million in the value of thegstment in PagesJaunes Groupe S.A. (“PagesJauwbgh is held
through a leveraged holding company, based on kehguotation on a U.S. dollar basis;

A decrease of $68.0 million in the value of thedstment in KION Group GmbH (“KION"), which was matkon a Euro
basis from 0.7 times cost as of September 30, B0 times as of December 31, 2008. IncludingrtiyEact of foreign
currency translation, the KION investment was mdr&r a U.S. dollar basis from 0.8 times to 0.2 siras of December 31,
2008;

A decrease of $60.9 million in the value of thedstment in Biomet, Inc. (“Biomet”), which was madkieom 1.0 times
cost as of September 30, 2008 to 0.8 times as oéber 31, 2008;

A decrease of $42.8 million in the value of thedstment in The Nielsen Company B.V. (“Nielsen”)igthwas marked
from 1.1 times cost as of September 30, 2008 t¢id&s as of December 31, 2008;

A decrease of $38.6 million in the value of theastment in U.S. Foodservice, Inc. (“U.S. Foodseryjovhich was
marked from 1.0 times cost as of September 30, 2008 times as of December 31, 2008;

A decrease of $30.5 million in the value of thegstment in ProSiebenSat.1 Media AG (“ProSiebenPEI§ original
investment of $220.2 million in ProSieben was mdr&a both a Euro and U.S. dollar basis from 0.Ek$most as of
September 30, 2008 to nil as of December 31, 2DQ&ing the quarter ended December 31, 2008, KPEsi®d an
additional $30.2 million in ProSieben, which wasrkeal to 0.8 times cost as of December 31, 20080t & Euro and a
U.S. dollar basis. Overall,




the ProSieben investment remained at 0.1 timesortpobbth a Euro basis and a U.S. dollar basis &soémber 31, 2008;
and

* Anincrease of $32.5 million in the value of theestment in Dollar General Corporation (“Dollar @eal”), which was
marked from 1.0 times cost as of September 30, 20081 times as of December 31, 2008.

* Netinvestment loss was $19.4 million, which prpatly represented interest expense, general anthadrative expenses and
management fees, offset by interest and divideoohire;

* Netrealized loss on investments and foreign cayrevas $46.2 million. The net realized loss wasarily comprised of $62.8
million from the sale of opportunistic investmemsublic equities, related derivative instrumeantsl the sale of fixed income
investments and $21.7 million from the sale of Btugents by KKR Strategic Capital Institutional Fuhtl. (“SCF”"), offset by a
realized gain of $38.3 million related to the tamation of certain transactions under forward faneigrrency contracts; and

* The net decrease in net assets resulting from tipesavas $1,243.6 million and KPE's total returasi32.2) percent during the
quarter.

Operating results of KPE for the year ended Decer@be2008 are highlighted as follows:

* Net unrealized depreciation on investments anddareurrency transactions was $2,177.6 million. Test significant changes in
the unrealized fair value of investments from Deben81, 2007 to December 31, 2008 were:

* A decrease of $240.3 million in the value of theeistment in PagesJaunes, which is held througheadged holding
company, based on a market quotation on a U.Sardudisis;

. A decrease of $211.0 million in the value of thegistment in NXP, which was marked on a U.S. dd&sis from 0.9 time
cost as of December 31, 2007 to 0.1 times as oémber 31, 2008;

* A decrease of $183.1 million in the value of theeistment in ProSieben. KPE's original investmer$2i20.2 million in
ProSieben was marked on a Euro basis from 0.7 thmsisas of December 31, 2007 to nil as of Decer8bg2008.
Including the impact of foreign currency translatithe ProSieben investment was marked on a Ul&r dasis from 0.8
times to nil as of December 31, 2008. During thartgr ended December 31, 2008, KPE invested aniauaili $30.2
million in ProSieben, which was marked to 0.8 timest as of December 31, 2008 on both a Euro an&adollar basis.
Overall, the ProSieben investment was marked oara Basis from 0.7 times to 0.1 times and fromtitogs to 0.1 times @
a U.S. dollar basis as of December 31, 2008;




A decrease of $181.6 million in the value of theestment in Capmark, which was marked from 1.3 si@st as of
December 31, 2007 to 0.1 times as of December(§1g;2

A decrease of $170.1 million in the value of theeistment in Alliance Boots, which was marked orueobbasis from 1.0
times cost as of December 31, 2007 to 0.8 times Becember 31, 2008. Including the impact of fgneturrency
translation, the Alliance Boots investment was mdrkn a U.S. dollar basis from 1.0 times to 0.&&ms of December 31,
2008;

A decrease of $167.4 million in the value of thewertible senior note investment in Sun Microsysteinc.;

A decrease of $164.6 million in the value of thegistment in First Data, which was marked from ®$ cost as of
December 31, 2007 to 0.6 times as of December@®i3;2

A decrease of $123.4 million in the value of theeistment in HCA, which was marked from 1.2 timest@s of
December 31, 2007 to 0.8 times as of December(18;2

A decrease of $118.5 million in the value of theestment in Aero Technical Support & Services,r3.dthe operating
company changed its name from Air Canada Techiiealices (ACTS) to Aveos Fleet Performance Inchictvwas
marked on both a Canadian dollar and U.S. dollaistfaom 1.0 times cost as of December 31, 200! tas of
December 31, 2008;

A decrease of $112.4 million in the value of theeistment in KION, which was marked on a Euro basi 1.0 times cost
as of December 31, 2007 to 0.2 times as of DeceBhe2008. Including the impact of foreign curreti@nslation, the
KION investment was marked on a U.S. dollar basisf1.1 times to 0.2 times as of December 31, 2008;

A decrease of $109.6 million in the value of thegistment in EFH, which was marked from 1.0 timest es of
December 31, 2007 to 0.7 times as of December18;2

A net decrease of $65.8 million in the value of tbavertible preferred stock investment in Orientfbration and the
related foreign currency exchange contract;

A decrease of $73.4 million in the value of thegstment in Legrand Holdings S.A., based on a mayketation on a U.S.
dollar basis;

A decrease of $60.9 million in the value of thedstment in Biomet, which was marked from 1.0 timest as of
December 31, 2007 to 0.8 times as of December@®18;2

A decrease of $38.6 million in the value of thedstment in U.S. Foodservice, which was marked ftdirtimes cost as of
December 31, 2007 to 0.8 times as of December@®i3;2

A decrease of $21.6 million in the value of thedstment in Nielsen, which was marked from 1.0 ticest as of
December 31, 2007 to 0.9 times as of Decemberi8;2and
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. An increase of $32.5 million in the value of thegstment in Dollar General, which was marked frafhtimes cost as of
December 31, 2007 to 1.1 times as of times as oéDéer 31, 2008.

* Netinvestment loss was $86.2 million, which prpadly represented interest expense, managemenafeegeneral and
administrative expenses, offset by interest anaidivd income;

* Netrealized loss on investments and foreign cagravas $104.4 million. The net realized loss wamarily comprised of $88.3
million from the sale of opportunistic investmeimgublic equities, related derivative instrumeans! the sale of fixed income
investments, $46.9 million from the sale of investis by SCF and $23.5 million from the secondalgssaf investments in limited
partner interests of the KKR 2006 Fund and the KiRennium Fund, offset by realized gains of $3&8lion from the termination
of certain transactions under forward foreign coegecontracts and $16.0 million from the sale a partial sale of investments in
certain portfolio companies by KKR’s private equityds; and

*  The net decrease in net assets resulting from tpesavas $2,368.1 million and KPE's total returasiff47.5) percent during the
year ended December 31, 2008.

Investments

KPE invests its capital as the sole limited parofékKR PEI Investments, L.P. (the “Investment BRarship”). As of December 31, 2008, the
fair value of the Investment Partnership’s portiaf private equity investments, net of relate@ficing, and opportunistic investments was
$3,002.6 million, which consisted of:

* Investments of $1,185.0 million in the following RKprivate equity funds:

« KKR 2006 Fund L.P.

« KKR Asian Fund, L.P.

« KKR European Fund, Limited Partnership

« KKR European Fund IlI, Limited Partnership
« KKR European Fund Ill, Limited Partnership
« KKR Millennium Fund L.P.

*  Co-investments of $1,414.7 million in the followipgrtfolio companies of KKR'’s private equity funds:

« Alliance Boots GmbH

o Biomet, Inc.

o Capmark Financial Group Inc.
« Dollar General Corporation

« Energy Future Holdings Corp.
« First Data Corporation

« HCAInc.

« KION Group GmbH

e The Nielsen Company B.V.

« NXPB.V.

o PagesJaunes Groupe S.A.

« ProSiebenSat.1 Media AG

« U.S. Foodservice, Inc.




* Negotiated equity investments of $299.1 milliont, oferelated financing, in the following companies:

e Sun Microsystems, Inc.
e Orient Corporation
e Aero Technical Support & Services S.ar.l.

+  Opportunistic investments of $103.8 million as dalk:

« Investments by KKR Strategic Capital InstitutioRaind, Ltd.
»  Fixed income investments
* Investments in publicly traded securities

Please refer to the schedule of investments asoémber 31, 2008, included elsewhere in this re|das detailed amounts of the investm
listed above.

Commitments

As of December 31, 2008, the Investment Partnesshgnaining capital commitments related to limifttner interests in KKR’s private
equity funds were as follows, with amounts in roifis:

KKR 2006 Fund L.P $ 4497
KKR European Fund lll, Limited Partnerst 291.2
KKR Asian Fund L.P. 218.¢

$ 959.:

We expect that the unfunded capital commitmentsgimeed above will be called over a period of sdyarars.

Liquidity and Capital Resources

As of December 31, 2008, the Investment Partneifsiipa cash balance of $623.3 million and had $9llion outstanding on its $1.0
billion five-year senior secured credit facilitytaslished on June 11, 2007.

The Investment Partnership’s availability for fuethborrowings under the credit facility was $51.#dlion as of February 27, 2009 or $7.5
million assuming that the commitment held by Lehr@anmmercial Paper Inc., which has declared ban&yptill not fund any part of its
remaining commitments.

Subsequent to December 31, 2008 and through Fg2idaP009, the Investment Partnership sold theaneder of its opportunistic
investments in fixed income investments and puddjaities with a fair value of $41.2 million as oé&mber 31, 2008 for proceeds of $47.4
million. In addition, the Investment Partnershigtleel securities sold short, not yet purchased wifair value of $1.9 million as of
December 31, 2008 for $1.6 million. As of Februay 2009, the Investment Partnership’s pro fornsh ¢mlance was $669.1 million as of
February 27, 2009, which represented the cash ¢alas of December 31, 2008 and the net proceeustifi® transactions described above.
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Business Environment

Global capital markets continued to experience shideiring the fourth quarter of 2008 as the cotitradrought on by the global financial
and economic crisis accelerated. During the foqutrter, the valuations of equity and debt se@gitiontinued to decline; credit remained
generally constricted and credit markets weak; aores spending deteriorated; home prices continoidallf unemployment rates rose; eqt
market volatility levels remained historically etégd; and financial intermediation was challengiMg anticipate that worldwide economies
and capital markets will remain under stress ferfireseeable future as the investment communitksweith governmental and regulatory
bodies to implement solutions to the credit crisidl restore confidence in global financial systefyssa result, sources of liquidity may be not
only more difficult, but also impossible to obtamthe current market environment.

In addition, subsequent to December 31, 2008 amdi¢in February 27, 2009, there has been a furéding in the global economy and
capital markets. Until the close of the first geaand the completion of the first quarter valoatprocess, KPE and the Investment
Partnership will not know the exact impact of théxline on first quarter valuations or results pé@tions. The state of the financial markets
may also adversely impact other aspects of thenbasj operations, investments or prospects of KidEhe Investment Partnership in ways
that are not currently foreseeable.

Business Combination Transaction

On July 27, 2008, KPE and KKR & Co. L.P. announadthnsaction for KKR & Co. L.P. to acquire allthé assets and all of the liabilities
KPE in return for the issuance to KPE unitholddrsastain interests in KKR & Co. L.P. (the “Trantan”). KKR & Co. L.P. is an affiliate o
KKR. The financial world and markets have changesrdhtically since July 2008. KKR and the independiectors of KPE's general
partner are in the process of evaluating the impftttese changes on the continued advisabilith@fTransaction and hope to complete their
analysis over the next several weeks.

Reinvestment by KKR

Pursuant to the Investment Agreement between KBEK&R, whereby KKR agreed to cause its affiliatesdinvest in KPE common units,
on a periodic basis, an amount equal to 25% o&tiigegate pre-tax cash distributions, if any argjlesit to certain exceptions, that are made
in respect of the carried interests and incentis&idution rights, one or more affiliates of KKRllbe purchasing $0.2 million of KPE
common units through open market transactions theeEuronext Amsterdam stock exchange or in priyategotiated transactions, basec
market conditions. As required by the Investmente&gnent, such purchased common units will be stlijest three-year lock-up. Affiliates
investing in KPE’s common units will not include IRXs traditional private equity funds.
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Financial Report

KPE's annual financial report, which includes itsahcial statements and the consolidated finastéaéments of the Investment Partnership,
will be available on its website (www.kkrprivateétyinvestors.com) following the close of Euronexnaterdam on Monday, March 2, 2009.
KPE encourages investors to carefully read thesardents accompanying this news release.

Information for Investors- Teleconference and Webcast

KPE will discuss its financial results on a telefawance to be broadcast live on the Internet onddgnMarch 2, 2009 at 7:00 p.m. CET
(Amsterdam) / 6:00 p.m. GMT (Guernsey) / 1:00 pa8T (New York City). A webcast (listen only) of thedeconference can be accessed via
the Investor Relations section of KPE’s websitenatv.kkrprivateequityinvestors.com.

About KPE

KKR Private Equity Investors, L.P. (Euronext Amsi@m: KPE) is a Guernsey limited partnership thakseo create long-term value by
participating in private equity and other investiseidentified by Kohlberg Kravis Roberts & Co. (“HX). As of December 31, 2008, over
95% of KPE'’s $3.4 billion portfolio was comprisefllimited partner interests in six KKR private etyufunds, co-investments in 13
companies alongside the private equity funds agotigted equity investments. The remainder of KRi®gfolio as of December 31, 2008
was invested primarily in cash and other tempogay opportunistic investments. KPE is governeddgéneral partner’'s board of directors,
which is required to have a majority of independéirgctors, and makes its investments as the soitetl partner of another Guernsey limi
partnership, KKR PEI Investments, L.P.

The common units and related restricted depositaitg of KPE are subject to a number of ownershigh taansfer restrictions. Information
concerning these ownership and transfer restristieincluded in the Investor Relations sectioiKBE's website at
www.kkrprivateequityinvestors.com.

No Offering Statemer

This release does not constitute an offer of stearior sale in the United States. Securities maybe offered or sold in the United States
absent registration or an exemption from regisiratAny public offering of securities to be madehe United States will be made by means
of a prospectus that may be obtained from KPE hativtill contain detailed information about KPE andnagement, as well as financial
statements.




ForwardlLooking Statements

This release may contain certain forward-lookirggesnents with respect to the financial conditi@sutts of operations, liquidity,
investments, business, net asset value and prespieéPE and the transaction with KKR & Co. L.P. 8ir nature, forward-looking
statements involve risk and uncertainty, because télate to events and depend on circumstancewihaccur in the future, and there are
many factors that could cause actual results amdlolements to differ materially from those expresseimplied by these forward-looking
statements. KPE does not undertake to update atmgsé forward-looking statements.

*kkkkk

Investor Contac: Media Contact:

Kate de Mul Kohlberg Kravis Roberts & Cc
Investor Relations Manag Peter McKillop

KKR KPE LLC Kristi Huller

+1.212.659.202 +1.212.750.830!

media@kkr.con

Additional Information about the Transaction andéfhto Find It

This release contains information in respect ofpftaposed transaction involving KKR & Co. L.P. 8RBE. In connection with the proposed
transaction, KKR & Co. L.P. has filed with the Setias Exchange Commission (“SEC”) an amendmeiistexisting Registration Statement
on Form S-1 (file no. 333-144335) and will be fijinther documents regarding the proposed transawiih the SEC INVESTORS AND
SECURITY HOLDERS OF KPE ARE URGED TO READ THE REGISTRATION STATEMENT AND OTHER DOCUMENTS

FILED WITH THE SEC CAREFULLY IN THEIR ENTIRETY BECAUSE THEY WILL CONTAIN IMPORTANT

INFORMATION ABOUT THE PROPOSED TRANSACTION. The final prospectus contained in the registrasimtement will be mailed
or otherwise disseminated to the holders of KPBmmon units. Holders of KPE'common units will be able to obtain free copikthe final
prospectus (when available) and other documermd ¥ilith the SEC by KKR & Co. L.P. through the wdle snaintained by the SEC at
www.sec.gov. Free copies of the final prospectusefwavailable) and other documents filed with te€®an also be obtained by directing a
request to KKR & Co. L.P., 9 W. 57th Street, S4IB®0, New York, New York 10019, Attention: Invesielations.

FINANCIAL SCHEDULES FOLLOW
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KKR PRIVATE EQUITY INVESTORS, L.P.

STATEMENTSOF ASSETSAND LIABILITIES
(Amountsin thousands, except unit and per unit amounts)

December 31, December 31,
2008 2007
ASSETS:
Investments in limited partner interests of KKR Pialestments, L.P., at fair val $ 2,622,971 $ 4,984,53.
Cash and cash equivalel 2,09t 452
Prepaid expenses 171 141
Total assets 2,625,23 4,985,12
LIABILITIES:
Accrued liabilities 4,92 1,82z
Due to affiliate 1,64( 93C
Total liabilities 6,56 2,75:
COMMITMENTS AND CONTINGENCIES — —
NET ASSETS $ 2,618,66! $ 4,982,37.
NET ASSETS CONSIST Of
Partners’ capital contributions, net (common uaiisstanding of 204,902,226 and
204,550,001, respectivel $ 483451 $ 4,830,111
Distributable earnings (loss) (2,215,84) 152,26:
$ 2,618,660 $ 4,982,37.
Net asset value per common L $ 12.7¢  $ 24.3¢
Market price per common unit $ 35C $ 18.1¢
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KKR PRIVATE EQUITY INVESTORS, L.P.

STATEMENTS OF OPERATIONS
(Amountsin thousands)

Quarter Ended (Unaudited) Year Ended
December 31, December 31, December 31, December 31,
2008 2007 2008 2007
NET INVESTMENT INCOME (LOSS) ALLOCATED FRON
THE KKR PRIVATE EQUITY INVESTMENTS, L.P
Investment incom $ 4,742 3 16,77¢ $ 45277 $ 126,54
Expenses 18,70¢ 36,49 109,93 100,70
(13,697) (19,72 (64,65 25,83:
INVESTMENT INCOME—Interest incomu 1 14 88 70
EXPENSES—General and administrative expenses 5,432 2,50¢ 21,60¢ 6,87/
NET INVESTMENT INCOME (LOSS) (19,399 (22,217 (86,174 19,02¢
REALIZED AND UNREALIZED GAIN (LOSS) FROM
INVESTMENTS AND FOREIGN CURRENCY ALLOCATED
FROM KKR PRIVATE EQUITY INVESTMENTS, L.P.
Net realized gain (los: (46,157 (8,227) (104,35¢) 113,19¢
Net change in unrealized depreciation (1,178,07)) (259,379 (2,177,58) (136,359
Net loss on investments and foreign currency treticsas (1,224,23) (267,600 (2,281,93) (23,169)
NET DECREASE IN NET ASSETS RESULTING FROM
OPERATIONS $ (1,243,62) $ (289,819 $ (2,368,11) $ (4,139
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KKR PRIVATE EQUITY INVESTORS, L.P.

STATEMENTS OF CHANGESIN NET ASSETS
(Amountsin thousands, except common units)

NET ASSET—DECEMBER 31, 2006
NET DECREASE IN NET ASSETS FROM OPERATIONS FOR TMEAR ENDED DECEMBER 31, 200
Net investment incom
Net loss on investments and foreign currency treticses
Net decrease in net assets resulting from opesation
Distribution to unitholders
NET ASSETS—DECEMBER 31, 2007
NET DECREASE IN NET ASSETS FROM OPERATIONS FOR TMEAR ENDED DCEMBER 31, 200¢
Net investment los
Net loss on investments and foreign currency treticees
Net decrease in net assets resulting from opesation
Partners’ capital contributions (issued 352,225 romm units)

NET ASSETS—DECEMBER 31, 2008

12

19,02¢
(23,167
!4,131)

(49,09))
$ 4,982,37:

(86,179
(2,281,93)

(2,368,11)
4,407




KKR PRIVATE EQUITY INVESTORS, L.P.

STATEMENTS OF CASH FLOWS
(Amountsin thousands)

Year Ended
December 31, December 31,
2008 2007

CASH FLOWS FROM OPERATING ACTIVITIES
Net decrease in net assets resulting from opes $ (2,368,11) $ (4,139
Adjustments to reconcile net increase (decreasegtimssets resulting from operations to cash ask
equivalents provided by (used in) operating acési

Net investment loss (income) allocated from KKR Rislestments, L.F 64,657 (25,839
Net loss on investments and foreign currency tretias allocated from KKR PEI Investments
L.P. 2,281,93 23,16:
Shar-based compensation expel 49 25
Changes in operating assets and liabilit
Distribution received from KKR PEI Investments, L 14,96¢ 54,08:
Increase in prepaid expens (30 (30
Increase in accrued liabilitie 3,05¢ 58¢
Increase in due to affiliate 71C 56€
Net cash flows provided by (used in) operating\étigis (2,764 48,42¢
CASH FLOWS FROM FINANCING ACTIVITIES
Partner’ capital contributions 4,407 —
Distribution to unitholders — (49,099
Net cash flow provided by (used in) financing aititas 4,407 (49,099
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT 1,64z (664)
CASH AND CASH EQUIVALENTS—Beginning of period 452 1,11¢
CASH AND CASH EQUIVALENTS—ENnd of period $ 2,098 $ 452
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KKR PEI INVESTMENTS, L.P. AND SUBSIDIARIES

CONSOLIDATED STATEMENTSOF ASSETSAND LIABILITIES
(Amountsin thousands)

December 31, December 31,
2008 2007
ASSETS:
Investments, at fair valu
Opportunistic investmer—Class A (cost of $84,852 and $512,607, respecij $ 41,18 $ 458,79.
Co-investments in portfolio companies of privateiggfunds—Class B (cost of $2,663,611 and
$2,635,583, respectivel 1,414,74. 2,653,03!
Negotiated equity investmer—Class B (cost of $992,582 and $992,582, respegji 649,15! 985,55’
Private equity func—Class C (cost of $1,683,609 and $1,813,751, reispdot 1,184,95! 1,847,88
Non-private equity fund—Class D (cost of $161,148 195,869, respectively) 62,58 189,34!
3,352,62! 6,134,62
Cash and cash equivalel 623,31¢ 255,41
Cash and cash equivalents held by a-private equity func 88 1,091
Restricted cas 18,01 42,23%
Unrealized gain on foreign currency exchange ceh 3,00( —
Other assets 7,68¢ 8,04
Total assets 4,004,72. 6,441,40
LIABILITIES:
Accrued liabilities 37,69 30,73(
Due to affiliates 2,86¢ 11,96:
Securities sold, not yet purchased (proceeds @85land $0, respectivel 1,91¢ —
Options written (proceeds of $0 and $7,290, resyely) — 5,26t
Unrealized loss on foreign currency exchange cotgrand an interest rate swap, 32,33 46,05
Other liabilities 117 182
Revolving credit agreeme 951,21 1,002,241
Long-term debt 350,00 350,00t
Total liabilities 1,376,13 1,446,42!
COMMITMENTS AND CONTINGENCIES — —
NET ASSETS $ 2,628,59. $ 4,994,97
NET ASSETS CONSIST Of
Partner’ capital contribution: $ 4,836,56i $ 4,836,56!
Distributable earnings (loss) (2,207,97) 158,41(
$ 2,628,59. $ 4,994,97
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KKR PEI INVESTMENTS, L.P. AND SUBSIDIARIES

CONSOLIDATED SCHEDULE OF INVESTMENTS
(Amountsin thousands, except per centage amounts)

December 31, 2008
Fair Value as

Fair a Percentage
Investment Class Cost Value of Net Assets
INVESTMENTS BY TYPE:
Opportunistic investment A
Fixed income investmen $ 83,21t $ 40,10¢ 1.5%
Public equities — common stocks 1,63% 1,07 0.C
84,85 41,18: 1.5
Cc-investments in portfolio companies of private egfitnds: B
Dollar General Corporatio 250,00( 275,00( 10.t
HCA Inc. 250,00 200,00 7.€
The Nielsen Company B.\ 200,00( 180,00( 6.8
Alliance Boots Gmbt 301,35: 175,12 6.7
Biomet, Inc. 200,00 160,00( 6.1
Energy Future Holdings Cor 200,00( 140,00( 5.3
First Data Corporatio 200,00( 120,00( 4.€
U.S. Foodservice, In 100,00( 80,00( 3.C
NXP B.V. 250,00( 25,00( 1.C
KION Group GmbH 112,82: 23,96: 0.¢
ProSiebenSat.1 Media A 226,91: 22,15¢ 0.8
Capmark Financial Group In 137,32: 13,50( 0.t
PagesJaunes Groupe S.A. 235,20: — —
2,663,61. 1,414,74. 53.¢
Negotiated equity investmen B
Sun Microsystems, Inc. convertible senior nc 701,16: 500,50( 19.C
Orient Corporation convertible preferred st 169,70t 148,65! 5.7
Aero Technical Support & Services S.a r.l. (Aveos) 121,71. — —
992,58 649,15! 24.7
Private equity funds C
KKR 2006 Fund L.P 1,105,78 821,23 31.2
KKR Millennium Fund L.P. 203,71t 132,08: 5.C
KKR European Fund, Limited Partnersl 202,11 128,29t 4.9
KKR Asian Fund L.P 66,057 49,25¢ 1.6
KKR European Fund I, Limited Partnerst 96,95¢ 49,03: 1.8
KKR European Fund I, Limited Partnership 8,971 5,051 0.2
1,683,60! 1,184,95 45.1
Non-private equity funds — Investments by KKR Strate@apital
Institutional Fund, Ltd D 161,14t 62,58: 2.4

Continued on the following page.
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KKR PEI INVESTMENTS, L.P. AND SUBSIDIARIES

CONSOLIDATED SCHEDULE OF INVESTMENTS, CONTINUED
(Amountsin thousands, except per centage amounts)

December 31, 2008

Fair Value as

Fair a Percentage
Investment Cost Value of Net Assets
INVESTMENTS BY GEOGRAPHY
North America 3,596,30. $ 2,521,95 95.¢%
Europe 1,656,84 554,22° 21.1
Asia Pacific 332,65: 276,44( 10.F
5,585,80. $ 3,352,62 127.5%
INVESTMENTS BY INDUSTRY :
Health Care 1,079,690 $ 773,06 29.4%
Technology 1,124,59 624,85( 23.¢
Retail 625,54¢ 561,09: 21.z
Financial Service 947,59! 540,86 20.¢€
Media/Telecon 889,27t 329,74 12.
Energy 371,41- 259,16 9.¢
Industrial 436,98¢ 187,04 7.1
Consumer Produc 91,52( 59,19¢ 2.2
Chemicals 19,17: 17,61 0.7
5,585,80. $ 3,352,62 127.5%
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KKR PEI INVESTMENTS, L.P. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)
(Amountsin thousands)

Quarter Ended (Unaudited) Year Ended
December 31, December 31, December 31, December 31,
2008 2007 2008 2007
INVESTMENT INCOME:
Interest income, net of withholding taxes of $156, $155 and
$0, respectivel $ 4587 $ 15,82: $ 36,25( $ 102,60!
Dividend income, net of withholding taxes of $686%, $394
and $1,446, respective 16€ 98¢ 9,121 24,197
Total investment income 4,758 16,81( 45,371 126,80:
EXPENSES
Management fee 4,75¢ 12,07¢ 43,05 46,62¢
Incentive fee: — 30 95¢€
Interest expens 13,06¢ 22,89¢ 61,84: 48,557
Dividend expens 23C — 1,32C —
General and administrative expenses 677 1,54: 3,85¢ 4,67
Total expenses 18,73¢ 36,54¢ 110,07¢ 100,81¢
NET INVESTMENT INCOME (LOSS) (13,98 (19,736 (64,704 25,98:
REALIZED AND UNREALIZED GAIN (LOSS) FROM
INVESTMENTS AND FOREIGN CURRENCY
Net realized gain (loss), net of withholding taeiefit) of $0,
$0, $(37) and $977, respective (46,249 (8,239 (104,579 113,43.
Net change in unrealized depreciation (1,180,53)) (259,914 (2,182,11J) (136,64
Net loss on investments and foreign currency tretieas (1,226,77)) (268,159 (2,286,68.) (23,210

NET INCREASE (DECREASE) IN NET ASSETS ' _ )
RESULTING FROM OPERATIONS $ (1,240,76) $  (287,89) $ (2,351,38) $ 2,77¢
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KKR PEI INVESTMENTS, L.P. AND SUBSIDIARIES

CONSOLIDATED STATEMENTSOF CHANGESIN NET ASSETS
(Amountsin thousands)

NET ASSET—DECEMBER 31, 2006

DECREASE IN NET ASSETS FROM OPERATIONS FOR THE YEERDED
DECEMBER 31, 2007
Net investment incom
Net realized gain on investments and foreign cuaydransaction:
Net change in unrealized depreciation on investmant foreign currency
transaction:
Net increase in net assets resulting from operstion

Fair value of distributions
DECREASE IN NET ASSETS

NET ASSETS—DECEMBER 31, 2007

DECREASE IN NET ASSETS FROM OPERATIONS FOR THE YEERDED
DECEMBER 31, 2008
Net investment los
Net realized loss on investments and foreign cegréransaction
Net change in unrealized depreciation on investsant foreign currency
transaction:
Net decrease in net assets resulting from opesation

Fair value of distributions
DECREASE IN NET ASSETS

NET ASSETS—DECEMBER 31, 2008
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General Limited
Partner Partner Total
$ 10,45« $ 5,035,994 $ 5,046,39
15C 25,83: 25,98:
23€ 113,19¢ 113,43
(287) (136,359 (136,64:)
10¢c 2,67( 2,77¢
(112) (54,087 (54,192
9) (51,417 (51,427
10,44t 4,984,53: 4,994,97!
(47) (64,657 (64,704
(217) (104,35¢) (104,57Y)
(4,529 (2,177,58) (2,182,110
(4,797 (2,346,59) (2,351,38)
(31) (14,969 (15,000
(4,827) (2,361,56) (2,366,38)
$ 5621 $ 2,622,970 $ 2,628,59




KKR PEI INVESTMENTS, L.P. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amountsin thousands)

Year Ended
December 31, December 31,
2008 2007
CASH FLOWS FROM OPERATING ACTIVITIES

Net increase (decrease) in net assets resulting dperation: $ (2,351,38) $ 2,77

Adjustments to reconcile net increase (decreasegtimssets resulting from operations to cash ¢

cash equivalents provided by (used in) operatitiyities:

Amortization of deferred financing cos 86¢ 50¢&
Net realized loss (gain) on investme 104,57: (113,43)
Net change in unrealized depreciation on invests 2,198,83I 96,30:

Increase (decrease) in net unrealized loss ongfio@irrency exchange contracts and an int
rate sway (16,720 40,33¢

Changes in operating assets and liabilit

Purchase of opportunistic investme (124,079 (969,179
Purchase of securities to settle short s (244,936 —
Purchase of optior (7,127 (2,805
Purchase of -investments in portfolio companies of private egfitnds (28,029 (1,685,43)
Purchase of negotiated equity investme — (642,587
Purchase of investments by private equity fu (199,21) (1,269,76)
Purchase of investments by KKR Strategic Capitstitutional Fund, Ltd (14,249 (130,03)
Proceeds from sale of opportunistic investm: 446,48:¢ 633,20°
Proceeds from securities sold short, not yet pueet 259,08! —
Proceeds from options writte 3,52¢ 12,52¢
Proceeds from termination of certain transactiarten forward foreign exchange contra 38,38: —
Proceeds from sale of investments by private eduiigs 321,78t 174,93«
Proceeds from sale of investments by KKR Strat€gipital Institutional Fund, Ltc 2,01z 19,24*
Decrease (increase) in cash and cash equivaleldt®yha nol-private equity func 1,00z (1,09
Decrease in time depo: — 1,000,00!
Decrease (increase) in other as: (5149 24,05¢
Decrease (increase) in restricted ¢ 24,22¢ (42,237
Increase in accrued liabilitie 6,961 29,22°
Increase (decrease) in due to affilic (9,099 6,23¢
Decrease in other liabilities (65) (17,916
Net cash flows provided by (used in) operatingwtatis 412,33t (2,834,11)

Continued on the following page.
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KKR PEI INVESTMENTS, L.P. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS, CONTINUED

(Amountsin thousands)

CASH FLOWS FROM FINANCING ACTIVITIES
Borrowings under the revolving credit agreernr
Payments on borrowings under the revolving creglitemen
Distributions to partner
Deferred financing costs
Net cash flows provided by (used in) financingatigs

Effect of foreign exchange rate changes on cash

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT
CASH AND CASH EQUIVALENTS—Beginning of period
CASH AND CASH EQUIVALENTS—ENd of period

SUPPLEMENTAL CASH FLOW INFORMATION
Interest paic

NON-CASH FINANCING ACTIVITIES:
Increase (decrease) in revolving credit agreer- foreign currency adjustmen
Increase in lon-term debt related to Sun financi
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Year Ended
December 31, December 31,
2008 2007
549,92: 999,26¢
(565,32 —
(15,000 (54,194
— (4,405)
(30,409) 940,66’
(14,03)) 9,24~
367,90: (1,884,20)
255,41" 2,139,62
$ 623,31t $ 255,41!
$ 50,38 $ 17,93¢
$ (20,730 $ 2,97¢
— 350,00(




