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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This report contains forward-looking staggms within the meaning of Section 27A of the Skiesr Act of 1933 and Section 21E of the
Securities Exchange Act of 1934, which reflect curent views with respect to, among other thimgs,operations and financial performance.
You can identify these forward-looking statementghe use of words such as "outlook,"” "believeXgect,” "potential,” "continue,” "may,"
"should,” "seek," "approximately,” "predict,” "imtd," "will," "plan,” "estimate," "anticipate” or thnegative version of these words or other
comparable words. Forward-looking statements abgstito various risks and uncertainties. Accoriinthere are or will be important factors
that could cause actual outcomes or results terdiffaterially from those indicated in these stateéNe believe these factors include but are
not limited to those described under the sectiditled "Risk Factors” in this report. These factsh®uld not be construed as exhaustive and
should be read in conjunction with the other cangiy statements that are included in this repattiarour other periodic filings. We do not
undertake any obligation to publicly update or eswiany forward-looking statement, whether as alre$wew information, future
developments or otherwise.

In this report, references to "KKR," "wéils," "our" and "our partnership" refer to KKR & Clo.P. and its consolidated subsidiaries. F
to KKR & Co. L.P. becoming listed on the New Yorto& Exchange ("NYSE") on July 15, 2010, KKR Grddpldings L.P. ("Group
Holdings") consolidated the financial results af KR Group Partnerships (as defined below) anat temsolidated subsidiaries.

References to "our Managing Partner" aréK& Management LLC, which acts as our generalngartreferences to "KKR Guernsey" are
to KKR & Co. (Guernsey) L.P. (f/lk/a KKR Private Btulnvestors, L.P. or "KPE"); references to theotibined Business" of KKR refer to t
business of KKR that resulted from the Transacti@ssdefined below); references to the "KKR Groaptferships” are to KKR Management
Holdings L.P. and KKR Fund Holdings L.P., which bBew holding companies for the Combined BusinesSainber 1, 2009; and references
to the "KPE Investment Partnership” are to KKR Rizestments, L.P., a lower tier partnership througiich KPE made all of its investments
prior to October 1, 2009.

Unless otherwise indicated, referencegjtote interests in the Combined Business, or te@etage interests in the Combined Business,
reflect the aggregate equity of the KKR Group Ranghips and are net of amounts that have beeratdlb¢o our principals in respect of the
carried interest from the Combined Business asgdartir "carry pool" and certain minority interegisour business that were not acquired by
the KKR Group Partnerships in connection with tmanBactions. References to our "principals" ar@utosenior employees and operating
consultants who hold interests in the Combined fss through KKR Holdings L.P., which we refer $d'dKR Holdings" and references to
our "senior principals" are to principals who alsxd interests in our Managing Partner entitlingrthto vote for the election of its directors.

On October 1, 2009, we completed the adeprisof all of the assets and liabilities of KKRu€rnsey and, in connection with such
acquisition, completed a series of transactionsyamt to which the business of KKR was reorganizta holding company structure. We
refer to the acquisition of the assets and liaegdiof KKR Guernsey as the "Combination Transagctitmour reorganization into a holding
company structure as the "Reorganization Trangatiand to the Combination Transaction and the georation Transactions collectively
the "Transactions.” Our financial information farpds prior to the Transactions is, for accounpagposes, based on a group of certain
combined and consolidated entities under commotraloaf our senior principals and under the comroamership of our principals and
certain other individuals who have been involvedum business, and our financial information foripads subsequent to the Transactions is
accounting purposes, based on a group consistiKg{Bf & Co. L.P. and its consolidated subsidiaries.
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In this report, the terms "assets underagament” or "AUM" represent the assets from whiehane entitled to receive fees or a carried
interest and general partner capital. We calcutseamount of AUM as of any date as the sum of:

0] the fair value of the investments of our investnfends plus uncalled capital commitments from thHesels;
(i) the fair value of investments in our co-investmestiticles;
(i) the net asset value of certain of our fixed incqgraducts; and

(iv)  the value of outstanding structured finance vehi

In this report, the terms "fee paying assgider management” or "FPAUM" represent only trassets under management from which we
receive fees. FPAUM is the sum of all of the indiyal fee bases that are used to calculate ouafadsliffers from AUM in the following
respects: (i) assets from which we do not receifeeare excluded (i.e., assets with respect tahwhie receive only carried interest); and
(ii) certain assets, primarily in our private eguiinds, are reflected based on capital commitmandsinvested capital as opposed to fair value
because fees are not impacted by changes in theafae of underlying investments.

In this report, the terms "fee related aays" or "FRE" are comprised of segment operatevgnues, less segment operating expense:
components of FRE on a segment basis differ freretjuivalent GAAP amounts on a combined basisrasut of: (i) the inclusion of
management fees earned from consolidated fundsviirat eliminated in consolidation; (ii) the exclusiof expenses of consolidated funds;
(iii) the exclusion of charges relating to the atization of intangible assets; (iv) the exclusidrtibarges relating to carry pool allocations;
(v) the exclusion of non-cash equity charges ahdraton-cash compensation charges borne by KKRiktydd(vi) the exclusion of certain
reimbursable expenses and (vii) the exclusion dheenon-recurring items.

You should note that our calculations of MUFPAUM and FRE may differ from the calculatiorfsother investment firms and, as a
result, our measurements of AUM, FPAUM and FRE matybe comparable to similar measures presentedhay investment firms. Our
definition of AUM, FPAUM and FRE are not based ay @efinition of AUM, FPAUM or FRE that is set fortn the agreements governing
investment funds, vehicles or accounts that we gana

In this report, the term "GAAP" refers tergrally accepted accounting principles in the éthbtates.

Unless otherwise indicated, referencesigreport to our fully diluted common units outsding, or to our common units outstanding «
fully diluted basis, reflect (i) actual common wndutstanding, (i) common units into which KKR @mPartnership Units not held by us are
exchangeable pursuant to the terms of the exchagrgement described in this report and (iii) commpits issuable pursuant to any equity
awards actually issued under the KKR & Co. L.P.@Bfuity Incentive Plan, which we refer to as daquity Incentive Plan," but do not
reflect common units available for issuance purst@our Equity Incentive Plan for which grants Bawt yet been made.
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PART |
ITEM 1. BUSINESS
Overview

Led by Henry Kravis and George Robertsanea leading global investment firm with $61.0idil in AUM as of December 31, 2010 ¢
a 34-year history of leadership, innovation andestment excellence. When our founders startedioniifi 1976, they established the
principles that guide our business approach todajyding a patient and disciplined investment ss; the alignment of our interests with
those of our investors, portfolio companies anép#takeholders; and a focus on attracting worddsctalent.

Our business offers a broad range of imnrest management services to our investors andges\dapital markets services to our firm,
portfolio companies and our clients. Throughout loistory, we have consistently been a leader irpthate equity industry, having completed
more than 185 private equity investments with altoansaction value in excess of $435 billiontdoent years, we have grown our firm by
expanding our geographical presence and buildisinbases in new areas, such as fixed income, tapitkets, infrastructure, and natural
resources. Our new efforts build on our core ppales and industry expertise, allowing us to levertige intellectual capital and synergies in
our businesses and to capitalize on a broader rafnte opportunities we source. Additionally, waevh increased our focus on servicing our
existing investors and have invested meaningfullgéveloping relationships with new investors.

We conduct our business through 14 offar@$our continents, providing us with a pre-eminglobal platform for sourcing transactions,
raising capital and carrying out capital marketévétes. We have grown our AUM significantly, fro#15.1 billion as of December 31, 200
$61.0 billion as of December 31, 2010, represerdgicgmpounded annual growth rate of 26.1%. Our trdwas been driven by value that we
have created through our operationally focusedstment approach, the expansion of our existingnassies, our entry into new lines of
business, innovation in the products that we dffeestors, an increased focus on providing tailareldtions to our clients and the integration
of capital markets distribution activities.

As a global investment firm, we earn mamaget, monitoring, transaction and incentive feegpfoviding investment management,
monitoring and other services to our funds, velicheanaged accounts, specialty finance companyantfiblio companies, and we generate
transaction-specific income from capital markesssactions. We earn additional investment incomm finvesting our own capital alongside
that of our investors and from the carried intevestreceive from our funds and certain of our otheestment vehicles. A carried interest
entitles the sponsor of a fund to a specified paegge of investment gains that are generated oah-gairty capital that is invested.

We seek to consistently generate attragtivestment returns by employing world-class peofabowing a patient and disciplined
investment approach and driving growth and valeation in our portfolio. Our investment teams hdeep industry knowledge and are
supported by a substantial and diversified capiale, an integrated global investment platformettpertise of operating consultants and st
advisors and a worldwide network of business retetiiips that provide a significant source of inmesit opportunities, specialized knowledge
during due diligence and substantial resourcesrieaiting and realizing value for stakeholders. \Wkelie that these aspects of our business
will help us continue to expand and grow our busénend deliver strong investment performance iargety of economic and financial
conditions.
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Our Firm
Global Operations

With offices in New York, Menlo Park, SaraRcisco, Houston, Washington, D.C., London, P&ttsig Kong, Tokyo, Beijing, Seoul,
Mumbai, Dubai and Sydney, we have established tuas@s a leading global investment firm. Our exgi@m outside of the United States
began in 1995 when we made our first investmef@anada. Since that time, we have taken a teng-strategic approach to investing glob:i
We have multilingual and multicultural investmeaains with local market knowledge and significargibess, investment, and operational
experience in the countries in which we invest. Wgkeve that our global capabilities have helpetbusise capital, capture a greater number
of investment opportunities, and assist our pddfobmpanies in their increasing reliance on glohatkets and sourcing, while enabling us to
diversify our operations.

Though our operations span multiple comtis@nd asset classes, our investment professiareipported by an integrated infrastruc
and operate under a common set of principles arthéss practices that are monitored by global cdtees. The firm operates with a single
culture that rewards investment discipline, créstjdetermination, and patience and the sharinigfofmation, resources, expertise, and best
practices across offices and asset classes. Wipeopmapate, we staff transactions across multipfee$ and businesses in order to take
advantage of the industry-specific expertise ofinuestment professionals, and we hold regular imggin which investment professionals
throughout our offices share their knowledge anukeences. We believe that the ability to drawlmnlbcal cultural fluency of our investment
professionals while maintaining a centralized amdgrated global infrastructure distinguishes osfother investment firms and has been a
substantial contributing factor to our ability ige funds, invest internationally, and expandbusinesses.

Global Committees

Our investment processes are overseenvegtiiment and portfolio management committees. @uastment committees are responsible
for reviewing and approving all investments madehgjir business units, monitoring due diligencecticas, and providing advice in
connection with the structuring, negotiation, exemy and pricing of investments. Our portfolio ragement function is responsible for
working with our investment professionals from ttege on which an investment is made until the finseexited in order to ensure that
strategic and operational objectives are accomgdigind that the performance of the investmenbisety monitored.

Our Segments
Private Markets

Through our Private Markets segment, weagarand sponsor a group of private equity fundscaridvestment vehicles that invest
capital for long-term appreciation, either througimtrolling ownership of a company or strategic onity positions. These investment funds
and co-investment vehicles are managed by KohlKeagis Roberts & Co. L.P., a registered investrahtiser. We also manage investments
in infrastructure and in natural resources. As e€®@mber 31, 2010, the segment had $46.2 billioklt¥! and our actively investing funds
included geographically differentiated investmanids and vehicles with over $12.6 billion of unusegital commitments, providing a
significant source of capital that may be deplogkxbally.
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Private Markets Assets Under Management(1)
($ in billions)

$46.2

2004 2005 2008 2007 2008 2009 2010

Q) For the years 2006 through 2008, assets under reareag are presented pro forma for the Combinatramdaction and, therefor
exclude the net asset value of KPE and its forroermitments to our investment funds.

The table below presents information aBefember 31, 2010 relating to our private equitydkiand other Private Markets investment
vehicles. This data does not reflect acquisitiongigposals of investments, changes in investmalotes or distributions occurring after
December 31, 2010.

As of December 31, 201

Investment Period Amount
Percentage
Committed
Commence- Uncalled by General
ment End Commit-  Commit- Remaining Fair

Private Markets Date(1) Date(1) _ment(2) ments Partner Invested Realized Cost(3) Value(4)
(Amounts in millions, except percentages)

Private Equity

Funds
China Growth

Fund 11/201( 11/201¢ $ 943.¢ $ 837t 1.1% $ 106. $ — $ 106.2 $ 106.:
E2 Investors

(Annex Fund; 8/200¢ 11/201: 539.¢ 424.¢ 4.2% 114.¢ — 114.¢ 165.¢
European

Fund Il 3/200¢  3/201¢ 5,956. 3,709.¢ 4.5% 2,246.¢ — 2,246.¢ 2,342.¢
Asian Func 7/2007  7/201% 3,983.: 1,567.¢ 2.5% 2,415.¢ — 2,415.¢ 3,442
2006 Func 9/200¢  9/201: 17,642.. 4,726. 2.1% 12,915 2,405.: 11,836.! 13,410..
European Fund | 11/200! 10/200¢ 5,750.¢ — 2.1% 5,750.¢ 761.€ 5,335.¢ 4,594.(
Millennium Fund 12/200: 12/200¢ 6,000.( — 2.5% 6,000.( 6,056. 3,965.! 5,742t
European Fun 12/199¢ 12/200! 3,085.¢ — 3.2% 3,085.¢ 6,525.( 492.% 2,249.¢

Total Private

Equity
Funds 43,901.( 11,265.¢ 32,635.; 15,748.( 26,513.. 32,053.

Co-Investment

Vehicles Various Various 3,194 .« 659..  Various 2,535.; 316.¢ 2,447 .¢ 3,057.f
Natural

Resources 3/201C 10/201: 257.F 185.¢ 2.9% 717 — 717 717
Infrastructure

Fund 9/201C  9/201¢ 515.( 515.( 9.7% — — — —




Total $ 47,867.¢ $12,625.¢ $ 35,242.( $16,064.« $ 29,032.¢ $ 35,182.!

1) The commencement date represents the date on thisicfeneral partner of the applicable fund commeimeestment of the fund's capital for our privatgiity
funds and the date of the first closing for ourestRrivate Markets funds and investment vehiclé® @nhd date represents the earlier of the dateharhvwhe
general partner of the applicable ft
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was or will be required by the fund's governingeggnent to cease making investments on behalf dtittee unless extended by a vote of the fund iraresor
the date on which the last investment was made.

) The amount committed represents the aggregateatapinmitments to the fund, including capital corimants by third-party fund investors and the gelnera
partner. Foreign currency commitments have beemerted into U.S. dollars based on (i) the foreigohange rate at the date of purchase for eachtmees
and (ii) the exchange rate that prevailed on Deeegr8lh, 2010, in the case of unfunded commitments.

3) The remaining cost represents investors' initieégtment reduced for any return of capital andzedlgains from which the general partner did eckive a
carry as the general partner is required to reangnlimited partner capital losses prior to reagiva carried interest.

(@] Fair value refers to the value determined by wsctordance with GAAP.

Performance

We take a long-term approach to investimg) measure the success of our investments ovaialpd years rather than months. Given the
duration of these investments, the firm focuseseatized multiples of invested capital and IRRs wheploying capital in these transactions.
We have nearly doubled the value of capital thabase invested in our Private Markets investmenti§, turning $49.2 billion of capital into

$98.0 billion of value.

Amount Invested and Total Value
Private Markets Investment Funds
As of December 31, 2010

100 -
ap -
Bﬂ r
70
G0

B0

{5 in billions)

40

Amount Invesied Total Valuwe

From our inception in 1976 through Decenter2010, our investment funds with at least 3&th® of investment activity generated a
cumulative gross IRR of 25.8%, compared to the %lgBoss IRR achieved by the S&P 500 Index ovestire period, despite the cyclical |
sometimes challenging environments in which we haperated. The S&P 500 Index is an unmanaged iade)our returns assume
reinvestment of distributions and do not reflect &es or expenses.

The table below presents information aBetember 31, 2010 relating to the historical penfamce of each of our Private Markets
investment funds since inception, which we belidustrates the benefits of our investment approdttis data does not reflect additional

capital raised
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since December 31, 2010 or acquisitions or disgasaihvestments, changes in investment valuesstrittltions occurring after that date.

Amount Fair Value of Investments MuI(t]ipre
Gross Net Invested
Private Markets Investment Funds ~ Commitment Invested Realized Unrealized Total IRR* IRR* Capital**
($ in millions)

Legacy Funds(1
1976 Func $ 31% 31$ 537% —$ 537 39.5% 35.52% 17.1
1980 Func 357 357 1,82¢ — 1,828 29.(% 25.8% 51
1982 Func 32¢ 32¢ 1,291 — 1,291 48.1% 39.2% 3.9
1984 Func 1,00C 1,00C 5,96: — 596 34.5% 28.% 6.C
1986 Func 672 67z 9,081 — 9,081 34.2% 28.9% 13.t
1987 Func 6,13C 6,13C 14,79: 70 14,86: 12.1% 8.%% 24
1993 Func 1,94¢ 1,94€ 4,12¢ 9 4,13t 23.% 16.&% 2.1
1996 Func 6,01z 6,01z 11,60: 834 12,437 18.(% 13.2% 2.1
Included Fund:
European Fund (1999)( 3,08t 3,08t 6,528 2,24¢ 8,774 27.5% 20.&% 2.8
Millennium Fund (2002 6,00 6,000 6,05¢ 5,74 11,79¢ 25.4% 18.4% 2.C
European Fund Il (2005)(: 5,751 5,751 76z 4592 5356 (2.0% (2.7% 0.9
2006 Func 17,64: 12,91¢ 2,40t 13,41( 15,81f 6.% 4.3% 1.2
Asian Fund (2007 3,98 2,41¢ — 3,44z 3,44: 23.(% 13.4&% 14
European Fund Il (2008)(2)

3) 5,95¢ 2,247 — 2,34: 2,34: * * *
E2 Investors (Annex

Fund) (2009)(2)(3 53¢ 11F — 166 166  * * *
Natural Resources | (2010)( 25€ 72 — 72 72 * * *
China Growth Fund (2010)(. 944 10€ — 10€ 10€ * * *
Infrastructure Fund (2010)(: 51E — — — — * * *
All Funds $ 61,14¢$49,182$64,97: $ 33,03¢ $98,01( 25.8% 19.2% 2.0

(1)  These funds were not contributed to the Combinesirigiss in connection with the Transactions. Theitagstment for
each of the 1976 Fund, the 1980 Fund, the 1982 ,Rbedl984 Fund and the 1986 Fund was liquidatedlayn 14, 2003,
July 11, 2003, December 11, 1997, July 17, 1998zewkmber 29, 2004, respectively. The 1987 Fundlzand993 Fun
currently hold two investments, and it is not knowimen those investments will be liquidated. In¢hse of the
1976 Fund and the 1980 Fund, the last distributinade to fund investors occurred on May 17, 20@RRecember 14,
1999, respectively.

(2)  The capital commitments of the European Fund, t®ean Fund I, the European Fund Ill and the Arffiend include
euro-denominated commitments of €196.5 million582,2 million, €2,788.8 million and €165.5 milliorespectively.
Such amounts have been converted into U.S. ddiksed on (i) the foreign exchange rate at theafgtarchase for each
investment and (ii) the exchange rate prevailinddenember 31, 2010 in the case of unfunded commifsne

3) The gross IRR, net IRR and multiple of investeditedyare calculated for our investment funds thaténinvested for at
least 36 months prior to December 31, 2010. Nort@European Fund lll, the Annex Fund, Naturaldreses |, China
Growth Fund and Infrastructure Fund had investeafdeast 36 months as of December 31, 2010. \&efibre have not
calculated gross IRRs, net IRRs and multiples wésted capital with respect to those fur

5
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* IRRs measure the aggregate annual compoundedseenerated by a fund's investments over a holaknigd. Net
IRRs are calculated after giving effect to the ediibon of realized and unrealized carried inteamst the payment of any
applicable management fees. Gross IRRs are cadcutegfore giving effect to the allocation of cadriaterest and the
payment of any applicable management fees. Pasirpemce is not a guarantee of future results.

i The multiples of invested capital measure the agggeereturns generated by a fund's investmentssolate terms. Each
multiple of invested capital is calculated by adgingether the total realized and unrealized vatdiesfund's investmen
and dividing by the total amount of capital invesby the fund. Such amounts do not give effecheoaillocation of any
realized and unrealized returns on a fund's investanto the fund's general partner pursuant taréedanterest or the
payment of any applicable management fees. Pafstrpemce is not a guarantee of future results.

For more information, see "Risk Factors—kRiRelated to the Assets We Manage—The historatarms attributable to our
funds, including those presented in this repoutdhnot be considered as indicative of the futemilts of our funds or of our
future results or of any returns on our commonsuh

Private Equity

We are a world leader in private equityihg raised 16 funds with approximately $60.4 bitliof capital commitments through
December 31, 2010. We invest in industry-leadimgéhises and attract wortdlass management teams. Our investment approaerafgms ou
capital base, sourcing advantage, global netwodkiraustry knowledge. It also leverages our sizedddm of operating consultants who work
exclusively with our portfolio companies, as wedl@ur senior advisors, many of whom are formerfamecutive officers and leaders of the
business community.

Portfolio

The following charts present informatiomcerning the amount of capital invested by priveqaity funds by geography and industry
through December 31, 2010. We believe that thia dlatstrates the benefits of our business appraachour ability to source and invest in
deals in multiple industries and geographies.

Dollars Invested by Geography

(European Fund and Subsequent Funds as Dollars Invested by Industry
of (European Fund and Subsequent Funds as of
December 31, 201G December 31, 201C
Asia
12.3% Marth America Tranaportation Consumar

45.6% 7%

Enxe
Tedecom .r,,»:?f
2.6%
Finanalal
Mo Serices
i r 13.2%
1h.4%
Hiaith G
Sorvices 15,99
1.5%
Hobids!| disure
Manutaciuring 0.3
11.4%
1.2%
Eumpe Madia
42 1% Mod

Our current private equity portfolio helg dur European Fund and subsequent funds cong$isten60 companies with more than
$200 billion of annual revenues and more than IMDdmployees
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worldwide. These companies are headquartered aod8tries and operate in 15 general industriesiwtsike advantage of our broad and deep
industry and operating expertise. Many of thesepanmes are leading franchises with global operatistrong management teams and
attractive growth prospects, which we believe wilbvide benefits through a broad range of businessitions, including the current econor
cycle.

Investment Approac

Our approach to making private equity inents focuses on achieving multiples of investguital and attractive risk-adjusted IRRs by
selecting high-quality investments that may be nmetdstractive prices, applying rigorous standafddue diligence when making investment
decisions, implementing strategic and operatiohahges that drive growth and value creation in medlbusinesses, carefully monitoring
investments, and making informed decisions whereld@ing investment exit strategies.

We believe that we have achieved a leadosgition in the private equity industry by applyiaglisciplined investment approach and by
building strong partnerships with highly motivatednagement teams who put their own capital at Wiken making private equity
investments, we seek out strong business franglagieactive growth prospects, leading market pmsst and the ability to generate attractive
returns. We do not participate in "hostile" trarigats that are not supported by a target compdingsd of directors.

Sourcing and Selecting Investments

We have access to significant opportunfibesnaking private equity investments as a resitiur sizeable capital base, global platform,
and relationships with leading executives from majmpanies, commercial and investment banks, #ret tmvestment and advisory
institutions. Members of our global network freqtlgrontact us with new investment opportunitiesliuding a substantial number of
exclusive investment opportunities and opportusitieat are made available to only a very limitechbar of other firms. We also proactively
pursue business development strategies that aignddso generate deals internally based on théhd#pmur industry knowledge and our
reputation as a leading financial sponsor.

To enhance our ability to identify and comenate private equity investments, we have orgdmze investment professionals in industry-
specific teams. Our industry teams work closehhwitir operating consultants and senior advisoigetatify businesses that can be grown and
improved. These teams conduct their own primargaesh, develop a list of industry themes and treigesitify companies and assets in need
of operational improvement, and seek out businemsésssets that they believe will benefit from ioublvement. They possess a detailed
understanding of the economic drivers, opportusitie value creation, and strategies that can bigded and implemented to improve
companies across the industries in which we invest.

Due Diligence and the Investment Decis

When an investment team determines thatastment proposal is worth consideration, thepsal is formally presented to an
investment committee and the due diligence processnences if appropriate. The objective of the diligence process is to identify attract
investment opportunities based on the facts amticistances surrounding an investment and to prepfeenework that may be used from the
date of an acquisition to drive operational improeat and value creation. When conducting due diligeinvestment teams evaluate a nur
of important business, financial, tax, accountiryironmental, social, governance, legal and regulassues in order to determine whether an
investment is suitable. In connection with the diligence process, investment professionals spigmifisant amounts of time meeting with a
company's management and operating




Table of Contents

personnel, visiting plants and facilities, and vehappropriate speaking with other stakeholderseésated in and impacted by the investment in
order to understand the opportunities and risks@ated with the proposed investment. Our investrpesfessionals also use the services of
outside accountants, consultants, lawyers, invastivenks, and industry experts as appropriatesgistadiem in this process. An investment
committee monitors all due diligence practices anudt approve an investment before it may be made.

Building Successful and Competitive Busine

When investing in a portfolio company, watper with world-class management teams to exemutaur investment thesis, and we
rigorously track performance through regular manmiig of detailed operational and financial metasswell as appropriate environmental,
social and governance issues. We have developkibal gietwork of experienced managers and operategutives who assist the portfolio
companies in making operational improvements ahéamng growth. We augment these resources withatjpmal guidance from our
operating consultants at KKR Capstone, senior advjsind investment teams, and with "100-Day Plémet'focus the firm's efforts and drive
our strategies. We emphasize efficient capital gameent, top-line growth, R&D spending, geographégdansion, cost optimization, and
investment for the long-term.

Realizing Investmen

We have developed substantial expertiseefalizing private equity investments. From ourejption through December 31, 2010, the firm
has generated approximately $65.0 billion of casitgeds from the sale of our portfolio companiemitial public offerings and secondary
offerings, recapitalizations, and sales to stratbgiyers. When exiting investments, our objects/istructure the exit in a manner that
optimizes returns for investors and, in the cageublicly traded companies, minimizes the impaat the exit has on the trading price of the
company's securities. We believe that our abibtguccessfully realize investments is attributatleart to the strength and discipline of our
portfolio management committee and capital markatsness, as well as the firm's longstanding w@tatiips with corporate buyers and
members of the investment banking and investingnoonities.

Private Equity Fund Structure

The private equity funds that we sponsat mwanage have finite lives and investment perigdsh fund is organized as a single
partnership or a combination of separate domesticozerseas partnerships, and each partnershimisoied by a general partner. Private
equity fund investors are limited partners who agrecontribute a specified amount of capital ®ftimd from time to time for use in
qualifying investments during the investment perietlich generally lasts up to six years dependimgp@w quickly capital is deployed. Each
private equity fund's general partner is generatifitied to a carried interest that allocates 0% of the net profits realized by the limited
partners from the fund's investments.

We enter into management agreements witlpidvate equity funds pursuant to which we recenanagement fees in exchange for
providing the funds with management and other sesr/iThese management fees are calculated baskeed amount of capital committed to a
fund during the investment period and thereaftethencost basis of the fund's investments, whiclses the fees to be reduced over time as
investments are liquidated. These management feqsaid by private equity fund investors, who gefigrcontribute capital to the fund in
order to allow the fund to pay the fees to us. fDads generally allocate management fees acrosgdodl investments and, as and when an
investment generates returns, 20% of the allocaimthgement fee is required to be returned to inv@biefore a carried interest may be paid.
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We also enter into monitoring agreements wir portfolio companies pursuant to which weeree periodic monitoring fees in exchange
for providing them with management, consulting, atfter services, and we typically receive transactees from portfolio companies for
providing them with financial, advisory and othendces in connection with specific transactiomssbéme cases, we may be entitled to other
fees that are paid by an investment target upairgica transaction or when a potential investmenbt consummated. Our private equity fund
agreements typically require us to share 80% ofaatwsory and other fees that are allocable tand fafter reduction for expenses incurred
allocable to a fund from unconsummated transactioits fund investors.

In addition, the agreements governing aivgpe equity funds enable investors in those fuled®duce their capital commitments avail
for further investments, on an investor-by-invedtasis, in the event certain "key persons" (fomgie, both of Messrs. Kravis and Roberts,
and, in the case of certain geographically or pcbélacused funds, one or more of the executivessed on such funds) cease to be actively
involved in the management of the fund. While thesevisions do not allow investors to withdraw dapthat has been invested or cause a
to terminate, the occurrence of a "key man" eventatcause disruption in our business, reduce rith@uat of capital that we have available for
future investments, and make it more challengingatee additional capital in the future.

To the extent investors in our private ggfiinds suffer losses resulting from fraud, gnesgligence, willful misconduct or other similar
misconduct, investors may have remedies againstugrivate equity funds, our principals, or offiliates under the federal securities laws
and state laws. While the general partners andstment advisers to our private equity funds, inclgdheir directors, officers, other
employees, and affiliates, are generally indemdibig the private equity funds to the fullest exteatmitted by law with respect to their
conduct in connection with the management of thertass and affairs of our private equity fundshsademnity does not extend to actions
determined to have involved fraud, gross negligemdléful misconduct or other similar misconduct.

Because private equity fund investors tglhycare unwilling to invest their capital in a fdilunless the fund's manager also invests its own
capital in the fund's investments, our private ggfuind documents generally require the generghpas of the funds to make minimum capital
commitments to the funds. The amounts of these doments, which are negotiated by fund investorsegally range from 2% to 4% of a
fund's total capital commitments at final closidghen investments are made, the general partnerilvatats capital to the fund based on its
fund commitment percentage and acquires a capiildst in the investment that is not subject ¢araied interest or management fees. Prit
the Transactions, these capital contributions iianded with cash from operations that otherwiseldidoe distributed to our principals.
Subsequent to the Transactions, these generakpadmmitments are made through our Capital MarketsPrincipal Activities segment.

Other Private Equity Investment Vehicles

E2 Investors (Annex Fund). We established the Annex Fund in 2009 to enablestors in the European Fund Il and the Millemmi
Fund to make additional investments in portfolionpanies of the European Fund II, which had alrdsebn fully invested. This fund has
several features that distinguish it from our ofévate equity funds, including: (i) it does natypa management fee to us; (ii) its general
partner is only entitled to a carried interest aftetting any losses, costs, and expenses relatiBgropean Fund Il and certain Millennium
Fund investments from the profits of the Annex Fimastments; and (iii) no transaction or increraémonitoring fees are charged in
connection with investments in which the Annex Fpadicipates. In addition, certain investors tfared a portion of their European Fund IlI
commitments to the Annex Fund, which proportionateduced the commitments available to the Eurojpesn Il and the overall amount of
management fees payable by the European Fundul.to
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Other Private Equity Products. The amount of equity used to finance leveragguts has increased significantly in recent years
creating significant opportunities to offer co-istment opportunities to both fund investors aneothird parties. We have capitalized on this
opportunity by building out our capital markets atistribution capabilities and creating new investinstructures and products that allow us to
syndicate a portion of the equity needed to finaamguisitions. These structures include co-investmehicles and a principglrotected prival
equity product, many of which entitle the firm &ceive management fees and/or carry. As of DeceBhe2010, we had $2.9 billion of AUM
in products of this type.

Legacy Private Equity Funds. The investment period for each of the 1996 Famdi all prior funds has ended. Because the general
partners of these funds are not expected to recedaningful proceeds from further realizationsgiiests in the general partners were not
contributed to the Combined Business in conneatiith the Transactions. KKR will, however, continigeprovide the legacy funds with
management and other services until their liquaghatiVhile we do not expect to receive meaningfakféor providing these services, we do not
believe that the ongoing administration of the fimdll materially interfere with the firm's operatis or generate any material costs for the

Natural Resource:

We manage direct investments in naturalueees assets, such as oil and natural gas premeftiese investment products seek to ger
returns through the production of the underlyingurel resources while providing investors with ey to commodity prices. As of
December 31, 2010, we had received $257.5 millfocommitments to this strategy.

Infrastructure

We manage investments in infrastructuretass order to capitalize on the growing demandyfobal infrastructure investment. We
believe that the global infrastructure market pdeg an opportunity for the firm's combination af/pte investment, operational improvement,
and stakeholder engagement skills. This strateglssi achieve returns through the acquisitiongetational improvement of assets
important to the functioning of the economy anaatsprovide current income. As of December 31,®®le had received $515.0 million of
commitments to our Infrastructure Fund and man&jed billion of infrastructure investments throumkeparately managed account.

Public Markets

Through our Public Markets segment, we rgarespecialty finance company, a number of investrfunds, structured finance vehicles
and separately managed accounts that invest capltquid credit strategies, such as leverageddaand high yield bonds, and less liquid ci
products such as mezzanine debt and special sibgativestments. These funds, vehicles and accamtmanaged by KKR Asset
Management LLC (which we refer to as "KAM"), an SEgistered investment adviser. We intend to cometito grow this business by
leveraging our global investment platform, expeceshinvestment professionals and the ability tqpaidar investment strategies to different
market conditions to capitalize on investment opydties that may arise at every level of the adtructure and across market cycles.

As of December 31, 2010, this segment Hadgbhillion of AUM, comprised of $1.4 billion osaets managed in a publicly traded
specialty finance company, $7.9 billion of assetsxaged in structured finance vehicles and $5.®hitf assets managed in other types of
investment vehicles and separately managed accdurgdollowing chart presents the growth in theM\df our Public
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Markets segment from the commencement of its ojpasin August 2004 through December 31, 2010.

Public Markets Assets Under Management(1)

(% in billions)
514.8
$13.1 $13.4 (S|
-1 B
$10.8
[s11] 579
§8.1
$10.0
$5.1 $8.0

2004 2005 2006 2007 2008 2009 2010

mKFN oSMAs oCLOs =@ Funds

Q) For years 2006 through 2008, assets under managamgepresented pro forma for the Combination Taatisn and, therefore, exclu
the net asset value of KPE and its former commitsyenour investment funds.

We launched our Public Markets businegsugust 2004. In connection with the formation déthusiness, we hired additional investn
professionals with significant experience in eviihgaand managing debt investments, including inmests in corporate loans and debt
securities, structured products and other fixednime instruments, and built out an investment ptatftor identifying, assessing, executing,
monitoring and realizing investments. As the platfdas expanded, we have continued to add invesionefessionals, including a team of
public equity investors, with whom we believe theg can develop a public equity strategy.

Performance

We generally review our performance inBublic Markets segment by investment strategy aesgd to by investor vehicle. The
following chart presents information on the retuoh®ur key strategies from inception to Decemkier2910.
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Inception-to-Date Annualized Gross PerformanceBenchmark(1) by Strategy

25% -
W (ross | Net O Benchmark
19.49%
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11.1% 10.5%
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8.2%
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Secured Credil Bank Loans Plus High Yield(3) High Yield Carve Out(4) Opportunistic Credit(s)
Unlevered Carve Out(2)  (vs 65% LSTAA35% ML HY) {vs 100%: ML HY) {vs 100% ML HY)
(100%: LSTA) Inception July 2008 Inception September 2004 Inception May 2008
Inception September 2004 Supplemental Information

Supplemental Information

1)

@

The Benchmarks referred to herein include the S&FA Leveraged Loan Index (the "S&P/LSTA Loan Indeatid the Bank ¢
America Merrill Lynch High Yield Master Il Indexi{e "BoAML HY Master Il Index" and, together withet8&P/LSTA Loan Index,
the "Indices"). The S&P/LSTA Loan Index is an indaat comprises all loans that meet the inclusiiteria and that have marks from
the LSTA/LPC mark-to-market service. The inclusgiteria consist of the following: (i) syndicatesrin loan instruments consisting of
term loans (both amortizing and institutional), @isgion loans (after they are drawn down) and deitbans; (ii) secured; (iii) U.S.
dollar denominated; (iv) minimum term of one yeginaeption; and (v) minimum initial spread of LIBCplus 1.25%. The BoAML H’
Master Il Index is a market value weighted indexelow investment grade U.S. dollar denominateg@@te bonds publicly issued in
the U.S. domestic market. "Yankee" bonds (debbordi§n issuers issued in the U.S. domestic magtet)ncluded in the BoAML HY
Master Il Index provided that the issuer is doneidiln a country having investment grade foreigmengy long-term debt rating.
Qualifying bonds must have maturities of one yganore, a fixed coupon schedule and minimum outstenof US$100 million. In
addition, issues having a credit rating lower tB&B3, but not in default, are also included. Thei¢es do not reflect the reinvestment
of income or dividends and the indices are notextlip management fees, incentive allocations peeses. It is not possible to invest
directly in unmanaged indices.

The Secured Credit Unlevered carve-out performaémaai record is presented as supplemental infoomafihe Secured Credit
Unlevered carve-out represents performance of KiSetsured Credit Levered composite calculated aimdevered basis. KKR's
Secured Credit Levered composite has an investoigettive that allows it to invest in assets oftikn senior secured term loans and
high yield securities, which includes asset badeszlrities, commercial mortgage backed securpiegerred stock, public equity,
private equity and certain freestanding derivativiesaddition, KKR's Secured Credit Levered comfgbias employed leverage in its
respective portfolios as part of its investmeratstyy. Gains realized with borrowed funds may caesens
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to increase at a faster rate than would be thew#bkeut borrowings. If, however, investment resulil to cover the principal, interest
and other costs of borrowings, returns could abtrease faster than if there had been no borrowkayordingly, the unlevered retur
contained herein do not reflect the actual retusns, are not intended to be indicative of the ®in@sults of KKR's Secured Credit
Levered composite. It is not expected that KKR'suged Credit Levered composite will achieve compkeraesults. The Benchmark
used for purposes of comparison for the Secureditstategy presented herein is the S&P/LSTA Livatex. There are differences, in
some cases, significant differences, between KikiRisstments and the investments included in theeésd For instance, KKR's
composite may invest in securities that have atgretegree of risk and volatility, as well as lidjty risk, than those securities
contained in the Indices.

3) Performance is based on a blended composite of Baaks Plus High Yield strategy accounts. The Berark used for purposes
comparison for the Bank Loans Plus High Yield stggtis based on 65% S&P/LSTA Loan Index and 35%HW_Master Il Index.

(4)  The Benchmark used for purposes of comparisorhBHigh Yield Carve Out strategy presented heselmased on the Bank
America Merrill Lynch High Yield Master Il Index.Hle High Yield carve-out is comprised of all investits included in KKR-
sponsored portfolios that have been identifiedo&$div investment grade” or were rated "BB" or lowetime of issuance by
Standard & Poor's. The collection of investmentduded in the High Yield carveut come from various investment funds, vehicles
accounts sponsored by KKR.

(5) Performance is a blended composite of accountseitOpportunistic Credit strategy. The Benchmarlkddee purposes of comparison is
the BOAML HY Master Il Index.

Investment Approac

Our approach to making investments focasesreating investment portfolios that generateetitve risk-adjusted returns by allocating
capital across multiple asset classes, selectuiy-dpality investments that may be made at attragirices, applying rigorous standards of due
diligence when making investment decisions, suljgdhvestments to regular monitoring and oversightd making buy and sell decisions
based on price targets and relative value paraméfbe firm employs both "top-down" and "bottom-@sialyses when making these types of
investments. Our top-down analysis involves a mao@ysis of relative asset valuations, long-terdustry trends, business cycles, regulatory
trends, interest rate expectations, credit fundaateand technical factors to target specific indusectors and asset classes in which to invest
From a bottoms-up perspective, our investment @ecis predicated on an investment thesis thaeiebbped using our proprietary resources
and knowledge. We will invest in a company aftdras undergone a due diligence analysis and tHeable investment committee has
approved it.

Sourcing and Selecting Investments

We source investment opportunities throagfariety of channels, including internal deal gatien strategies and the firm's global
network of contacts at major companies, corpora¢eatives, commercial and investment banks, firednistermediaries, other private equity
sponsors and other investment and advisory inistitsit We are also regularly provided with opportiesito invest where appropriate in the
securities of our portfolio companies in connectidgth our private equity investments.

Due Diligence and the Investment Decis

Once a potential investment has been ifiethtiour investment professionals screen the dppdy and make a preliminary determination
concerning whether we should proceed with a due

13




Table of Contents

diligence investigation. When evaluating the suiighof an investment for our funds, we employedative value framework and subject the
investment to a rigorous due diligence. This revimsiders, among other things, expected retuapstat structure, credit ratings, historical
and projected financial data, the issuer's conipetgosition, the quality and track record of thsuer's management team, margin stability, anc
industry and company trends. Investment profesamse the services of outside advisors and ingesperts as appropriate to assist them in
the due diligence process and, when relevant amditped, leverage the knowledge and experiencaiopavate equity professionals. A
dedicated investment committee monitors all duigeliice practices and must approve an investmeatédéfmay be made.

Monitoring Investment

We monitor our portfolios of investmentsngsdaily, quarterly and annual analyses. Dailylgses include morning market meetings,
industry and company pricing runs, industry and gany reports and discussions with the firm's peweuity investment professionals on an
as-needed basis. Quarterly analyses include tipagaton of quarterly operating results, recontidias of actual results to projections and
updates to financial models (baseline and stresss§aAnnual analyses involve preparing annualitneeimoranda, conducting internal audits,
and testing compliance with monitoring and docuratomh requirements.

Public Markets Vehicles
KFEN

KKR Financial Holdings LLC (NYSE: KFN), &¢FN, is an NYSE-listed specialty finance compargtttommenced operations in July
2004. Its majority-owned subsidiaries finance ancst in financial assets, including below invesithgrade corporate debt, marketable equity
securities and private equity. Additionally, KFNshend may make additional investments in othertatsgses including natural resources and
real estate. Below investment grade debt includass secured and unsecured loans, mezzanine loighsyield bonds, and distressed and
stressed debt. We serve as the external managéivfinder a management agreement and are entitlesgtéive a management fee and an
incentive fee.

Structured Finance Vehicles

Beginning in 2005, we began managing stinect finance vehicles in the form of collateralizedn obligation transactions ("CLOs").
CLOs are typically structured as bankruptcy-remspecial purpose investment vehicles which acqoiaitor and, to varying degrees,
manage a pool of fixed income assets. KFN conduatgjority of its business through its holdingsiahajority of the voting securities of, and
certain other interests in, such CLOs. The CLOsesas long term financing for fixed income investiiseand as a way to minimize refinanc
risk, minimize maturity risk and secure a fixedtoofsfunds over an underlying market interest fateKFN and the private fixed income funds.
We may receive a fee for managing certain CLOs.

Separately Managed Accounts and Investment Funds

We have created a managed account platfuatrenables the firm to tailor an investment paogto meet the specific risk, return and
investment objectives of individual institutionalvestors. We also manage investment funds that imakstments primarily in corporate debt
and marketable and non-marketable equity securfi@smanaging these accounts and funds, we aitiedrb receive either fees or a
combination of fees and carried interest, dependimthe nature of the investment program.
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The table below presents information aB@fember 31, 2010 relating to our Public Marketsicles discussed above.

Incentive
Fee/
Typical Mgmt Carried Hurdle Duration of

($ in millions) AUM FPAUM Fee Rate Interest Rate Capital
KFN $ 1,366 $ 1,36¢ 1.75% 25.0% 8.0% Permanent!
Liquid Credit

SMAs/Funds 3,19¢ 3,198 0.5(-1.00% N/A N/A  Subject to redemptior
CLOs 7,905 1,04C 0.50% N/A N/A 10-14 Year$?
Mezzanine and

Special

Situations 10.0-

SMAs/Funds 2107 2,02 1.00-1.50%% 20.0% 8.0% 13-15 Year$?
Strategic Capite

Funds (SCF 203 203 0.25% N/A N/A In liquidation
Total $ 14,77 $ 7,82¢

D) The management agreement may be terminated ohifgited circumstances and, except for a termina#ingsing from
certain events of cause, upon the payment of aration fee to KKR.

(2) Term for duration of capital is since inceptionception dates for CLOs were between 2005 and 2667a Mezzanine
and Special Situations separately managed accandtiunds from 2009 and 2010.

3) Lower fees on uninvested capital in certain velsic

Capital Markets and Principal Activities

Our Capital Markets and Principal Activitisegment combines the assets we acquired in timdi@ation Transaction with our global
capital markets business. Our capital markets legsisupports our firm, our portfolio companies aadclients by providing tailored capital
markets advice and developing and implementing battitional and non-traditional capital solutidos investments and companies seeking
financing. Our capital markets services includaiging debt and equity financing for transactigacing and underwriting securities
offerings, structuring new investment products praviding capital markets services. To allow usaory out these activities, we are registered
or authorized to carry out certain broker-dealdiviies in various countries in North America, Bpe and Asia.

The assets that we acquired in the Comibimdtransaction, which include investments in otivgte equity funds and co-investments in
certain portfolio companies of such funds, prowidewith a significant source of capital to furtiggow and expand our business, increase our
participation in our existing portfolio of businessand further align our interests with those afinuestors and other stakeholders. We believe
that the market experience and skills of professi®im our capital markets business and the investrmxpertise of professionals in our Private
Markets and Public Markets segments will allowasdntinue to grow and diversify this asset bass time.
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As of December 31, 2010, the segment ha8li [iflion of investments at fair value. The follmg charts present information concerning
our principal assets by type, geography and ingustrof December 31, 2010.

Investments By Type Investments By Geography
Other AsizPacifc
Inwestmants 11M

10% _—am

Colnvestmargs CUOBE
45% 26%

Private Equity
Fuinis.
A%

Morth America
63%

Investments By Industry

Conzumear
Products
3% Other
Energy 1%

Industrial Haaltheare
0% iTH
MadiafTeleom
1i%

Financial
Lervices
14%

Technology 3%
11%

Client & Partner Group

We have developed our Client & Partner @rover the past several years to better servicexiating investors and to source new
investor relationships. The group is responsibltadgsing capital for us globally across all protdyexpanding our client relationships across
asset classes and across types of investors, gévglproducts to meet our clients' needs, and cexyexisting investors and products.
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The following charts detail our investosbay type and geography as of December 31, 2010.

Investor Base By Type®) Investor Base By Geography?)
Fomdation Fyrily -

Cfic i FHNAN

1% %
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Fund al Funds
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D) Based on the AUM of our Private Markets investnfants (1996 Fund and onward), Private Markets eesitment
vehicles, and Public Markets separately manageouats and investment func

Competition

We compete with other investment managarbdth investors and investment opportunities. fling's competitors consist primarily of
sponsors of public and private investment fundsjrimss development companies, investment banksneotial finance companies and
operating companies acting as strategic buyersbélieve that competition for investors is basedarily on investment performance;
business reputation; the duration of relationshijtk investors; the quality of services providedrteestors; pricing; and the relative
attractiveness of the types of investments that lieen or are to be made. We believe that compefibr investment opportunities is based
primarily on the pricing, terms and structure gfraposed investment and certainty of execution.

Some of the entities that we compete wétlam investment firm have greater financial, tecinimarketing and other resources and more
personnel than us and, in the case of some assses, longer operating histories, more establigiationships or greater experience. Several
of our competitors also have raised, or may raigmificant amounts of capital and have investnudjectives that are similar to the investm
objectives of our funds, which may create additi@mmenpetition for investment opportunities. Sometafse competitors may also have lower
costs of capital and access to funding sourcesatieatot available to us, which may create comipetédvantages for them. In addition, some
of these competitors may have higher risk tolerand#ferent risk assessments or lower return trolkess, which could allow them to conside
wider range of investments and to bid more aggresthan us for investments. Strategic buyers alag be able to achieve synergistic cost
savings or revenue enhancements with respectaigated portfolio company, which may provide theithwa competitive advantage in bidd
for such investments.

We expect to compete as a capital marketgbss primarily with investment banks and indeljgah broker-dealers in the United States,
Europe, Asia, Australia and the Middle East. Werk to focus our capital markets activities inigian the firm, our portfolio companies and
investors, but we also seek to service other fhéndies. While we generally target customers witlom we have existing relationships, those
customers may have similar relationships with thra'é competitors, many of whom will have accessdmpeting securities transactions,
greater financial, technical or marketing resoumesore established reputations than us. Theduidiperating history of our capital markets
business could make it difficult for us to compeith established broker-dealers, participate intehmarkets transactions of issuers or
successfully grow the firm's capital markets bussnaever time.
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Employees, Consultants and Advisors

As of December 31, 2010, we employed ainetd the services of over 700 people worldwide:

Investment Professione 18¢
Other Professiona 26¢
Support Staf 247
Total Employees 69¢
KKR Capstone 59
Senior Advisors 30
Total Employees, Consultants and Advisor 787

Investment Professione

Our 183 investment professionals come fdiverse backgrounds in private equity, fixed incoared infrastructure and include executi
with operations, strategic consulting, risk managetnliability management and finance experienceaAyroup, these professionals provide us
with a powerful global team for identifying attra investment opportunities, creating value, aedegating superior returns.

Other Professionals

Our 268 other professionals come from digdrackgrounds in capital markets, capital raisitignt servicing, public affairs, finance, tax,
legal, human resources, and information technolégya group, these professionals provide us witrang team for performing capital
markets activities, servicing our existing investand creating relationships with new investordally. Additionally, a majority of these other
professionals are responsible for supporting tbeajlinfrastructure of KKR.

KKR Capstont

We have developed an institutionalized pssdfor creating value in investments. As partwfeiffort, we utilize a team of 59 operating
consultants at KKR Capstone, who work exclusiveithwur investment professionals and portfolio campmanagement teams. With
executives in New York, Menlo Park, London, Hongnigpand Beijing, KKR Capstone provides additionglertise for assessing investment
opportunities and assisting managers of portfadimpganies in defining strategic priorities and inmpéating operational changes. During the
initial phases of an investment, KKR Capstone'skveaeks to implement our thesis for value creatidur. operating consultants may assist
portfolio companies in addressing top-line grovethst optimization and efficient capital allocatiand in developing operating and financial
metrics. Over time, this work shifts to identifyispallenges and taking advantage of business apptess that arise during the life of an
investment.

Senior Advisors

To complement the expertise of our investhpeofessionals, we have retained a team of 3idsadvisors to provide us with additional
operational and strategic insights. The respornésilof senior advisors include serving on therdeaf our portfolio companies, helping us
evaluate individual investment opportunities anglsigg portfolio companies with operational matérhese individuals include former chief
executive officers, chief financial officers andagimen of Fortune 500 companies, as well as ottdividuals who have held leading positions
in major corporations and public agencies worldwBeveral senior advisors also participate on outfgdio management committee, which
monitors the performance of our private equity stueents.
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Organizational Structure

The following simplified diagram illustra@ur organizational structure as of December 3102

KKR Management LLC
(Managing Partner)"

GP (No . i
Public Economics) KKR Holdings L.P™
Unitholders
LP Special Voling
e )
KKR & Co. L.P. Honts
NYSE: KKR
{Issuer)
GP
KKR Management Holdings
G.}rpllﬂ:
: [ tp ] LP

KKR Group kKR Management Holdings i il
Fartnerships L KKR Fund Holdings L.P#

/\/\

Management Companies
Capital Markets Companias
Genaral Partners of Cradit and
Cartain Other Funds and Vehicles®™

General Partners of Private
Principal Assets Equity and Infrastructure Funds
and Co-Investment Vehicles™

(1) KKR Management LLC serves as the general partn&ikét & Co. L.P., which is governed by a Board of&itors consisting of a
majority of independent directors. KKR Managemeh€lLdoes not hold any economic interests in KKR & C&. and is owned by
senior KKR principals.

(2) KKR Holdings is the holding vehicle through whictrgrincipals indirectly own their interest in KKRKR Group Partnership Units
that are held by KKR Holdings are exchangeabletorcommon units on a one-for-one basis, subjectstomary conversion rate
adjustments for splits, unit distributions and assifications and compliance with applicable logk-vesting and transfer restrictions.
limited partner interests, these KKR Group Partmigr&nits are non-voting and do not entitle KKR Hiolgs to participate in the
management of our business and affairs. As of Dbeedil, 2010, KKR Holdings had a 68.8% interesiunbusiness indirectly
through its limited partner interests in the KKRoGp Partnerships, namely KKR Management Holdings and KKR Fund
Holdings L.P.

3) KKR Holdings holds special non-economic voting arit our partnership that entitle it to cast, wigspect to those limited matters that
may be submitted to a vote of our unitholders, mioer of votes equal to the number of KKR Group iasghip Units that it holds from
time to time.

4) Because the income of KKR Management Holdings is.Rkely to be primarily non-qualifying income f@urposes of the qualifying

income exception to the publicly traded partnerships, we formed KKR Management Holdings Corp.iclhs subject to taxation a:
corporation for U.S.
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federal income tax purposes, to hold our KKR GrBaptnership Units in KKR Management Holdings L.Rcérdingly, our allocable
share of the taxable income of KKR Management HhgjsliL.P. will be subject to taxation at a corporate. KKR Management
Holdings L.P., which is treated as a partnershipfd. federal income tax purposes, was formectd imterests in our fee generating
businesses and other assets that may not geneedifyigg income for purposes of the qualifying amse exception to the publicly
traded partnership rules. KKR Fund Holdings L.Fhjol is also treated as a partnership for U.S.riddecome tax purposes, was
formed to hold interests in our businesses andsa#sat will generate qualifying income for purpssd the qualifying income excepti
to the publicly traded partnership rules. A portairthe assets held by KKR Fund Holdings L.P. amdain other assets that may
generate qualifying income are also owned by KKRhtgement Holdings L.P.

(5) 40% of the carried interest earned in relationuninvestment funds and carry payin¢-investment vehicles is allocated to a carry
from which carried interest is allocated to ounpipals, other professionals and selected othévidwhls who work in these operatiol
No carried interest has been allocated with resppect-investments and privately negotiated investis acquired from KPE in the
Combination Transaction.

Regulation

Our operations are subject to regulatioth supervision in a number of jurisdictions. Theedleeof regulation and supervision to which we
are subject varies from jurisdiction to jurisdictiand is based on the type of business activitglimd. We, in conjunction with our outside
advisors and counsel, seek to manage our busindssgperations in compliance with such regulatiod supervision. The regulatory and legal
requirements that apply to our activities are stiifie change from time to time and may become mes#ictive, which may make compliance
with applicable requirements more difficult or erpve or otherwise restrict our ability to condaat business activities in the manner in
which they are now conducted. Changes in applicadgalatory and legal requirements, including ctesnig their enforcement, could
materially and adversely affect our business andinancial condition and results of operations.asatter of public policy, the regulatory
bodies that regulate our business activities asparsible for safeguarding the integrity of theusgies and financial markets and protecting
investors who participate in those markets rathan torotecting the interests of our unitholders.

United States
Regulation as an Investment Advi

We conduct our advisory business throughitestment adviser subsidiaries, including Kohfpkéravis Roberts & Co. L.P. and its
wholly-owned subsidiary KKR Asset Management LLC, botlwbich are registered as investment advisers uhaelnivestment Advisers Ac
These investment advisers are subject to the entdfprovisions of the Investment Advisers Act eméiduciary duties derived from these
provisions which apply to our relationships withr aglvisory clients globally, including funds thaéwnanage. These provisions and duties
impose restrictions and obligations on us with eespo our dealings with our investors and our gtreents, including for example restrictions
on agency cross and principal transactions. Oustezgd investment advisers are subject to periSBIC examinations and other requirements
under the Investment Advisers Act and related rgais primarily intended to benefit advisory cterlrhese additional requirements relate,
among other things, to maintaining an effective eoichprehensive compliance program, recordkeepidgemorting requirements and
disclosure requirements. The Investment Advisettsg&oerally grants the SEC broad administrativegrewincluding the power to limit or
restrict an investment adviser from conducting somj activities in the event it fails to comply Wwitederal securities laws. Additional sancti
that may be imposed for failure to comply with apgible requirements include the
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prohibition of individuals from associating with avestment adviser, the revocation of registratiand other censures and fines.
Regulation as a Brok-Dealer

KKR Capital Markets LLC, one of our subsideés, is registered as a brold=aler with the SEC under the Exchange Act andl B0aU.S.
States and U.S. territories and is a member ofth@&ncial Industry Regulatory Authority, or FINRA.broker-dealer is subject to legal
requirements covering all aspects of its securliiesiness, including sales and trading practicalslipand private securities offerings, use and
safekeeping of customers' funds and securitiestatapructure, record-keeping and retention ardatinduct and qualifications of directors,
officers, employees and other associated persdreselrequirements include the SEC's "uniform ngitalarule,” which specifies the minimu
level of net capital that a broker-dealer must ri@im requires a significant part of the brokerldea assets to be kept in relatively liquid form,
imposes certain requirements that may have thetafgrohibiting a brokedealer from distributing or withdrawing its capitaid subjects ar
distributions or withdrawals of capital by a brokdaler to notice requirements. These and otherinragents also include rules that limit a
broker-dealer's ratio of subordinated debt to gquifts regulatory capital composition, constraibroker-dealer's ability to expand its business
under certain circumstances and impose additi@tplirements when the broker-dealer participatasgaurities offerings of affiliated entities.
Violations of these requirements may result in cees, fines, the issuance of cease-and-desistmocation of licenses or registrations, the
suspension or expulsion from the securities ingustthe brokerdealer or its officers or employees or other similansequences by regulatt
bodies.

United Kingdom

KKR Capital Markets Limited, one of our sidiaries, is authorized in the United Kingdom untie Financial Services and Markets Act
2000, or FSMA, and has permission to engage imabeu of activities regulated under FSMA, includatenling as principal or agent and
arranging deals in relation to certain types otc#f investments and arranging the safeguardivtaaiministration of assets. Kohlberg Kre
Roberts & Co. Limited, another one of our subsidigris authorized in the United Kingdom under FSkH has permission to engage in a
number of regulated activities including advisimgand arranging deals relating to corporate findne@ness in relation to certain types of
specified investments. KKR Asset Management Ltdotlaer one of our subsidiaries, is authorized ehited Kingdom under FSMA and has
permission to engage in a number of regulatedidietvincluding and advising on and arranging d@atelation to certain types of specified
investments. FSMA and related rules govern mostaspf investment business, including sales, reBesnd trading practices, provision of
investment advice, corporate finance, use and eafekg of client funds and securities, regulat@pital, record keeping, margin practices and
procedures, approval standards for individualg;mohey laundering, periodic reporting and settlatrgrocedures. The Financial Services
Authority is responsible for administering thesgquieements and our compliance with them. Violatiohthese requirements may result in
censures, fines, imposition of additional requirateginjunctions, restitution orders, revocatiomardification of permissions or registrations,
the suspension or expulsion from certain "contebflenctions" within the financial services industifyofficers or employees performing such
functions or other similar consequences.

KKR Capital Markets Limited and Kohlberga€is Roberts & Co. Limited have passports undesthgle market directives to offer
services cross border into all countries in theofgan Economic Area and Gibraltar. KKR Asset Managy Ltd. is in the process of applying
for a similar passport.

Other Jurisdictions

Certain other subsidiaries or funds thatueise are registered with, have been licenseat Iyave obtained authorizations to operate in
their respective jurisdictions outside of the Udittates.
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These registrations, licenses or authorizatioretedb providing investment advice, broker-deatgivaies, marketing of securities and other
regulated activities. Failure to comply with thevéaand regulations governing these subsidiariedamdk that have been registered, license
authorized could expose us to liability and/or dgenaur reputation.

KKR Capital Markets LLC is also register@sian international dealer under the Securitieq@ntario). This registration permits us to
trade in non-Canadian equity and debt securiti¢is @artain types of investors located in Ontarian&da.

KKR Capital Markets Japan Limited, a jogtbck corporation, is a certified Class 2 brokestderegistered under the Japanese Financial
Instruments and Exchange Law of 2007.

KKR MENA Limited, a Dubai International Fincial Centre company, is licensed to arrange toedleals in investments, advise on
financial products or credit, and manage assetsjsaregulated by the Dubai Financial Services Atitia.

KKR Australia Pty Limited is Australian fincial services licensed and is authorized to pleaidvice on and deal in financial products
wholesale clients, and is regulated by the AustraSecurities and Investments Commission.

KKR Capital Markets Asia Limited is licertsby the Securities and Futures Commission in Héoigg to carry on dealing in securities
and advising on securities regulated activities.

KKR Holdings Mauritius, Ltd. and KKR AccouAdviser (Mauritius), Ltd. are unrestricted inwegint advisers authorized to manage
portfolios of securities and give advice on se@sitransactions, and are regulated by the Finb8etxices Commission, Mauritius.

KKR Account Adviser (Mauritius), Ltd. isgistered as a foreign institutional investor whie Securities and Exchange Board of India, or
SEBI, under the SEBI (Foreign Institutional InvesjdRegulations, 1995, pursuant to which it is géad to make and manage investments
listed and unlisted securities of Indian issuers.

KKR Mauritius Direct Investments I, Ltd.risgistered as an FIl sub-account and is incorpdras an investment holding company in
Mauritius regulated by the Financial Services Cogsioin, Mauritius.

KKR India Financial Services Private Linutis registered with the Reserve Bank of India asradeposit taking non-banking financial
company and is authorized to undertake lendingfimaticing activities.

Afocelio Holdings Limited is registered iand regulated by the SEBI as a sub-account potrsoiavhich it can make investments in
listed and unlisted securities of Indian issuers.

From time to time, one or more of our inwesnt funds may be regulated as a mutual fund &@C#yman Islands Monetary Authority.
Website and Availability of SEC Filings

Our Internet website veww.kkr.com Information on our website is not incorporatedréference herein and is not a part of this Form 10
K. We make available free of charge on our welsitgrovide a link on our website to our Annual Remm Form 10-K, Quarterly Reports on
Form 10-Q and Current Reports on Form 8-K, andangndments to those reports filed or furnishedyansto Section 13(a) or 15(d) of the
Securities Exchange Act of 1934, as soon as rehBopeacticable after those reports are electrdlyidded with, or furnished to, the SEC. To
access these filings, go to the "KKR" portion of tlmvestor Relations" page on our website, théckabn "SEC Filings".

From time to time, we may use our websit@ @hannel of distribution of material informatiéiinancial and other material information
regarding our company is routinely posted on amgssible atvww.kkr.com In addition, you may automatically receivenail alerts and othe
information about our company by enrolling your a#naddress by visiting the "E-mail Alerts" sectianunder the "KKR" section of the
“Investor Relations" heading atvw.krr.com.
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ITEM 1A. RISK FACTORS

Investing in our securities involves a aegof risk. Persons buying our securities shoutdfally consider the risks described below and
the other information contained in this report atiger filings that we make from time to time witretSEC, including our consolidated and
combined financial statements and accompanyingsnéiay of the following risks could materially andversely affect our business, financial
condition or results of operations. In additiorg tisks described below are not the only risks ase f Our business, financial condition or
results of operations could also be adversely &fteby additional factors that apply to all comgangenerally, as well as other risks that are
not currently known to us or that we currently viembe immaterial. In any such case, the tradimgepyf our securities could decline and you
may lose all or part of your original investmenthNg we attempt to mitigate known risks to the extee believe to be practicable and
reasonable, we can provide no assurance, and we noatepresentation, that our mitigation effortt laeé successful.

Risks Related to Our Business

Difficult market conditions can adversely affect obusiness in many ways, including by reducing thalue or performance of th:
investments that we manage or by reducing the apitif our funds to raise or deploy capital, eachwhich could negatively impact our net
income and cash flow and adversely affect our fir@al condition.

Our business is materially affected by dtos in the financial markets and economic cdndg or events throughout the world, such as
interest rates, availability of credit, inflatioates, economic uncertainty, changes in laws (inetutaws relating to taxation), trade barriers,
commodity prices, currency exchange rates and alsrdnd national and international political ciratences (including wars, terrorist acts or
security operations). These factors are outsideontrol and may affect the level and volatilitysafcurities prices and the liquidity and the
value of our investments. In addition, we may notble to or may choose not to manage our exposihese conditions and/or events. For
example, as of March 31, 2009, the date of the ébwggregate valuation of our private equity fuddgng the most recent downturn, the
investments in our contributed private equity fumdse marked down to 67% of original cost. Our patility may also be adversely affected
by our fixed costs and the possibility that we veblé unable to scale back other costs within a fiamae sufficient to match any decreases in
net income relating to changes in market and ecanoanditions.

Our funds may be affected by reduced opipities to exit and realize value from their inveshts as lack of financing makes it more
difficult for potential buyers to raise sufficiecapital to purchase assets in our funds' portfpbgdower than expected returns on investments,
which could cause us to realize diminished or moi@a interest, and by the fact that we may noalble to find suitable investments for the
funds to effectively deploy capital, which couldvadsely affect our ability to raise new funds bessawe can generally only raise capital for a
successor fund following the substantial deployntémapital from the existing fund. In the eventpoior performance by existing funds or
during periods of unfavorable fundraising conditipas have prevailed in recent years, pressurgs/bgtors for lower fees, different fee
sharing arrangements for transaction or other f@s other concessions (for example, the inclusfgerformance hurdles that would require
us to generate a specified return on investmeant fiour right to receive carried interest) wolikgtly continue and could increase. The
outcome of such negotiations could result in oueagent to terms that are materially less favortables than for prior funds we have
managed. In the circumstances described abovegssmcfunds raised by us are also likely in mastaimces to be smaller than our compar
predecessor funds. Investors may also seek tolmdegpital away from certain of our fixed incomeather non-private equity investment
vehicles, which permit redemptions on relativelprsmotice, in order to meet liquidity needs orésvin other asset classes. Any of these
developments could adversely affect our future meres, net income, cash flow, financial conditiorability to retain our employees.
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During periods of difficult market or ecaniz conditions or slowdowns (which may be across onmore industries, sectors or
geographies), companies in which we have investegewrperience decreased revenues, financial lossesht rating downgrades, difficulty in
obtaining access to financing and increased fundasgs. These companies may also have difficulgxpanding their businesses and
operations or be unable to meet their debt sewlitigations or other expenses as they become ddegding expenses payable to us. Negative
financial results in our funds' portfolio companieay result in lower investment returns for ourdstment funds, which could materially and
adversely affect our operating results and cash.flm the extent the operating performance of quatfolio companies (as well as valuation
multiples) deteriorate or do not improve, our funaisy sell those assets at values that are lesswbgmojected or even at a loss, thereby
significantly affecting those funds' performance aonsequently our operating results and cash flawing periods of economic difficulty, ¢
investment funds' portfolio companies may also rdiffeeculty expanding their businesses and operetior meeting their debt service
obligations or other expenses as they become ddegding amounts payable to us. Furthermore, negatiarket conditions or a specific
market dislocation may result in lower investmezttirns for our funds, which would further adversaffigct our net income. Adverse
conditions may also increase the risk of defaulbwespect to private equity, fixed income and p#wguity investments that we manage. Even
if economic and market conditions do improve brgadtverse conditions in particular sectors mag atise our performance to suffer.

Changes in the debt financing markets may negatiwehpact the ability of our private equity funds drtheir portfolio companies to obtain
attractive financing for their investments and mapycrease the cost of such financing if it is obtaéd, which could lead to lower-yielding
investments and potentially decrease our net income

In the event that our funds are unablelimio committed debt financing for potential acdgigss or can only obtain debt at an increased
interest rate or on unfavorable terms, our fundg have difficulty completing otherwise profitablecuisitions or may generate profits that are
lower than would otherwise be the case, eitherlithvcould lead to a decrease in the investmeminirecearned by us. Any failure by lenders
to provide previously committed financing can adspose us to potential claims by sellers of busieesvhich we may have contracted to
purchase. Similarly, our portfolio companies regylatilize the corporate debt markets in ordeokbdain financing for their operations. To the
extent that credit markets render such financiffficdit to obtain or more expensive, this may négdy impact the operating performance of
those portfolio companies and, therefore, the iteat returns on our funds. In addition, to theeakthat the current markets make it difficult
or impossible to refinance debt that is maturinthm near term, we or some of our portfolio compamnay be unable to repay such debt at
maturity and may be forced to sell assets, undangaapitalization or seek bankruptcy protectioraddition, to the extent that conditions in
the credit markets impair the ability of our potibocompanies to refinance or extend maturitieshair outstanding debt, either on favorable
terms or at all, the operating performance of thms#folio companies may be negatively impactedictvizould impair the value of our
investment in those portfolio companies and leaa decrease in the investment income earned by seme cases, the inability of our
portfolio companies to refinance or extend matesitinay result in the inability of those compangesepay debt at maturity and may cause the
companies to sell assets, undergo a recapitalizatiseek bankruptcy protection, which would aikely impair the value of our investment
and lead to a decrease in investment income eénned.

Adverse economic and market conditions may adversélect our liquidity position, which could advesy affect our business operations
the future.

We expect that our primary liquidity needf consist of cash required to:

. continue to grow our business, including funding capital commitments made to existing and futureds and any net capit
requirements of our capital markets companies;

. service debt obligations and any contingent liib8ithat give rise to future cash payments;
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. fund cash operating expenses;
. pay amounts that may become due under our taxveddeiagreement with KKR Holdings; a
. make cash distributions in accordance with ourithistion policy.

These liquidity requirements are significand, in some cases, involve capital that will a@minvested for extended periods of time. A
December 31, 2010, we have approximately $923.[fomibf remaining unfunded capital commitments tw mvestment funds. Our
commitments to our funds will require significamist outlays over time, and there can be no assuthatwe will be able to generate
sufficient cash flows from realizations of investmtgeto fund them. In addition, as of December 31L,E® we had $500.0 million of borrowings
outstanding under our credit facilities and delousiéies and $756.3 million of cash and cash edaius. While we have long-term committed
financings with substantial facility limits, thertes of those facilities will expire in 2012, 20183462016 (see "Management's Discussion and
Analysis of Financial Condition and Results of Ggaems—Liquidity"), and any borrowings thereundell vequire refinancing or renewal,
which could result in higher borrowing costs, auing equity. If the current credit market condigovere to worsen, we may not be able to
renew all or part of these credit facilities ordfialternate sources of financing on commercialysomable terms or raise equity. In that event,
our uses of cash could exceed our sources of ttasieby potentially adversely affecting our liqtydor causing us to sell assets on unfavor
terms. In addition, the underwriting commitmentsdar capital markets business may require siggificash obligations, and these
commitments may also put pressure on our liquiditye holding company for our capital markets bussnigas entered into a credit agreement
that provides for revolving borrowings of up to $5@illion, which can be used in connection with ongoing business activities, including
placing and underwriting securities offerings. Tie extent we commit to buy and sell an issue afiges in firm commitment underwritings
or otherwise, we may be required to borrow undercoedit agreement for our capital markets busite$snd such obligations, which,
depending on the size and timing of the obligationagy limit our ability to enter into other undeitimg arrangements or similar activities,
service existing debt obligations or otherwise gmw business. Regulatory capital requirements atsy limit the ability of our broker-dealer
subsidiaries to participate in underwriting or atlransactions or to allocate our capital morecedfitly across our businesses.

The "clawback" or "net loss sharing” provisions irour governing agreements may give rise to a conéngobligation that may require us
to return or contribute amounts to our funds andwmestors.

The partnership documents governing owapei equity funds generally include a "clawback'iorcertain instances, a "net loss sharing”
provision that, if triggered, may give rise to aatingent obligation that may require the generatra to return or contribute amounts to the
fund for distribution to investors at the end o fife of the fund. Under a "clawback" provisioman the liquidation of a fund, the general
partner is required to return, on an after-tax fygsieviously distributed carry to the extent tlolate to the diminished performance of later
investments, the aggregate amount of carry digtdbs received by the general partner during tha t&f the fund exceed the amount to which
the general partner was ultimately entitled. Extigctarried interest received by the general pastoéour 1996 Fund (which was not
contributed to us in the Transactions), as of Ddmm31, 2010, the amount of carried interest weelrageived that is subject to this clawback
obligation was $61.5 million, assuming that all égable private equity funds were liquidated atitliecember 31, 2010 fair values. Had the
investments in such funds been liquidated at zaheey the clawback obligation would have been $&&llion. Under a "net loss sharing
provision," upon the liquidation of a fund, the geal partner is required to contribute capitah® fund, to fund 20% of the net losses on
investments. In these vehicles, such losses wailtgdpired to be paid by us to the limited partietiose vehicles in the event of a
liquidation of the fund regardless of whether aayried interest had previously been distributedse8bon the fair market values as of
December 31, 2010, there would have been no neshuaring obligation. If the vehicles
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were liquidated at zero value, the contingent repant obligation in connection with the net lossratgaprovision as of December 31, 2010
would have been approximately $1,094.0 million.

Prior to the Transactions, certain of otingipals who received carried interest distriboiavith respect to the private equity funds had
personally guaranteed, on a several basis andcubja cap, the contingent obligations of the gaingartners of the private equity funds to
repay amounts to fund limited partners pursuatitéageneral partners' clawback obligations. Thesesf the Transactions require that our
principals remain responsible for clawback obligasi relating to carry distributions received ptimthe Transactions up to a maximum of
$223.6 million. Carry distributions arising subseguto the Transactions may give rise to clawbdilgations that may be allocated generally
to carry pool participants and the Combined Businesccordance with the terms of the instrumeanteming the KKR Group Partnerships.
Unlike the "clawback" provisions, the Combined Biesis will be responsible for amounts due undetosstsharing arrangements and will
indemnify our principals for any personal guarastteat they have provided with respect to such amsou

Our earnings and cash flow are highly variable doe the nature of our business and we do not inteldorovide earnings guidance, each
which may cause the value of interests in our busés to be volatile.

Our earnings are highly variable from geatb quarter due to the volatility of investmestiurns of most of our funds and other investr
vehicles and our principal assets and the feesddrom our businesses. We recognize earningsvasiments in our funds based on our
allocable share of realized and unrealized gain®@ses) reported by such funds, and a declimedlized or unrealized gains, or an increase in
realized or unrealized losses, would adverselycaffar net income. Fee income, which we recognikencontractually earned, can vary due
to fluctuations in AUM, the number of investmerdrtsactions made by our funds, the number of paté@mpanies we manage, the fee
provisions contained in our funds and other investnproducts and transactions by our capital mafxesiness. Fees for the years ended
December 31, 2008, 2009 and 2010 were $235.2 mil$831.3 million and $435.4 million, respectivélye may create new funds or
investment products or vary the terms of our fundimvestment products, which may alter the contfmsior mix of our income from time to
time. We may also experience fluctuations in osuhs from quarter to quarter, including our reveand net income, due to a number of other
factors, including changes in the values of oud&iinvestments, changes in the amount of distahator interest earned in respect of
investments, changes in our operating expensesdgtpee to which we encounter competition and ggmeonomic and market conditions. |
income (loss) attributable to KKR & Co. L.P. foetlgears ended December 31, 2008, 2009 and 2018(Ww294.5) million, $849.7 million ar
$333.2 million, respectively. Such fluctuations ntegd to variability in the value of interests iardusiness and cause our results for a
particular period not to be indicative of our penfi@nce in future periods. It may be difficult fa to achieve steady growth in net income and
cash flow on a quarterly basis, which could in tigad to large adverse movements in the valuetefésts in our business.

The timing and receipt of carried interiesim our private equity funds are unpredictable asiticontribute to the volatility of our cash
flows. Carried interest is generally distributedtie general partner of a vehicle with a clawbacket loss sharing provision only after all of
the following are met: (i) a realization event loasurred (e.g. sale of a portfolio company, dividiestc.); (ii) the vehicle has achieved positive
overall investment returns on realized investmsimse its inception; and (iii) all of the cost Haeen returned to investors with respect to
certain investments with a fair value below remagncost. Carried interest payments from privatdtgdavestments depend on our funds'
performance and opportunities for realizing gamsich may be limited. It takes a substantial pedbdtime to identify attractive private equity
investment opportunities, to raise all the fundsdsa to make an investment and then to realizedsle value (or other proceeds) of an
investment through a sale, public offering or othxeit. To the extent a private equity investmentas profitable, no carried interest shall be
received from our private equity funds with resgedhat investment and, to the extent such investremains unprofitable, we will only be
entitled to a management fee on that investmer@nkva private equity investment proves to be ipabfe, it may be several years before
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any profits can be realized in cash. We cannotigr@chen, or if, any realization of investmentshwitcur. In addition, if finance providers,

such as commercial and investment banks, makéitudi for potential purchasers to secure finamgcio purchase companies in our investment
funds' portfolio, it may decrease potential rediaevents and the potential to earn carried @gierA downturn in the equity markets also
makes it more difficult to exit investments by 8®llequity securities. If we were to have a redi@aevent in a particular quarter, the event
may have a significant impact on our cash flowsrduthe quarter that may not be replicated in sgbset quarters. A decline in realized or
unrealized gains, or an increase in realized oealired losses, would adversely affect our investrimeome, which could further increase the
volatility of our quarterly results.

A decline in the pace or size of investment by fwmds or an increase in the amount of transactioads we share with our investors wot
result in our receiving less revenue from transaamti fees, and our inability to raise additional ouscessor funds could have a material
adverse impact on our business.

The transaction fees that we earn are diiivgart by the pace at which our funds make itnmegats and the size of those investments. Any
decline in that pace or the size of such investmesotuld reduce our transaction fees and could ritakere difficult for us to raise capital.
Many factors could cause such a decline in the paoevestment, including:

. the inability of our investment professionals tentify attractive investment opportunities;

. competition for such opportunities among other pt& acquirers

. decreased availability of capital or financing dtmective terms

. our failure to consummate identified investmentanymities because of business, regulatory or legaiplexities and adverse

developments in the U.S. or global economy or fa@mmarkets; and

. terms we may provide to our investors to increhsepercentage of transaction or other fees we imaneswvith them

Further, our current private equity fundsl @ertain other funds and investment vehicles laefirgite life and a finite amount of
commitments from investors. Once a fund nears tigkeod its investment period, our success dependsioability to raise additional or
successor funds in order to keep making investnamds over the long term, earning management tt®(gh our funds and investment
vehicles generally continue to earn managementgeaseduced fee rate after the expiration of tineestment periods). For example, our
2006 Fund will end its investment period in Septen012 and has remaining uncalled capital comnmitenef $4.7 billion as of December .
2010. As the 2006 Fund draws near the end of visstment period or no longer has sufficient cagiteshmitments to make investments, we
will need to raise a successor fund for our Northehican private equity business. As of February?2d,1, the 2006 Fund has committed
capital to approximately $1.8 billion of pendingrisactions and contingent commitments, althougte tten be no assurance that any of these
capital commitments will be drawn as contemplatedsfvariety of reasons, including the risk thatgieg transactions do not close or that
contingent commitments are not deployed. To thergxwe are unable to raise additional or succdssals, our AUM and revenues will likely
decrease.

The investment management business is intenselyetitive, which could have a material adverse impan our business.

We compete as an investment manager féribeestors and investment opportunities. The imaeat management business is highly
fragmented, with our competitors consisting prifyaof sponsors of public and private investmentdsirbusiness development companies,
investment banks, commercial finance companiesopedating companies acting as strategic buyersiginbsses. We believe that competition
for investors is based primarily on:

. investment performanc
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. investor liquidity and willingness to invest;

. investor perception of investment managers' dfiveys and alignment of intere:

. business reputation;

. the duration of relationships with investors;

. the quality of services provided to investc

. pricing;

. fund terms (including fees); and

. the relative attractiveness of the types of invesits that have been or will be made.

We believe that competition for investmepportunities is based primarily on the pricingmie and structure of a proposed investment
and certainty of execution.

Institutional investors that have suffefemn decreasing returns, liquidity pressure, inseghvolatility or difficulty maintaining targeted
asset allocations, may materially decrease or teanfposuspend making new fund investments. In @aldi such investors may elect to reduce
their overall portfolio allocations to alternatiirerestments such as private equity funds, resultirmgsmaller overall pool of available capita
our industry. Investors may also seek to redepépjital away from certain of our fixed income oratinvestment vehicles, which permit
redemptions on relatively short notice in ordemteet liquidity needs or invest in other asset @asgV/e believe that our ability to avoid
excessive redemption levels primarily depends orfunds' continued satisfactory performance, algioredemptions may also be driven by
other factors important to our investors, includihgir need for liquidity and compliance with intreent mandates, even if our performance is
superior. Any such redemptions would decrease alviA&and revenues. In addition, the "Volcker Rule$ged in connection with the Dodd-
Frank Wall Street Reform and Consumer Protectioni\expected to severely limit or prohibit investnts in private equity funds by U.S.
banks (and in some cases non-U.S. banks). Finanstéltions have represented an important clagsvestors in the past, or approximately
13% as of December 31, 2010, and it is possibleatter institutions will not be available to repdathis traditional source of capital for our
private equity funds.

To the extent we try to raise new capitadn increasingly competitive environment with lasailable capital, we could agree to terms
favorable to us as well as encounter significafficdilty in raising new capital. Such changes woattersely affect our revenues and
profitability.

A number of factors serve to increase ampetitive risks:

. a number of our competitors in some of our busieessay have greater financial, technical, markedimdj other resources a
more personnel than we do;

. investors may materially decrease their allocationgew funds in light of their experiences follaygian economic downturn;

. some of our competitors may have better expertiseaegarded by investors as having better exgeeirtia specific asset cle
or geographic region than we do;

. some of our competitors have agreed to terms dnithestment funds or products that may be moverable than our funds or
products, such as lower management fees, greaeshéging, or performance hurdles for carried @gerand therefore we may
be forced to match or otherwise revise our terntsettess favorable than they have been in the past;

. some of our funds may not perform as well as coitguet funds or other available investment products

. investors may reduce their investments in our fuordsot make additional investments in our fundselupon their availab
capital or due to regulatory requirements;

. our competitors have raised or may raise signifieamounts of capital, and many of them have siniilaestment objectives and
strategies to our funds, which may create additiona
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competition for investment opportunities and majuee the size and duration of pricing inefficiesdieat many alternative
investment strategies seek to exploit;

. some of these competitors may also have a loweéroéa@spital and access to funding sources thaharavailable to us, whic
may create competitive disadvantages for us wipeet to investment opportunities;

. some of our competitors may have higher risk tolees, different risk assessments or lower retumsstiolds, which could allo
them to consider a wider variety of investments tanbid more aggressively than us for investments;

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

. there are relatively few barriers to entry impeding formation of new funds, including a relativédy cost of entering thes
businesses, and the successful efforts of newrgatii@to our various lines of business, includingjon commercial and
investment banks and other financial institutidre/e resulted in increased competition;

. some investors may prefer to invest with an investnmanager that is not publicly traded, is smatiemanages few
investment products; and

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

We may lose investment opportunities inftitare if we do not match investment prices, dtites and terms offered by competitors.
Alternatively, we may experience decreased investmegurns and increased risks of loss if we matebstment prices, structures and terms
offered by competitors. Moreover, if we are fortedtompete with other investment firms on the ba§igrice, we may not be able to maintain
our current fund fee, carried interest or othemterThere is a risk that fees and carried inténetbte alternative investment management
industry will decline, without regard to the hidtal performance of a manager. Fee or carriedéstéancome reductions on existing or future
funds, without corresponding decreases in our singtture, would adversely affect our revenuesmndtability.

In addition, if interest rates were to risdf market conditions for competing investmemgucts become or are favorable and such
products begin to offer rates of return superiahtuse achieved by our funds, the attractivenessiofunds relative to investments in other
investment products could decrease. This competiressure could adversely affect our ability t&ensuccessful investments and limit our
ability to raise future funds, either of which wdwddversely impact our business, results of operatand cash flow.

Our structure involves complex provisions of U.8deral income tax laws for which no clear precedemtauthority may be available. These
structures also are subject to potential legisl&jjudicial or administrative change and differinimterpretations, possibly on a retroacti
basis.

The U.S. federal income tax treatment afunitholders depends in some instances on detatioirs of fact and interpretations of
complex provisions of U.S. federal income tax ldarswhich no clear precedent or authority may bailable. You should be aware that the
U.S. federal income tax rules are constantly uneleiew by persons involved in the legislative pes;ehe Internal Revenue Service, or IRS,
and the U.S. Department of the Treasury frequeeBulting in revised interpretations of establishedcepts, statutory changes, revisions to
regulations and other modifications and interpretet The present U.S. federal income tax treatmfatvning our common units may be
modified by administrative, legislative or judiciaterpretation at any time, and any such actiog affect investments and commitments
previously made. For instance, changes to the fédgral tax laws and interpretations thereof conéke it more difficult or impossible for us
to be treated as a partnership that is not taxadbecorporation for U.S. federal income tax puegpaffect
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the tax considerations of owning our common umitgnge the character or treatment of portions ofrmome (including, for instance, the
treatment of carried interest as ordinary incontieerathan capital gain) and adversely impact youestment in our common units. See the
discussion below under "—The U.S. Congress hasaderesl legislation that would have (i) in some sas#er a ten-year period, precluded us
from qualifying as a partnership or required ubatd carried interest through taxable subsidiampotations and (ii) taxed certain income and
gains at increased rates. If any similar legistatieere to be enacted and apply to us, the aftentame and gain related to our business, as
well as the market price of our units, could beugt.” Our organizational documents and agreengivesthe Managing Partner broad
authority to modify the amended and restated pesirg agreement from time to time as the Managiagrier determines to be necessary or
appropriate, without the consent of the unitholderaddress changes in U.S. federal, state amadliltmome tax regulations, legislation or
interpretation. In some circumstances, such rewssmuld have a material adverse impact on soraé onitholders. For instance, the
Managing Partner could elect at some point to wisais an association taxable as a corporatiod.f®rfederal (and applicable state) income
tax purposes. If the Managing Partner were to & the U.S. federal income tax consequences ofrgyur common units would be
materially different. Moreover, certain assumptiansl conventions will be applied in an attemptdmply with applicable rules and to report
income, gain, deduction, loss and credit to undbod in a manner that reflects such unitholdersefieial ownership of partnership items,
taking into account variation in ownership integsedtiring each taxable year because of tradingigctifowever, those assumptions and
conventions may not be in compliance with all aspet applicable tax requirements. It is possibkg the IRS will assert successfully that the
conventions and assumptions used by us do notystitestechnical requirements of the Internal Rexe@ode and/or Treasury regulations and
could require that items of income, gain, dedudijdoss or credit, including interest deductioresahjusted, reallocated or disallowed in a
manner that adversely affects our unitholders.

The U.S. Congress has considered legislation thatild have (i) in some cases after a ten-year peripcecluded us from qualifying as a
partnership or required us to hold carried interegtrough taxable subsidiary corporations and (idxted certain income and gains .
increased rates. If any similar legislation were b@ enacted and apply to us, the after tax inconmel gain related to our business, as well as
the market price of our units, could be reduced.

Over the past several years, a numbergidliive and administrative proposals have be@nduoced and, in certain cases, have been
passed by the U.S. House of Representatives. Moshtly, the U.S. House of Representatives on MaY@10 passed legislation that would
have, in general, treated income and gains, inetudain on sale, attributable to an interest iln@estment services partnership interest, or
"ISPI", as income subject to a new blended taxtteeis higher than under current law, excephtoextent such ISPI would have been
considered under the legislation to be a qualifiegital interest. Your interest in us, our inteiakKR Fund Holdings L.P. and the interests
that KKR Fund Holdings L.P. holds in entities that entitled to receive carried interest may haentrlassified as ISPIs for purposes of this
legislation. The U.S. Senate considered but dicoass similar legislation. It is unclear when ormettter the U.S. Congress will reconsider
similar legislation or what provisions will be incled in any legislation, if enacted.

The House bill provided that, for taxabéays beginning ten years after the date of enadtimeome derived with respect to an ISPI that
is not a qualified capital interest and that isjsabto the rules discussed above would not meetjtialifying income requirements under the
publicly traded partnership rules. Therefore, iifigar legislation is enacted, following such terayeeriod, we would be precluded from
qualifying as a partnership for U.S. federal incaarepurposes or be required to hold all such I$fflsugh corporations, possibly U.S.
corporations. If we were taxed as a U.S. corponatiorequired to hold all ISPIs through corporasioour effective tax rate would increase
significantly. The federal statutory rate for corgtions is currently 35%. In addition, we coulddebject to increased state and local taxes.
Furthermore, you could be subject to tax on ouveasion
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into a corporation or any restructuring requiredider for us to hold our ISPIs through a corporatkKKR's principals and other professionals
could have faced additional adverse tax conseqganuger the legislation, which might thereby hageeasely affected KKR's ability to offer
attractive incentive opportunities for key persdnne

The Obama administration has indicatedpip®rts the adoption of legislation that similacthanges the treatment of carried interest for
U.S. federal income tax purposes. In its publistes@nue proposals for 2012 the Obama administratioposes that the current law regarding
the treatment of carried interest be changed fdoge after December 31, 2011 to subject such irctordinary income tax (which is taxe:
a higher rate than the proposed blended tax raterthe House legislation). The Obama administn&tipublished revenue proposals for 2010
and 2011 contained similar proposals.

States and other jurisdictions have alstsiciered legislation to increase taxes with resfgecarried interest. For example, New York
recently considered legislation under which youlddae subject to New York state income tax on inedmrespect of our common units as a
result of certain activities of our affiliates irel York. This legislation would have been retroaetio January 1, 2010. It is unclear when or
whether similar legislation will be enacted.

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

We depend on the efforts, skills, reputaiand business contacts of our principals, inolydiur founders, Henry Kravis and George
Roberts, and other key personnel, the informatimhdeal flow they and others generate during threnabcourse of their activities and the
synergies among the diverse fields of expertisekaogdviedge held by our professionals. Accordinglyt success depends on the continued
service of these individuals, who are not obligatecemain employed with us. The loss of the sewiaf any of them could have a material
adverse effect on our revenues, net income andftag and could harm our ability to maintain oogrAUM in existing funds or raise
additional funds in the future.

Our principals and other key personnel esssubstantial experience and expertise and trave Husiness relationships with investor
our funds and other members of the business contynuts a result, the loss of these personnel cfaddardize our relationships with
investors in our funds and members of the busicessnunity and result in the reduction of AUM or fawnvestment opportunities. For
example, if any of our principals were to join orrh a competing firm, our business, results andrfomal condition could suffer.

Furthermore, the agreements governing duafe equity funds and certain non-private eqirtyestment funds managed by us provide
that in the event certain "key persons" in thesel$u(for example, both of Messrs. Kravis and Rahentd, in the case of certain geographic
or product focused funds, one or more of the exeesifocused on such funds) generally cease teedgtmanage a fund, investors in the fund
will be entitled to: (i) in the case of our privatquity funds, reduce, in whole or in part, theipital commitments available for further
investments; and (ii) in the case of certain of foted income or other non-private equity investinemds, withdraw all or any portion of their
capital accounts, in each case on an investor-gsior basis (which could lead possibly to a ligtiich of those funds). The occurrence of
such an event would likely have a significant negaimpact on our revenue, net income and cash. flow

If we cannot retain and motivate our principals armther key personnel and recruit, retain and motteanew principals and other ke
personnel, our business, results and financial catieh could be adversely affecte

Our most important asset is our people,@mdccontinued success is highly dependent upoeftoets of our principals and other
professionals, and to a substantial degree onlilityeo retain and motivate our principals anti@t key personnel and to strategically recruit,
retain and motivate new talented personnel, inalgidiew principals. However, we may not be succéssthese efforts as the

31




Table of Contents

market for qualified investment professionals it@xely competitive. Our ability to recruit, retaind motivate our professionals is dependent
on our ability to offer highly attractive incentiopportunities. If legislation, such as the ledisia proposed in April 2009 (and reproposed in
2010) were to be enacted, income and gains recedmiith respect to carried interest would be tretdde U.S. federal income tax purposes as
ordinary income rather than as capital gain. Segfslation would materially increase the amourtagés that we, our principals and other
professionals would be required to pay, therebyeesbly affecting our ability to offer such attraetincentive opportunities. See "—Risks
Related to U.S. Taxation". In addition, there agaging laws and regulations that seek to regutetedmpensation of certain of our employ
See "—Extensive Regulation of our business affects otiviies and creates the potential for significAabilities and penalties. The possibil
of increased regulatory focus or legislative orutatpry changes could result in additional burdem®ur business.” The loss of even a small
number of our investment professionals could jedigarthe performance of our funds and other investrproducts, which would have a
material adverse effect on our results of operati@fforts to retain or attract investment profesals may result in significant additional
expenses, which could adversely affect our profitgb

Our principals generally hold interest®ir business through KKR Holdings. These individualrrently receive financial benefits from
our business in the form of distributions and antsdunded by KKR Holdings and through their dirantl indirect participation in the value of
KKR Group Partnership Units held by KKR Holdingshir¢ all of our employees and our principals reediase salaries from us, profit-based
cash amounts for certain individuals currentlylawene by KKR Holdings from cash reserves based uligtnibutions on a portion of KKR
Group Partnership Units held by KKR Holdings. Theas be no assurance that KKR Holdings will havié@ent cash available to continue
make profit-based cash payments and we expecivhatay be required to pay a portion, or eventualllyof these cash bonus payments as
KKR Holdings becomes unable to reserve cash foub@ompensation as our principals who hold equigrests through KKR Holdings
become entitled to the cash distributions on théRkBroup Partnership Units held by KKR Holdings. Eaver, our principals currently
receive additional equity interests in our busirtessugh equity awards granted by KKR Holdingshaligh we have not suffered any dilution
due to the granting of these equity awards by Kkdtdithgs, we expect that we will grant some or alihe types of equity awards currently
granted by KKR Holdings from our Equity Incentivia®, which will cause dilution. In addition, we mbag unwilling to grant our employees
additional significant equity awards in our bussieand the value of the grants and distributioey tieceive in respect of their existing awards
may be lower than anticipated. This may limit obility to attract, retain and motivate talentedgmemel. In order to recruit and retain existing
and future investment professionals, we may neéuctease the level of compensation that we pdlge¢m, which may cause a higher
percentage of our revenue to be paid out in th@ fafrcompensation, which would have an adverse ainga our profit margins.

In addition, there is no guarantee thatcdwefidentiality and restrictive covenant agreeraaatwhich our principals are subject, together
with our other arrangements with them, will prevélrgm from leaving us, joining our competitors tneywise competing with us or that these
agreements will be enforceable in all cases. Thgseements will expire after a certain period wfetj at which point each of our principals
would be free to compete against us and soliciéstars in our funds, clients and employees. Depgnaln which entity is a party to these
agreements and/or the laws applicable to them, aenmot be able to enforce them or become subjdatitsuits or other claims, and these
agreements might be waived, modified or amendeahatime without our consent. See "Certain Relaligos and Related Party Transactions,
and Director Independence—Confidentiality and Retste Covenant Agreements."

We strive to maintain a work environmergttreinforces our culture of collaboration, motigatand alignment of interests with investors.
If we do not continue to develop and implementribbt processes and tools to manage our changitegpgise and maintain our culture, our
ability to compete
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successfully and achieve our business objectivakdme impaired, which could negatively impact business, financial condition and results
of operations.

Operational risks may disrupt our businesses, rasnllosses or limit our growth.

We rely heavily on our financial, accougtand other data processing systems. If any oethgstems do not operate properly or are
disabled, we could suffer financial loss, a disiupbf our businesses, liability to our funds, riedory intervention or reputational damage. In
addition, we operate in businesses that are hidgbendent on information systems and technology ifdormation systems and technology
may not continue to be able to accommodate our tiaway be subject to security risks, and the gbataintaining such systems may incre
from our current level. Such a failure to accommedaowth, or an increase in costs related to sufcnmation systems, could have a material
adverse effect on our business. Furthermore, werdkpn our principal offices in New York City, wieemost of our administrative personnel
are located, for the continued operation of ouiiress. A disaster or a disruption in the infragtntes that supports our businesses, including a
disruption involving electronic communications dher services used by us or third parties with wiveerconduct business, or directly
affecting our principal offices, could have a mitieadverse impact on our ability to continue t@@te our business without interruption. Our
disaster recovery programs may not be sufficiembit@ggate the harm that may result from such asdesaor disruption. In addition, insurance
and other safeguards might only partially reimbwsdor our losses, if at all. Finally, we rely tird party service providers for certain aspt
of our business, including for certain informatystems, technology and administration, tax andptiamce matters. Any interruption or
deterioration in the performance of these thirdiparcould impair the quality of our and our funoisérations and could impact our reputation
and adversely affect our businesses and limit bilityato grow.

The time and attention that our principals and othemployees devote to assets that were not cornteithto the KKR Group Partnerships as
part of the Transactions will not financially benéfthe KKR Group Partnerships and may reduce the& and attention these individua
devote to the KKR Group Partnerships' business.

As of December 31, 2010, the unrealizedealf the investments held by the 1987 Fund, ti83 Fund and the 1996 Fund totaled
$912.1 million, or approximately 1.5% of our AUMeBause we believe the general partners of thesks fuill not receive meaningful
proceeds from further realizations, we did not a&ggeneral partner interests in them in conneatith the Transactions. We will, however,
continue to provide the funds with management ahdraservices until their liquidation. While we iilot receive meaningful fees for
providing these services, our principals and odmployees will be required to devote a portionhefit time and attention to the manageme
those entities. The devotion of the time and aiba@nf our principals and employees to those adisiwill not financially benefit the KKR
Group Partnerships and may reduce the time andtiattethey devote to the KKR Group Partnershipsimess.

Our organizational documents do not limit our altii to enter into new lines of businesses, and weyragpand into new investment
strategies, geographic markets and businesses, edathich may result in additional risks and unceinties in our businesse:

We intend, to the extent that market caodg warrant, to seek to grow our businesses bgasing AUM in existing businesses, pursuing
new investment strategies, including investmenbojmities in new asset classes, developing newsty investment structures and products
(such as managed accounts and structured prodactsexpanding into new geographic markets andhbases. We recently opened offices in
Mumbai, India, Seoul, Korea and Dubai, UAE, and asveloped a capital markets business in the Uidtates, Europe and Asia, which we
intend to grow and diversify. We may pursue grothttough acquisitions of other investment manageroemipanies, acquisitions of critical
business partners or other strategic initiativdsctv may include entering into
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new lines of business. In addition, we expect opypities will arise to acquire other alternativeti@ditional investment managers. To the
extent we make strategic investments or acquisitiaondertake other strategic initiatives or entés & new line of business, we will face
numerous risks and uncertainties, including risksoaiated with:

. the required investment of capital and other resesj

. the possibility that we have insufficient expertiseengage in such activities profitably or withauturring inappropriat
amounts of risk or liability;

. the possibility of diversion of management's attanfrom our core business;

. the possibility of disruption of our ongoing busisg

. combining or integrating operational and managersgstems and control

. potential increase in investor concentration; and

. the broadening of our geographic footprint, inchgithe risks associated with conducting operatiorigreign jurisdictions

including taxation.

Entry into certain lines of business maljeat us to new laws and regulations with whichase not familiar, or from which we are
currently exempt, and may lead to increased lige&nd regulatory risk. If a new business generatsufficient revenues or if we are unabl
efficiently manage our expanded operations, owltesf operations will be adversely affected. Guategic initiatives may include joint
ventures, in which case we will be subject to addél risks and uncertainties in that we may beedéent upon, and subject to liability, losses
or reputational damage relating to, systems, ctstnod personnel that are not under our control.

Extensive regulation of our businesses affects @ativities and creates the potential for significaliabilities and penalties. The possibility
increased regulatory focus or legislative or regtday changes could result in additional burdens our business.

Our business is subject to extensive reguaWe are subject to regulation, including pdigoexaminations, by governmental and self-
regulatory organizations in the jurisdictions inigfhwe operate around the world. Many of these leggts, including U.S. and foreign
government agencies and self-regulatory organiastiare empowered to conduct investigations andrashnative proceedings that can result
in fines, suspensions of personnel or other samgtincluding censure, the issuance of cease-asidtaeders or the suspension or expulsion of
applicable licenses and memberships. Even if agsiiyation or proceeding does not result in a gamctr the sanction imposed against us or
our personnel by a regulator were small in moneganpunt, the adverse publicity relating to the stigation, proceeding or imposition of th
sanctions could harm our reputation and cause las#oexisting clients and investors or fail torgaéw clients and investors.

As a result of market disruption as welhgghly publicized financial scandals, regulatonsl énvestors have exhibited concerns over the
integrity of the U.S. financial markets. Therefdiee businesses in which we operate both in théeldr8tates and outside the United States are
likely to be subject to further regulation. Any dg®s in the regulatory framework applicable to lousiness, including the potential changes
described below, may impose additional expensesaital requirements on us, result in limitatiomghie manner in which our business is
conducted, have an adverse impact upon our finbowmlition, results of operations or prospectgamexecutive retention or recruitment and
require substantial attention by senior managentieistimpossible to determine the extent of th@att of any new laws, regulations or
initiatives that may be proposed or may becomedawur business or the markets in which we opetagmacted, any new regulation or
regulatory framework could negatively impact ounds and us in a number of ways, including increagie funds' or our regulatory costs,
imposing additional burdens on the funds' or caffsand potentially requiring the disclosure ofisiéve information. In addition, we may be
adversely affected by changes in the interpretairoenforcement of existing laws and rules by thggseernmental authorities and self-
regulatory organizations. New laws or regulatioosld make

34




Table of Contents

compliance more difficult, more expensive or affége manner in which we conduct business. More@sgalls for additional regulation have
increased, there may be a related increase inaegulinvestigations of the trading and other itwesnt activities of alternative investment
management funds and firms, including our fundswandBuch investigations may impose additional Bgps on us, may require the attention
of senior management and may result in fines ibweny of our funds are deemed to have violatedragylations.

Recently, there have been a number oflkgie or regulatory proposals that would affea filmancial sector in the United States. In
particular, the Dodd-Frank Wall Street Reform ammh€limer Protection Act, or Dodd-Frank Act, thatsRtent Obama signed into law on
July 21, 2010, will create a significant amounnefv regulation. The Dodd-Frank Act:

. establishes the Financial Stability Oversight Caluec FSOC, a federal agency charged with, amahgrahings, designatir
systemically important nonbank financial compari@sheightened prudential supervision and makirmpmemendations
regarding the imposition of enhanced standardsdégacapital, leverage, conflicts and other reguients for financial firms
deemed to pose a systemic threat to the finanegiti of the U.S. economy;

. requires private equity and hedge fund advisersddster with the SEC under the Investment Advigers(as describe
elsewhere in this report, Kohlberg Kravis Robert€& L.P. and its wholly owned subsidiary KKR Asktinagement LLC are
registered as investment advisers under the Inwggtfdvisers Act), to maintain extensive recordd mfile reports if deemed
necessary for purposes of systemic risk assesdigargrtain governmental bodies;

. authorizes federal regulatory agencies to reviesy Bncertain cases, prohibit compensation arrargesmat financial institutior
that give employees incentives to engage in condieetned to encourage inappropriate risk takingdweied financial
institutions;

. requires public companies to adopt and disclosieipslrequiring, in the event the company is reggliito issue an accounting

restatement, the clawback of related incentive aaeation from current and former executive officers
. amends the Exchange Act to compensate and protestieblowers who voluntarily provide original infoation to the SEC ar
establishes a fund to be used to pay whistleblowbiswill be entitled to receive a payment equabébween 10% and 30% of
the monetary sanctions imposed in a successfulrgment action resulting from the information preaddby the whistleblower;
. restricts the ability of banking organizations pmssor or invest in private equity and hedge fu

. grants the U.S. government resolution authorityguidate or take emergency measures with regattdled financial
institutions that fall outside the existing resautauthority of the Federal Deposit Insurance ©aation, or FDIC; and

. creates a new Consumer Financial Protection Bungthin the U.S. Federal Resen

Many of these provisions are subject tohierr rule making and to the discretion of reguhatoodies, such as the FSOC. For example, the
following notices of proposed rulemakings have nélgebeen announced that may apply to us or ousididries:

. On January 25, 2011, the SEC proposed a rule toreegdvisers to private funds to report informatior use by the FSOC
monitoring risk to the U.S. financial system. Thegosed rule would create a new reporting formecaform PF.
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. On January 26, 2011, the FSOC proposed a ruleibdeggrthe criteria that will inform, and the proses and procedures
established under the Dodfdank Act for, the FSOC's designation of systenydatportant nonbank financial companies. Un
the proposed rule, when contemplating the designati a company as a systemically important nonlieraiacial company, the
FSOC would consider six broad categories: a conipaige, lack of substitutes for the financial #mg and products that the
company provides, interconnectedness with othanfifal firms, leverage, liquidity risk (and matyrihismatch), and existing
regulatory scrutiny. A company designated as asyisally important nonbank financial company by B®OC would be
subject to a heightened degree of regulation asissed below.

. On February 8, 2011, the Federal Reserve Boarcpepa rule establishing the requirements for deténg if a company i
"predominantly engaged in financial activities" atefines the terms "significant nonbank financ@inpany" and "significant
bank holding company.” In particular, the rule wbdkfine a "significant nonbank financial compatyean (i) any
systemically important nonbank financial compangigeated by the FSOC and (ii) any other nonbardnfinl company with
$50 billion or more in total consolidated assetsletermined in accordance with applicable accogrgtandards.

. On March 2, 2011, the SEC proposed a rule as parjaint rule-making effort with federal banking regulators desid to
prohibit incentivebased compensation arrangements that encourageapajate risk taking by covered financial instituis anc
arc deemed to be excessive, or that may lead teriablbsses. The proposed rule would cover firariostitutions with total
consolidated assets of at least $1 billion, inelgdnvestment advisers and broker-dealers, andqedweightened requirements
for financial institutions with total consolidatedsets of at least $50 billion. The applicatiothds rule to us could require us to
substantially revise our compensation strategyadfestt our ability to recruit and retain qualifiechployees.

If the FSOC were to determine that we weesystemically important nonbank financial compamg,would be subject to a heightened
degree of regulation, which could include a requigat to adopt heightened standards relating tdalafgverage, liquidity, risk management,
credit exposure reporting and concentration linmésfrictions on acquisitions and being subjectrtoual stress tests by the Federal Reserve
Bank. There can be no assurance that nonbank faldimms such as us will not become subject toafeementioned restrictions or other
requirements for financial firms deemed to be syétally significant to the financial health of theS. economy.

In November 2010, the European Parliamedtthe Council of Ministers adopted the EU Direeton Alternative Investment Fund
Managers, or AIFM. The Directive will apply to AlIFd/established in the EU and to non-EU AIFMs markgsecurities of alternative
investment funds, or AlFs, in the EU, subject tdaia exemptions. AIFMs established in the EU wdwddrequired to seek authorization from
their home jurisdiction regulators. EU member statédl be required to implement the Directive imational law, and it is expected that it will
become applicable in EU member states in mid-28b8-EU AIFMs will be ineligible for an EU-wide pgssrt under the Directive until the
Commission adopts an implementing measure permistich registration. Non-EU AIFMs that do not régiisinder the Directive may
continue to market fund interests to EU profesdiongstors if and to the extent permitted underamel law, subject to certain minimum
conditions. The Directive will impose new operatiegjuirements on registered AIFMs, including rdeshe structure of remuneration for
certain personnel, a threshold for regulatory edjihd leverage limits, as well as reporting oliliyss in respect of controlled EU portfolio
companies. Such rules could have an adverse effieatir businesses by, among other things, (i) iimgodisclosure obligations and restricti
on distributions by EU portfolio companies of thmfis we manage, (ii) significantly restricting metikg activities, (iii) potentially requiring
changes in our compensation structures for keyopeed, thereby potentially affecting our abilityrecruit and retain these
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personnel, and (iv) potentially in effect restmctiour funds' investments in companies based ic&lhtries. The Directive could limit, both in
absolute terms and in comparison to EU-based imezgtmanagers and funds, our operating flexibibty, ability to market our funds, and our
fund raising and investment opportunities, as aglexpose us to conflicting regulatory requireméntie United States and the EU.

On January 1, 2011, an amendment to théa@&equirements Directive (CRD III) entered iritmce. Among other things, CRD IlI
requires EU member states to introduce strictetrotnon remuneration for key employees and rigketsiwithin specified credit institutions
and investment firms. The Committee of EuropeankiBenSupervisors, or CEBS, published guidelineshenimplementation of CRD Il in
December 2010. Also in December 2010, the UK Fiisi8ervices Authority, or FSA, amended its Rematien Code to reflect CRD IIl. O1
of our subsidiaries established in the UK is suldi@RD IIl. CRD Il may potentially require chaeg in our compensation structures for key
personnel of this subsidiary, thereby potentiaffgcting its ability to recruit and retain thesasennel.

We regularly rely on exemptions in the @ditStates from various requirements of the SeearAict, the Exchange Act, the Investment
Company Act of 1940, or Investment Company Act, tredU.S. Employee Retirement Income Security Adt3Y4, or ERISA, in conducting
our investment management activities. These exemptire sometimes highly complex and may in cediailumstances depend on
compliance by third parties whom we do not contifdior any reason these exemptions were to beaoma@ailable to us, we could become
subject to regulatory action or third-party claiemsl our business could be materially and adveefédgted. See "—Risks Related to Our
Organizational Structure—If we were deemed to b&rarestment company" subject to regulation untierlnvestment Company Act,
applicable restrictions could make it impractical @is to continue our business as contemplated¢amd have a material adverse effect on our
business." Moreover, the requirements imposed byegulators are designed primarily to ensure iegirity of the financial markets and to
protect investors in our funds and are not desigogutotect holders of interests in our businesmgequently, these regulations often serve to
limit our activities. In addition, the regulatorpydronment in which our fund investors operate raffgct our business. For example, changt
antitrust laws or the enforcement of antitrust lawald affect the level of mergers and acquisitiactivity, and changes in state laws may limit
investment activities of state pension plans. Wg aigo be adversely affected as a result of nergvised legislation or regulations imposec
the SEC, other governmental regulatory authoriieself-regulatory organizations that supervisefith@ncial markets.

We are also subject to a number of lawsragdlations governing payments and contributionsdiitical persons or other third parties,
including restrictions imposed by the Foreign Cptriaractices Act, or FCPA, as well as trade sanstaministered by the Office of Foreign
Assets Control, or OFAC, and the U.S. Departme@ahmerce. The FCPA is intended to prohibit bribafrforeign governments and their
officials and political parties, and requires paldompanies in the United States to keep booksegutds that accurately and fairly reflect
those companies' transactions. OFAC and the U.Bafeent of Commerce administer and enforce econamd trade sanctions based on
foreign policy and national security goals agataggeted foreign states, organizations and indadglurhese laws and regulations relate to a
number of aspects of our business, including senyiexisting investors, finding new investors, aodircing new investments, as well as
activities by the portfolio companies in our prigaquity portfolio or other controlled investmergémilar laws in non-U.S. jurisdictions, such
as EU sanctions or the proposed provisions of tlie Bribery Act, as well as other anti-bribery amati-money laundering laws in the U.S. ¢
abroad, may also impose stricter or more oneragisirements than the FCPA, OFAC and the U.S. Departrof Commerce, and
implementing them may disrupt our business or casge incur significantly more costs to complywihose laws. Different laws may also
conflict with others, making compliance with aliWa more
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difficult. If we fail to comply with these laws arrdgulations, we could be exposed to claims foratges, financial penalties, reputational he
incarceration of our employees, restrictions onaperations and other liabilities, which could nagdy affect our business, operating results
and financial condition. In addition, we may bejsgbto successor liability for FCPA violationsather acts of bribery committed by
companies in which we or our funds invest or whighor our funds acquire.

In June 2010, the SEC approved Rule 206(dnder the Advisers Act regarding "pay to playdgtices by investment advisers involving
campaign contributions and other payments to gawent clients and elected officials able to exditience on such clients. Among other
restrictions, the rule prohibits investment advdseom providing advisory services for compensatma government client for two years,
subject to very limited exceptions, after the irtwgant adviser, its senior executives or its persbimvolved in soliciting investments from
government entities make contributions to certaindidates and officials in position to influence tiiring of an investment adviser by such
government client. Advisers are required to implehwmpliance policies designed, among other ngttertrack contributions by certain of
the adviser's employees and engagements of thitiép#hat solicit government entities and to keegain records in order to enable the SEC
to determine compliance with the rule. There has Bkeen similar rule-making on a state-level reiggrtpay to play" practices by investment
advisers, including in California and New York. Afailure on our part to comply with these rulesldatause us to lose compensation for our
advisory services or expose us to significant gesand reputational damage.

Certain laws to which we are subject, sagleertain environmental laws, takeover laws, lriliery and anti-corruption laws and antitrust
laws, may impose requirements on us and our partt@mpanies as an affiliated group and, in sonsegampose concepts such as joint and
several liability or notification obligations onfiifites. For example, the United Kingdom recetliyoduced a Carbon Reduction Commitment
Order, or CRC, which requires, under certain cirstamces, that funds, general partners and portfoliopanies participate in the CRC as a
single organization and aggregate their respeetidggy consumption/emissions. In addition, the @R@oses joint and several liability for
compliance on the companies within a group. SinyiJarur portfolio companies may be subject to cactmal obligations which may impose
obligations or restrictions on their affiliates.el'mterpretation of such contractual provisiond délpend on local laws. Given that we do not
control all of our portfolio companies and that partfolio companies generally operate indepengesfteach other, there is a risk that we
could contravene one or more of such laws, reguiatand contractual arrangements due to limitedsscand opportunities to monitor
compliance. In addition, compliance with these lawsontracts could require us to commit significasources and capital towards
information gathering and monitoring thereby insiag our operating costs.

Our operations are subject to regulatioth supervision in a number of domestic and foreigisglictions, and the level of regulation and
supervision to which we are subject varies fronsgliction to jurisdiction and is based on the tgbdusiness activity involved. See
"Business—Regulation.”

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

The investment decisions we make in ouestiment management business and the activitiesrohwestment professionals on behalf of
our portfolio companies may subject them and ubeaisk of thirdparty litigation arising from investor dissatisfact with the performance «
our funds, the activities of our portfolio companand a variety of other litigation claims. SeedakeProceedings.” By way of example, we,
funds and certain of our employees are each exposie risks of litigation relating to investmextivities in our funds and actions taken by
the officers and directors (some of whom may be Kéhployees) of portfolio companies, such as tHeaishareholder
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litigation by other shareholders of public companie holders of debt instruments of companies irclwbur funds have significant
investments. We are also exposed to risks of tiigeor investigation in the event of any transaasi that presented conflicts of interest that
were not properly addressed.

To the extent investors in our investmemids suffer losses resulting from fraud, grossigegte, willful misconduct or other similar
misconduct, investors may have remedies againstugrivate equity funds, our principals or ouili@tes under federal securities law and
state law. Investors in our funds do not have legaledies against us, the general partners ofumdsf our funds, our principals or our
affiliates solely based on their dissatisfactiothvthe investment performance of those funds. Wthitegeneral partners and investment
advisers to our private equity funds, includingittiiérectors, officers, other employees and affds are generally indemnified to the fullest
extent permitted by law with respect to their coectdn connection with the management of the busiresl affairs of our private equity funds,
such indemnity generally does not extend to acti@iermined to have involved fraud, gross negligemdliful misconduct or other similar
misconduct.

If any lawsuits were brought against us mrsilted in a finding of substantial legal liatyilithe lawsuit could materially adversely affect
our business, financial condition or results ofragiens or cause significant reputational harmsowhich could seriously impact our business.
We depend to a large extent on our business re&dtips and our reputation for integrity and highibea professional services to attract and
retain investors and to pursue investment oppdiasior our funds. As a result, allegations of inger conduct by private litigants or
regulators, whether the ultimate outcome is favierab unfavorable to us, as well as negative pitpland press speculation about us, our
investment activities or the private equity indysir general, whether or not valid, may harm oguteation, which may be more damaging to
our business than to other types of businesses.

In addition, with a workforce composed admyg highly paid professionals, we face the risktigfation relating to claims for compensati
or other damages, which may, individually or in #ygregate, be significant in amount. The cosetifisg any such claims could negatively
impact our business, financial condition and resoftoperations.

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

There is a risk that our principals and Eyges could engage in misconduct that adversédgtafour business. We are subject to a
number of obligations and standards arising frombmsiness and our authority over the assets wegear he violation of these obligations
and standards by any of our employees would adiyeaffect our clients and us. Our business ofteuires that we deal with confidential
matters of great significance to companies in wiiehmay invest. If our employees were improperlyse or disclose confidential
information, we could suffer serious harm to oyputation, financial position and current and futhusiness relationships, as well as face
potentially significant litigation. It is not alwaypossible to detect or deter employee miscondnctthe extensive precautions we take to d
and prevent this activity may not be effective lircases. If any of our employees were to engageigtonduct or were to be accused of such
misconduct, our business and our reputation coalddversely affected.

Risks Related to the Assets We Manage

As an investment manager, we sponsor amagefunds and vehicles that make investments watédon behalf of third-party investors
and, in connection with those activities, are regpito deploy our own capital in those investmenke investments of these funds and vehi
are subject to many risks and uncertainties whizkhe extent they are material, are discussedibéfoaddition, we have principal investme
and manage those assets on our own behalf. Asil tbg gains and losses
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on such assets are reflected in our net incometanrdsks set forth below relating to the asseds We manage will directly affect our operating
performance.

The historical returns attributable to our fundsntluding those presented in this report, should rim considered as indicative of the future
results of our funds or of our future results or ainy returns on our common units.

We have presented in this report certdioriation relating to our investment returns, sashet and gross IRRs, multiples of invested
capital and realized and unrealized investmentesafar funds that we have sponsored and managedhi$torical and potential future returns
of the funds that we manage are not directly linteeteturns on KKR Group Partnership Units.

Moreover, historical returns of our fundaymot be indicative of the future results that gbould expect from us, which could negatively
impact the fees and incentive amounts receivedslfyam such funds. In particular, our funds' futtesults may differ significantly from their
historical 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 m
adversely affect the ultimate value realized fréwose funds' investments;

. the historical returns that we present in this regerive largely from the performance of our earprivate equity funds, where
future fund returns will depend increasingly on piegformance of our newer funds, which may hatke ldr no investment track
record, and in particular you will not benefit fraany value that was created in our funds prioh&oTransactions to the extent
such value has been realized and we may be reqoireghay excess amounts previously received peaf carried interest in
our funds if, upon liquidation of the fund, we haeeeived carried interest distributions in exaafsthe amount to which we
were entitled,;

. the future performance of our funds will be affechby macroeconomic factors, including negativedetrising from recent
disruptions in the global financial markets tharevaot prevalent in the periods relevant to théohisal return data included in
this report;

. in some historical periods, the rates of retursarfie of our funds have been positively influencgd bumber of investments

that experienced a substantial decrease in thagedrolding period of such investments and rapidsastantial increases in
value following the dates on which those investrmemtre made; the actual or expected length of hglderiods related to
investments is likely longer than such historicalipds; those trends and rates of return may no¢peated in the future;

. our newly established funds may generate lowermstduring the period that they take to deployrthepital;

. our funds' returns have benefited from investmepiootunities and general market conditions in dettéstorical periods that
may not repeat themselves, and there can be noaassuthat our current or future funds will be ablavail themselves of
comparable investment opportunities or market drd; and

. we may create new funds and investment produdtgeifiuture that reflect a different asset mix imte of allocations among
funds, investment strategies, geographic and inglegposure, vintage year and economic terms.

In addition, our historical rates of retugflect our historical cost structure, which mayyin the future, and future returns will be afés
by the risks described elsewhere in this repoctunting risks of the industry sectors and businge#sevhich a particular fund invests and
changes in laws. See
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"—Risks Related to our Business—Difficult markendiions can adversely affect our business in maays, including by reducing the value
or performance of the investments that we manadpy oeducing the ability of our funds to raise eptby capital, each of which could
negatively impact our net income and cash flow athekrsely affect our financial condition.”

Valuation methodologies for certain assets in owmnids can be subject to significant subjectivity atite fair value of assets established
pursuant to such methodologies may never be realjzghich could result in significant losses for odiunds.

There are no readily ascertainable markieep for a substantial majority of illiquid inves¢nts of our investment funds and our finance
vehicles. When determining fair values of investtagwe use the last reported market price as a$tdtement of financial condition date for
investments that have readily observable markeepriwhen an investment does not have a readillableamarket price, the fair value of the
investment represents the value, as determined by good faith, at which the investment could blel $n an orderly disposition over a
reasonable period of time between willing partifeeothan in a forced or liquidation sale. Theradssingle standard for determining fair value
in good faith and in many cases fair value is eapressed as a range of fair values from whiclhngleiestimate may be derived. When making
fair value determinations, we typically use a markeltiples approach that considers a specifiedrfaial measure (such as EBITDA) and/or a
discounted cash flow analysis. KKR also considernge of additional factors that we deem releviactuding the applicability of a control
premium or illiquidity discount, the presence afréficant unconsolidated assets and liabilitiey, favorable or unfavorable tax attributes, the
method of likely exit, estimates of assumed grokates, terminal values, discount rates, capitactiire and other factors. These valuation
methodologies involve a significant degree of mamagnt judgment.

Because valuations, and in particular viédma of investments for which market quotatiors aot readily available, are inherently
uncertain, may fluctuate over short periods of tand may be based on estimates, determinatioragrofdlue may differ materially from the
values that would have resulted if a ready marketdxisted. Even if market quotations are avail&i®ur investments, such quotations may
not reflect the value that we would actually beeatbl realize because of various factors, inclugiogsible illiquidity. Our partners' capital co
be adversely affected if the values of investm#mas we record is materially higher than the valines are ultimately realized upon the disp
of the investments and changes in values attribiaténvestments from quarter to quarter may raswblatility in our AUM and such changes
could materially affect the results of operatiomattwe report from period to period. There can db@ssurance that the investment values that
we record from time to time will ultimately be readd and that you will be able to realize the itnent values that are presented in this report.

Because there is significant uncertaintthmvaluation of, or in the stability of the valog illiquid investments, the fair values of
investments reflected in an investment fund'smarfce vehicle's NAV do not necessarily reflectghiees that would actually be obtained by
on behalf of the fund or finance vehicle when simtestments are realized. Realizations at valugsfiiantly lower than the values at which
investments have been reflected in prior fund NAWsIld result in losses for the applicable fund #melloss of potential carried interest and
other fees. Also, if realizations of our investngeptoduce values materially different than theyiag values reflected in prior fund NAVS,
investors may lose confidence in us, which coulthim result in difficulty in raising capital foufure funds.

Even if market quotations are availabledor investments, such quotations may not refleetvialue that could actually be realized
because of various factors, including the possilidgiidity associated with a large ownership pasit subsequent illiquidity in the market for a
company's securities, future market price volgtiit the potential for a future loss in market wahased on poor industry conditions or the
market's view of overall company and managemeribpaance.
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In addition, because we value our entingfplio only on a quarterly basis, subsequent evémat may have a material impact on those
valuations may not be reflected until the next tpréyr valuation date.

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

Because many of our funds' investmentshiebvily on the use of leverage, our ability toieeh attractive rates of return on investments
will depend on our continued ability to accessisight sources of indebtedness at attractive r&sexample, our fixed income funds use
varying degrees of leverage when making investm@&itsilarly, in many private equity investmentsjéitedness may constitute up to 70% or
more of a portfolio company's total debt and equépitalization, including debt that may be incdrie connection with the investment, and a
portfolio company's indebtedness may also increasecapitalization transactions subsequent ta@tmpany's acquisition. The absence of
available sources of sufficient debt financingdatended periods of time could therefore materialig adversely affect our funds and our
portfolio companies. Also, an increase in eitherdgleneral levels of interest rates or in the riglead demanded by sources of indebtedness
such as we experienced during 2009 would make lieragpensive to finance those investments. In @dfgilncreases in interest rates could
decrease the value of fixed-rate debt investmératisdur specialty finance company or our funds mhlereases in interest rates could also
make it more difficult to locate and consummategte equity investments because other potentiatsyyncluding operating companies ac
as strategic buyers, may be able to bid for ant assehigher price due to a lower overall costagital or their ability to benefit from a higher
amount of cost savings following the acquisitiortted asset. In addition, a portion of the indebésdrused to finance private equity
investments often includes high-yield debt seasitssued in the capital markets. Capital marketvalatile, and there may be times when we
might not be able to access those markets at titgaates, or at all, when completing an investmen

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

. subject the entity to a number of restrictive cams, terms and conditions, any violation of whidghuld be viewed by creditors
as an event of default and could materially immagtability to realize value from our investment;

. allow even moderate reductions in operating cash fb render it unable to service its indebtedness;
. give rise to an obligation to make mandatory prepanyts of debt using excess cash flow, which miighit the entity's ability to

respond to changing industry conditions to the mb@elditional cash is needed for the response gikernnplanned but necessary
capital expenditures or to take advantage of grapiortunities;

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

. limit the entity's ability to engage in strategaisitions that might be necessary to generatadditte returns or further growt
and

. limit the entity's ability to obtain additional fimcing or increase the cost of obtaining such fiivay) including for capite

expenditures, working capital or other general ooafe purposes.
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A leveraged company's income and equity &ed to increase or decrease at a greater mtestbuld otherwise be the case if money had
not been borrowed. As a result, the risk of losoeimted with a leveraged company is generallytgréhan for companies with comparatively
less debt. For example, leveraged companies cafiftuli on their debt obligations due to a decréasevenues and cash flow precipitated by
an economic downturn or by poor relative perforneaatsuch a company.

When our funds' existing portfolio investmereach the point when debt incurred to finahosé investments matures in significant
amounts and must be either repaid or refinancedgtinvestments may materially suffer if they hgeaerated insufficient cash flow to repay
maturing debt and there is insufficient capacitgt amailability in the financing markets to perntiem to refinance maturing debt on
satisfactory terms, or at all. If the current liedtavailability of financing for such purposes wirgersist for several years, when significant
amounts of the debt incurred to finance our fuedisting portfolio investments start to come dbese investments could be materially and
adversely affected.

The majority-owned subsidiaries of KFN, theblicly traded specialty finance company manadgeds, regularly use and have used
significant leverage to finance their assets. Aability by such subsidiaries to continue to raiseitilize leverage or to maintain adequate le'
of collateral under the terms of their collateratidzoan obligations could limit their ability toay their business, reinvest principal cash,
distribute cash to KFN or fully execute their biesia strategy, and KFN's results of operations resgdversely affected. If KFN is unable to
maintain its operating results and access to dapsaurces, KFN could face substantial liquiditgldems and might be required to dispose of
material assets or operations to meet its debicgeand other obligations.

Among the sectors particularly challenggdibwnturns in the global credit markets, includihg downturn experienced from 2008
through 2010, are the CLO and leveraged financ&etsirKFN has significant exposure to these matketsigh its CLO subsidiaries, each of
which is a Cayman Islands incorporated special ggegompany that issued to KFN and other invesiotss secured by a pool of collateral
consisting primarily of corporate leveraged lodnanost cases, KFN's CLO holdings are deeply subated, representing the CLO
subsidiary's substantial leverage, which increasés the opportunity for higher returns as welttes magnitude of losses when compared to
holders or investors that rank more senior to KRKight of payment. KFN's CLO subsidiaries havedrisally experienced an increase in
downgrades, depreciations in market value and ttefaurespect of leveraged loans in their collalteluring downturns in credit markets. Tr
can be no assurance that market conditions givéegto these types of consequences will not ocetmgccur, subsist or become more acute in
the future. Because KFN's CLO structures involvagiex collateral and other arrangements, the doatatien for such structures is complex,
is subject to differing interpretations and invavegal risk. In July 2009, KFN surrendered foramation approximately $298.4 million in
aggregate of notes issued to it by certain of t®€ The surrendered notes were cancelled anddligations due under such notes were
deemed extinguished. Certain holders of KFN's $éesiissued by one of KFN's CLOs challenged threeswler for cancellation and KFN
subsequently reached a settlement agreement vathisalders that restricts KFN's ability to restuuetcertain CLO debt obligations in the
future, which may reduce KFN's financial flexibjliin the event of future adverse market or creditditions. In addition, certain noteholders
one of KFN's other CLOs notified KFN of a similaspute and KFN may be notified of similar dispubgsother noteholders of its CLOs in the
future.

Any of the foregoing circumstances coulgéna material adverse effect on our financial ctowlj results of operations and cash flow.
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The due diligence process that we undertake in cection with our investments may not reveal all fachat may be relevant in connection
with an investment.

Before making our investments, we conduwet diligence that we deem reasonable and apprefrésed 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, to ideptissible risks associated with that investmedt anthe case of private equity
investments, to prepare a framework that may bd freen the date of an acquisition to drive opersicachievement and value creation. W
conducting due diligence, we typically evaluateuanber of important business, financial, tax, actimgn environmental and legal issues in
determining whether or not to proceed with an itwmesnt. Outside consultants, legal advisors, acemistand investment banks are involve
the due diligence process in varying degrees dépgrmeh the type of investment. Nevertheless, whardacting due diligence and making an
assessment regarding an investment, we rely onmes®available to us, including information praddy the target of the investment and, in
some circumstances, third-party investigations. dine diligence process may at times be subjectitlerespect to newly organized companies
for which only limited information is available. Aordingly, we cannot be certain that the due diligeinvestigation that we will carry out w
respect to any investment opportunity will reveahighlight all relevant facts (including fraud loribery) that may be necessary or helpful in
evaluating such investment opportunity, includihg éxistence of contingent liabilities. We alsorgatrbe certain that our due diligence
investigations will result in investments being segsful or that the actual financial performancarofnvestment will not fall short of the
financial projections we used when evaluating the¢stment.

Our investment management activities involve invasnts in relatively high-risk, illiquid assets, angle may fail to realize any profits from
these activities for a considerable period of timelose some or all of the capital invested.

Many of our funds hold investments in sé@s that are not publicly traded. In many cases,funds may be prohibited by contract or by
applicable securities laws from selling such semsifor a period of time. Our funds will generatigt be able to sell these securities publicly
unless their sale is registered under applicaluleritees laws, or unless an exemption from suclsteggion is available. The ability of many of
our funds to dispose of investments is heavily ddpat on the public equity markets. For example atility to realize any value from an
investment may depend upon the ability to competanitial public offering of the portfolio comparmy which such investment is made. Even
if the securities are publicly traded, large hotgirof securities can often be disposed of only av&ubstantial length of time, exposing our
investment returns to risks of downward movemembharket prices during the intended dispositiongzerAccordingly, under certain
conditions, our funds may be forced to either setlurities at lower prices than they had expeaeddlize or defer sales that they had planned
to make, potentially for a considerable periodimfet We have made and expect to continue to makefisiant capital investments in our
current and future funds. Contributing capitalttege funds is risky, and we may lose some or dih@principal amount of our investments.

The investments of our funds are subject to a numbéinherent risks.

Our results are highly dependent on outinaed ability to generate attractive returns froan investments. Investments made by our
private equity, credit or other investments invadveumber of significant risks inherent to privatgiity, credit and other investing, including
the following:

. companies in which investments are made may henitelil financial resources and may be unable to theétobligations und
their securities, which may be accompanied by arteation in the value of their equity securit@sany collateral or guarante
provided with respect to their debt;
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. companies in which investments are made are mkeby/ lio depend on the management talents and €6 small group of
persons and, as a result, the death, disabiligjgmation or termination of one or more of thosespas could have a material
adverse impact on their business and prospects;

. companies in which investments are made may frora tb time be parties to litigation, may be engageaspidly changing
businesses with products subject to a substaiglkabf obsolescence and may require substantiafiadal capital to support
their operations, finance expansion or maintaiir th@mpetitive position;

. instances of fraud and other deceptive practiceswitted by senior management of portfolio compairieshich our funds
invest may undermine our due diligence efforts withpect to such companies, and if such fraudsisogtered, negatively affect
the valuation of a fund's investments as well agrdaute to overall market volatility that can né&galy impact a fund's
investment program;

. our funds may make investments that they do ncamtégeously dispose of prior to the date the aplpléicfund is dissolver
either by expiration of such fund's term or othemyiresulting in a lower than expected return enrkestments and, potentia
on the fund itself;

. our portfolio companies generally have capitaldties established on the basis of financial ptiges based primarily o
management judgments and assumptions, and gewerairaic conditions and other factors may causeahpeerformance to fa
short of these financial projections, which couddige a substantial decrease in the value of outydwpldings in the portfolio
company and cause our funds' performance to falt st our expectations; and

. executive officers, directors and employees of@uitg sponsor may be named as defendants in litig&tvolving a company i
which an investment is made or is being made, amdmour funds may indemnify such executive officelirectors or
employees for liability relating to such litigation

We often pursue investment opportunities that invelbusiness, regulatory, legal or other complexstie

As an element of our investment style, fteropursue complex investment opportunities. This often take the form of substantial
business, regulatory or legal complexity that wadddler other investment managers. Our tolerancedimplexity presents risks, as such
transactions can be more difficult, expensive ameé-{consuming to finance and execute; it can beerddficult to manage or realize value
from the assets acquired in such transactionssaal transactions sometimes entail a higher ldvedgulatory scrutiny or a greater risk of
contingent liabilities. We may cause our fundsdquare an investment that is subject to contindjabilities, which could be unknown to us at
the time of acquisition or, if they are known tq w& may not accurately assess or protect agdiasisks that they present. Acquired
contingent liabilities could thus result in unfoees losses for our funds. In addition, in connectigth the disposition of an investment in a
portfolio company, a fund may be required to mak@esentations about the business and financaitafif such portfolio company typical of
those made in connection with the sale of a busin®$und may also be required to indemnify thecpasers of such investment to the extent
that any such representations are inaccurate. Tdremegements may result in the incurrence of ogetit liabilities by a fund, even after the
disposition of an investment. Any of these riskalddharm the performance of our funds.

Our private equity investments are typically amotig largest in the industry, which involves certadomplexities and risks that are not
encountered in small- and medium-sized investments.

Our private equity funds make investmemisarily in companies with relatively large capitations, which involves certain complexit
and risks that are not encountered in small- and
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medium-sized investments. For example, larger &retitns may be more difficult to finance and exjtlarger deals may present incremental
challenges. In addition, larger transactions magepgreater challenges in implementing changeseicdmpany's management, culture,
finances or operations, and may entail greateitisgrby regulators, interest groups and other thadies. Recently, these constituencies have
been more active in opposing some larger investeriantertain private equity firms.

In some transactions, the amount of equapital that is required to complete a large céipgtion private equity transaction has increased
significantly, which has resulted in some of theyésst private equity transactions being struct@®tconsortium transactions." A consortium
transaction involves an equity investment in whieb or more other private equity firms serve togetbr collectively as equity sponsors.
While we have sought to limit where possible theant of consortium transactions in which we haverbi@volved, we have participated in a
significant number of those transactions. Consprtitansactions generally entail a reduced levebatrol by our firm over the investment
because governance rights must be shared withttlee consortium investors. Accordingly, we may betable to control decisions relating 1
consortium investment, including decisions relatimghe management and operation of the companyhentiming and nature of any exit,
which could result in the risks described in "—@umds have made investments in companies that wetoontrol, exposing us to the risk of
decisions made by others with which we may notagdwny of these factors could increase the risit tur larger investments could be less
successful. The consequences to our investmens fofnain unsuccessful larger investment could beersevere given the size of the
investment.

Our funds and accounts have made investments in pamies that we do not control, exposing us to tligkrof decisions made by others w
which we may not agree.

Our funds and accounts hold investmentsititdude debt instruments and equity securitiesamhpanies that we do not control. Such
instruments and securities may be acquired by s and accounts through trading activities ayubh purchases of securities from the
issuer. In addition, our funds and accounts mayliaegninority equity interests, particularly whemosisoring investments as part of a large
investor consortium, and may also dispose of agrodf their majority equity investments in porifocompanies over time in a manner that
results in the funds or accounts retaining a mipanvestment. Those investments will be subje¢htorisk that the company in which the
investment is made may make business, financialaragement decisions with which we do not agrdbairthe majority stakeholders or the
management of the company may take risks or otseradt in a manner that does not serve our ingeiiésiny of the foregoing were to occur,
the value of investments by our funds or accouotddcdecrease and our financial condition, resafligperations and cash flow could be
adversely affected. As of December 31, 2010, apprately 40% of the investments in our private egpibrtfolio consist of structured
minority investments or investments in portfolionganies in which we share substantive control sig¥ith two or more other private equity
sponsors. In addition, most of our investmentsunRublic Markets funds, vehicles and accountsracempanies that we do not control.

We expect to make investments in companies thattaged outside of the United States, which may eepas to additional risks not typica
associated with investing in companies that are &#dn the United States.

Many of our funds, vehicles and accounteét a significant portion of their assets in thaigy, debt, loans or other securities of issuers
that are based outside of the United States. Ataatial amount of these investments consist ofgteequity investments made by our private
equity funds. For example, as of December 31, 28ffroximately 50% of the unrealized value of tihestments of those funds and accounts
was attributable to foreign investments. Investingompanies that are based in countries outsidieeof/nited States and, in particular, in
emerging markets such as China,
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India and Turkey, involves risks and consideratithrag are not typically associated with investmémtsompanies established in the United
States. These risks may include the following:

. the possibility of exchange control regulationstrietions on repatriation of profit on investmentsof capital invested, political
and social instability, nationalization or expragion of assets;

. the imposition of no-U.S. taxes

. differences in the legal and regulatory environn@rgnhanced legal and regulatory compliance;

. potential exposure to the FCPA and other lawsphattibit improper payments or offers of paymentforeign governments,

their officials and other third parties;

. limitations on borrowings to be used to fund acigjioiss or dividends

. political risks generally, including political hdgy to investments by foreign or private equitwestors;

. less liquid markets

. reliance on a more limited number of commodity itspservice providers and/or distribution mechasis

. adverse fluctuations in currency exchange ratescasts associated with conversion of investmemical and income from

one currency into another;

. higher rates of inflatior

. less available current information about an issuer;

. higher transaction costs;

. less government supervision of exchanges, broketsssuers

. less developed bankruptcy and other le

. greater application of concepts like equitable sdipation, which may, in bankruptcy or insolvenoysult in the subordination

of debt or other senior interests held by our itmest funds, vehicles or accounts in companieshiithvour investment funds,
vehicles or accounts also hold equity interests;

. difficulty in enforcing contractual obligations;

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

. fewer investor protections; ai

. greater price volatility.

Certain jurisdictions, including Denmarkakce, and Germany, among others, have either pedpar adopted new rules that seek to limit
the amount of interest that may be deductible whegdender and the borrower are related partiewjere third party borrowings have been
guaranteed by a related party) or may seek togrgeexisting rules in a more restrictive manndrede measures will most likely adversely
affect portfolio companies in those jurisdictionsahich our investment funds and vehicles havestments, and limit the benefits of
additional investments in those countries. Ouriess is also subject to the risk that similar mezsmight be introduced in other countries in
which our investment funds and vehicles currenslyehinvestments or plan to invest in the future, or
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that other legislative or regulatory measures tiegfatively affect their respective portfolio invasints might be promulgated in any of the
countries in which they invest.

In addition, certain countries such as Aali&t, China, India, South Korea, and Japan, wherdave made investments, have sought to tax
investment gains derived by nonresident investochiding private equity funds, from the dispogitiof the equity in companies operating in
those countries. In some cases this developméime isesult of new legislation or changes in therntetation of existing legislation and local
authority assertions that investors have a locallife presence or are holding companies for trapingoses rather than for capital purposes.

Further, certain countries, such as Austr&elgium, Denmark, and Germany, have soughettydhe benefits of income tax treaties or
EU Directives with respect to withholding taxesioterest and dividends of nonresident entitiesthenbasis that the entity benefiting from s
treaty or Directive is not the "owner" of the incenis a mere conduit inserted primarily to accessty benefits or Directives, or otherwise
lacks substance.

Although we expect that most of our fundshicles' and accounts' capital commitments véltlenominated in U.S. dollars, investments
that are denominated in a foreign currency wilkbbject to the risk that the value of a particalarency will change in relation to one or more
other currencies. Among the factors that may affectency values are trade balances, levels ot4bon interest rates, differences in relative
values of similar assets in different currenciesgkterm opportunities for investment and capipgraciation and political developments. We
may employ hedging technigues to minimize thedesyisut we can offer no assurance that such steatedll be effective or even available at
all. If we engage in hedging transactions, we magxposed to additional risks associated with s$tatsactions. See "—Risk management
activities may adversely affect the return on owestments."

Third party investors in our funds with commitmenttased structures may not satisfy their contractedlligation to fund capital calls when
requested by us, which could adversely affect adisnoperations and performance.

Investors in certain of our funds make tagiommitments to those funds that the funds atiéled to call from those investors at any time
during prescribed periods. We depend on investdfilihg their commitments when we call capitabfm them in order for such funds to
consummate investments and otherwise pay theigatidins (for example, management fees) when duef Recember 31, 2010, we have not
had investors fail to honor capital calls to anteex meaningful to us. Any investor that did natdua capital call would generally be subject to
several possible penalties, including having aiiggant amount of existing investment forfeitedtirat fund. However, the impact of the pen
is directly correlated to the amount of capitaiMiwesly invested by the investor in the fund andrifinvestor has invested little or no capital
instance early in the life of the fund, then thdddure penalty may not be as meaningful. Investoay in the future also negotiate for lesser or
reduced penalties at the outset of the fund, tlyeirgbbiting our ability to enforce the funding afcapital call. If investors were to fail to safisf
a significant amount of capital calls for any pautar fund or funds, the operation and performasfddose funds could be materially and
adversely affected.
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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 many cases, the companies in which ood$ invest have, or are permitted to have, oudstgrindebtedness or equity securities that
rank senior to our fund's investment. By their tersuch instruments may provide that their holdeesentitled to receive payments of
distributions, interest or principal on or befohe dates on which payments are to be made in respear investment. 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 distributiormitl be made in respect of its investment. In
addition, debt investments made by our investmamd$, vehicles or accounts in our portfolio compamhay be equitably subordinated to the
debt investments made by third parties in our pbafcompanies. After repaying senior security leot] the company may not have any
remaining assets to use for repaying amounts oweglspect of our investment. To the extent thatessets remain, holders of claims that rank
equally with our investment would be entitled tashon an equal and ratable basis in distributibasare made out of those assets. Also,
during periods of financial distress or following msolvency, the ability of our funds to influeneeompany's affairs and to take actions to
protect their investments may be substantially feas that of the senior creditors.

Risk management activities may adversely affectitbteirn on our investments

When managing exposure to market risksemploy hedging strategies or certain forms of aggiie instruments to limit our exposure to
changes in the relative values of investmentsrifet result from market developments, including geanin prevailing interest rates and
currency exchange rates. The scope of risk manageangvities undertaken by us varies based otetved and volatility of interest rates,
prevailing foreign currency exchange rates, thesypf investments that are made and other chamganget conditions. The use of hedging
transactions and other derivative instruments doce the effects of a decline in the value of atjgssdoes not eliminate the possibility of
fluctuations in the value of the position or prevasses if the value of the position declines. ldeer, such activities can establish other
positions designed to gain from those same devetosnthereby offsetting the decline in the valfithe position. Such transactions may also
limit the opportunity for gain if the value of agition increases. Moreover, it may not be posdiblémit the exposure to a market developn
that is so generally anticipated that a hedgingtber derivative transaction cannot be enteredahtm acceptable price.

The success of any hedging or other devizatansactions that we enter into generally délpend on our ability to correctly predict
market changes. As a result, while we may entersnoth transactions in order to reduce our expdasumgarket risks, unanticipated market
changes may result in poorer overall investmerfop@ance than if the hedging or other derivatiamgaction had not been executed. In
addition, the degree of correlation between pricw@ments of the instruments used in connection kgtiging activities and price movements
in a position being hedged may vary. Moreover goariety of reasons, we may not seek or be sutd@s®stablishing a perfect correlation
between the instruments used in hedging or othévate/e transactions and the positions being hddéga imperfect correlation could prevent
us from achieving the intended result and coul@ gise to a loss. In addition, it may not be pdssib fully or perfectly limit our exposure
against all changes in the value of its investmérsause the value of investments is likely totfiate as a result of a number of factors, some
of which will be beyond our control or ability teetige.
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Certain of our funds may make a limited number afiestments, or investments that are concentratedentain geographic regions or asset
types, which could negatively affect their performze to the extent those concentrated investmentsope poorly.

The governing agreements of our funds dorttaly limited investment restrictions and onlmited requirements as to diversification of
fund investments, either by geographic region seatype. Our private equity funds generally peupito 20% of the fund to be invested in a
single company. Our most recent fully invested aevequity fund focused primarily in North Ameritiae Millennium Fund, made investme
in approximately 30 portfolio companies with thegiest single investment representing 8.6% of iregestpital. During periods of difficult
market conditions or slowdowns in these sectoigeographic regions, decreased revenues, difficulpbtaining access to financing and
increased funding costs may be exacerbated bygdiisentration of investments, which would resulbiwer investment returns. Because a
significant portion of a fund's capital may be istezl in a single investment or portfolio companlgss with respect to such investment or
portfolio company could have a significant advamspact on such fund's capital. Accordingly, a lafkliversification on the part of a fund
could adversely affect a fund's performance ancetbee, our financial condition and results of guEms.

Because we hold interests in some of our portfaimmpanies both through our management of privataugy funds as well as throug!
separate investments in those funds and direc-investments, any fluctuation in the fair values tese portfolio companies may have a
disproportionate impact on the investment incomereed by us.

We hold interests in some of our portf@@ampanies through our management of private eduiitgs in our Private Markets segment, as
well as through separate investments in those fandscoinvestments in certain portfolio companies of sfioids, principally consisting of tl
assets we acquired from KPE in the Combination Jaation, in our Capital Markets and Principal Aittes segment. As of December 31,
2010, we hold significant aggregate investmentsaich of Dollar General Corporation, HCA Inc., Afiiee Boots GmbH, The Nielsen
Company B.V., and Biomet, Inc., which each represaore than 5% of our Capital Markets and Principetivities segment investment
balance. As a result of our disproportionate investt in these companies, or any other portfolio gamnies for which similar investments are
held in the future, any fluctuation in the fair we$ of these portfolio companies may have a digptigmate impact on the investment income
earned by us as compared to other portfolio congsani

Our funds and accounts may make investments andmay engage in other business activities, which abglve rise to a conflict of interest.

Our funds and accounts invest in a broadeaf asset classes throughout the corporateatapificture. These investments include
investments in corporate loans and debt securjiireserred equity securities and common equity Sées. In certain cases, we may manage
separate funds or accounts that invest in diffepants of the same company's capital structureekample, our fixed income funds may invest
in different classes of the same company's debtremdmake debt investments in a company that isedviny one of our private equity funds.
In those cases, the interests of our funds anduatsanay not always be aligned, which could creataal or potential conflicts of interest or
the appearance of such conflicts. For example pboear private equity funds could have an intemregiursuing an acquisition, divestiture or
other transaction that, in its judgment, could eweathe value of the private equity investmentpebeugh the proposed transaction would
subject one of our fixed income fund's debt investta to additional or increased risks. Similarlgegision to acquire material non-public
information about a company while pursuing an itwvesnt opportunity for a particular fund or accomrgty give rise to a potential conflict of
interest when it results in our having to resttfiet ability of other funds or accounts to take aotfon. Finally, our ability to effectively
implement a public securities strategy may be &ohito the extent that contractual
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obligations entered into in the ordinary coursewf private equity business impose restrictionganengaging in transactions that we may be
interested in otherwise pursuing.

We may also cause different investment $uodnvest in a single portfolio company, for exgenwhere the fund that made an initial
investment no longer has capital available to inv@enflicts may also arise where we make principa¢stments for our own account. In
certain cases, we will require that a transactioimeestment be approved by an independent valuatpert, be subject to a fairness opinion,
be based on arms-length pricing data or be cakulliataccordance with a formula provided for imad's governing documents prior to the
completion of the relevant transaction to addregsrgial conflicts of interest. Such instancestidel principal transactions where we or our
affiliates warehouse an investment in a portfobonpany for the benefit of one or more of our fundsiccounts pending the contribution of
committed capital by the investors in such fundaaounts, follow-on investments by a fund othanth fund which made an initial
investment in a company or transactions in whictawange for one of our funds or accounts to bagaurity from, or sell a security to,
another one of our funds or accounts.

In addition, we or our affiliates, includimur capital markets business, may receive feesher compensation in connection with specific
transactions or different clients that may give tis conflicts. The decision to take on an oppadtyun one of our businesses may, as a prac
matter, also limit the ability of one or our othmrsinesses to take advantage of other related npyibes.

Appropriately dealing with conflicts of arest is complex and difficult and we could suffgputational damage or potential liability if we
fail, or appear to fail, to deal appropriately withnflicts as they arise. Regulatory scrutiny oflitigation in connection with, conflicts of
interest could have a material adverse effect ameputation which could in turn materially advdysaffect our business in a number of ways,
including as a result of an inability to raise dudial funds and a reluctance of counterpartiegotbusiness with us.

If KFN were deemed to be an "investment company'igect to regulation under the Investment CompanytAapplicable restrictions coul
have an adverse effect on our business.

Our business would be adversely affectédifl, the publicly traded specialty finance compamgnaged by us, was to be deemed to t
investment company under the Investment CompanyAperson will generally be deemed to be an "itwesnt company" for purposes of the
Investment Company Act if, absent an available ptioa or exemption, it (i) is or holds itself o being engaged primarily, or proposes to
engage primarily, in the business of investingyvesting or trading in securities; or (ii) ownsproposes to acquire investment securities
having a value exceeding 40% of the value of italtassets (exclusive of U.S. government securigscash items) on an unconsolidated
basis. We believe KFN is not and does not propode tprimarily engaged in the business of investiaimvesting or trading in securities, and
we do not believe that KFN has held itself outashs KFN conducts its operations primarily throutghmajority-owned subsidiaries, each of
which is either outside of the definition of an @stment company as defined in the Investment Comnpahor excepted from such definition
under the Investment Company Act. KFN monitordiklings regularly to confirm its continued complia with the 40% test described in
clause (ii) above, and restricts its subsidiariéh vespect to the assets in which each of themirogest and/or the types of securities each of
them may issue in order to ensure conformity wibeptions provided by, and rules and regulationsmuigated under, the Investment
Company Act. If the SEC were to disagree with KRsitment of one or more of its subsidiaries asgiexcepted from the Investment
Company Act, with its determination that one or enof its other holdings are not investment se@sitor purposes of the 40% test, or with its
determinations as to the nature of its businessemanner in which it holds itself out, KFN anddore or more of its subsidiaries could be
required either (i) to change substantially the n&arin which it conducts its operations to avoithgesubject to the Investment Company Act
or (ii) to register as an investment company. Eitifehese would likely
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have a material adverse effect on KFN, its abititgervice its indebtedness and to make distribatam its shares, and on the market price of
its shares and securities, and could thereby naditeadversely affect our business, financial ctindiand results of operations.

Risks Related to Our Common Units
The requirements of being a public entity and susiag growth may strain our resources.

Our common units commenced trading on th&HR on July 15, 2010 and we are subject to thertegprequirements of the Securities
Exchange Act of 1934, or the Exchange Act, andirements of the Sarbanes-Oxley Act of 2002, orShebanes-Oxley Act. These
requirements may place a strain on our systemsesudirces. The Exchange Act requires that we fifaial, quarterly and current reports with
respect to our business and financial conditiore $arbanes-Oxley Act requires that we maintaircéffe disclosure controls and procedures
and internal controls over financial reporting, efhiare discussed below. In order to maintain argtonve the effectiveness of our disclosure
controls and procedures, significant resourcesnaaitagement oversight will be required. In additgustaining our growth will also require us
to commit additional management, operational andrftial resources to identify new professionajsitothe firm and to maintain appropriate
operational and financial systems to adequatelpaxpansion. These activities may divert managgis attention from other business
concerns, which could have a material adverse teffeour business, financial condition, result®pérations and cash flows. We may also
incur costs that we have not previously incurredefpenses for compliance with the Sarbanes-OxleyaAd rules of the SEC and the NYSE,
hiring additional accounting, legal and administ@ipersonnel, and various other costs relateeitogoa public company.

We have not evaluated our internal controls ovendncial reporting for purposes of compliance witre&tion 404 of the Sarbane®xley Act.

We have not been required prior to July@tilcomply with the requirements of the SarbangeyAct, including the internal control
evaluation and certification requirements of Set#d04 of that statute, and we will not be requieedomply with all of those requirements
until after we have been subject to the reporteguirements of the Exchange Act for a specifiedbpenf time. Accordingly, we have not
determined whether or not our existing internaltoma over financial reporting systems comply wtction 404. The internal control
evaluation required by Section 404 will divert imt&l resources and will take a significant amouritroe, effort and expense to complete. If it
is determined that we are not in compliance witbti®a 404, we will be required to implement remégi@cedures and re-evaluate our internal
control over financial reporting. We may experiehggher than anticipated operating expenses asasdiigher independent auditor and
consulting fees during the implementation of thels@nges and thereafter. Further, we may needeacalditional qualified personnel in order
for us to comply with Section 404. If we are unadlémplement any necessary changes effectiveffaiently, our operations, financial
reporting or financial results could be adversédfgcted and we could obtain an adverse report tarral controls from our independent
registered public accountants. In particular, ifave not able to implement the requirements ofiSeet04 in a timely manner or with adequate
compliance, our independent registered public atizois may not be able to certify as to the eféectess of our internal control over financial
reporting. Matters impacting our internal contnalay cause us to be unable to report our financfatination on a timely basis and thereby
subject us to adverse regulatory consequencesgding sanctions by the SEC, or violations of agglle stock exchange listing rules. There
could also be a negative reaction in the finantiatkets due to a loss of investor confidence iandgthe reliability of our financial statements.
Confidence in the reliability of our financial statents is also likely to suffer if our independesgistered public accounting firm reports a
material weakness in our internal control overfiitial reporting. This could materially adverselfeat us and lead to a decline in the market
price of our units.
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As a limited partnership, we qualify for some exetigms from the corporate governance and other regaments of the NYSE

We are a limited partnership and, as altiegualify for exceptions from certain corporai@vgrnance and other requirements of the rules
of the NYSE. Pursuant to these exceptions, limitednerships may elect, and we have elected, ragrtyply with certain corporate governa
requirements of the NYSE, including the requirerae(i) that the listed company have a nhominating) @@rporate governance committee that
is composed entirely of independent directors; @hthat the listed company have a compensationritee that is composed entirely of
independent directors. In addition, as a limitednErship, we are not required to hold annual uwhitr meetings. Accordingly, you do not
have the same protections afforded to equity heldéentities that are subject to all of the cogdpergovernance requirements of the NYSE.

Our founders are able to determine the outcome afyanatter that may be submitted for a vote of oimited partners.

As of February 28, 2011, KKR Holdings owt79,237,329 KKR Group Partnership Units and oungipals generally have sufficient
voting power to determine the outcome of those tigatters that may be submitted for a vote of thelérsl of our common units, including a
merger or consolidation of our business, a sakdlafr substantially all of our assets and amendm&nour partnership agreement that may be
material to holders of our common units. In additiour limited partnership agreement contains siows that enable us to take actions that
would materially and adversely affect all holdef®or common units or a particular class of holdgresommon units upon the majority vote of
all outstanding voting units, and since more thamagority of our voting units are controlled by KKoldings, KKR Holdings has the ability
take actions that could materially and adversdigcathe holders of our common units either as alevbr as a particular class.

The voting rights of holders of our commanits are further restricted by provisions in dorifed partnership agreement stating that at
our common units held by a person that beneficialiyns 20% or more of any class of our common uhig outstanding (other than our
Managing Partner or its affiliates, or a direcsabsequently approved transferee of our Managing&eor its affiliates) cannot be voted on
any matter. Our limited partnership agreement atsdains provisions limiting the ability of the keks of our common units to call meetings,
to acquire information about our operations, anthioence the manner or direction of our managenf@ar limited partnership agreement
does not restrict our Managing Partner's abilityetee actions that may result in our partnershipdaeated as an entity taxable as a
corporation for U.S. federal (and applicable statepme tax purposes. Furthermore, holders of oarmoon units would not be entitled to
dissenters' rights of appraisal under our limitadership agreement or applicable Delaware lathiérevent of a merger or consolidation, a
sale of substantially all of our assets or any iottemsaction or event.

Our limited partnership agreement contains provis®that reduce or eliminate duties (including fidiary duties) of our Managing Partner
and limit remedies available to unitholders for aghs that might otherwise constitute a breach oftgult will be difficult for unitholders to
successfully challenge a resolution of a conflictinterest by our Managing Partner or by its condlis committee

Our limited partnership agreement contgirvisions that require holders of our common utait&/aive or consent to conduct by our
Managing Partner and its affiliates that might ot¥ise raise issues about compliance with fiducthrties or applicable law. For example, our
limited partnership agreement provides that wharManaging Partner is acting in its individual ceipg as opposed to in its capacity as our
Managing Partner, it may act without any fiduciabligations to holders of our common units, whateweWhen our Managing Partner, in its
capacity as our general partner, or our confliotmmittee is permitted to or required to make agleniin its "sole discretion" or "discretion”
that it deems "necessary or appropriate” or "neggsy advisable,” then our
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Managing Partner or the conflicts committee willdygitled to consider only such interests and facés it desires, including its own interests,
and will have no duty or obligation (fiduciary atherwise) to give any consideration to any intecésir factors affecting us or any holder of
our common units and will not be subject to anyedédnt standards imposed by our limited partneragigement, the Delaware Revised
Uniform Limited Partnership Act, which is referremlas the Delaware Limited Partnership Act, or urad®y other law, rule or regulation or in
equity. In addition, when our Managing Partnerdsrey in its individual capacity, as opposed taténcapacity as our Managing Partner, it may
act without any fiduciary obligation to us or ourithholders whatsoever. These standards reducebligations to which our Managing Partner
would otherwise be held. See also "—We are a Detavlimited partnership, and there are provisionsunlimited partnership agreement
regarding exculpation and indemnification of ouiagfrs and directors that differ from the Delaw&eneral Corporation Law (DGCL) in a
manner that may be less protective of the intergstsir common unitholders."

The above modifications of fiduciary dutee expressly permitted by Delaware law. Henceameeholders of our common units will o
have recourse and be able to seek remedies agamstanaging Partner if our Managing Partner breadts obligations pursuant to our
limited partnership agreement. Unless our Managiagner breaches its obligations pursuant to aitdd partnership agreement, we and
holders of our common units will not have any resewagainst our Managing Partner even if our MargaBiartner were to act in a manner that
was inconsistent with traditional fiduciary duti€sirthermore, even if there has been a breacheafiligations set forth in our limited
partnership agreement, our limited partnershipeagent provides that our Managing Partner and fises§ and directors will not be liable to
us or holders of our common units, for errors afgment or for any acts or omissions unless thesebban a final and ncappealable judgme
by a court of competent jurisdiction determiningttbur Managing Partner or its officers and directicted in bad faith or engaged in fraud or
willful misconduct. These provisions are detrimémdathe holders of our common units because tbstrict the remedies available to
unitholders for actions that without such limitatsomight constitute breaches of duty including ¢iduy duties.

Whenever a potential conflict of interesisés between us and our Managing Partner, our BiagaPartner may resolve such conflict of
interest. If our Managing Partner determines ttgatdsolution of the conflict of interest is onrerno less favorable to us than those generally
being provided to or available from unrelated thgedties or is fair and reasonable to us, takihg &Tcount the totality of the relationships
between us and our Managing Partner, then it wilbesumed that in making this determination, oandfjing Partner acted in good faith. A
holder of our common units seeking to challengs tesolution of the conflict of interest would b#ae burden of overcoming such
presumption. This is different from the situatioitwDelaware corporations, where a conflict resoluby an interested party would be
presumed to be unfair and the interested party dvbave the burden of demonstrating that the reisolutas fair.

Also, if our Managing Partner obtains tippmval of the conflicts committee of our ManagmPartner, the resolution will be conclusively
deemed to be fair and reasonable to us and na&azlbby our Managing Partner of any duties it mag to us or holders of our common units.
This is different from the situation with Delawarerporations, where a conflict resolution by a cdttem consisting solely of independent
directors may, in certain circumstances, merelft g burden of demonstrating unfairness to tlaénfiff. If you purchase, receive or otherw
hold a common unit, you will be treated as haviogsented to the provisions set forth in our limipedtnership agreement, including
provisions regarding conflicts of interest situasdhat, in the absence of such provisions, mightdnsidered a breach of fiduciary or other
duties under applicable state law. As a resulthotders will, as a practical matter, not be ableuccessfully challenge an informed decision
by the conflicts committee.
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We have also agreed to indemnify our Mamgdiartner and any of its affiliates and any mempartner, tax matters partner, officer,
director, employee agent, fiduciary or trustee wf partnership, our Managing Partner or any ofaffiliates and certain other specified
persons, to the fullest extent permitted by lavaiast any and all losses, claims, damages, lisdslijoint or several, expenses (including legal
fees and expenses), judgments, fines, penaltiesest, settlements or other amounts incurred byanaging Partner or these other persons.
We have agreed to provide this indemnification sslénere has been a final and non-appealable jutidmgea court of competent jurisdiction
determining that these persons acted in bad faidmgaged in fraud or willful misconduct. We halsoaagreed to provide this indemnification
for criminal proceedings.

Any claims, suits, actions or proceedingsaerning the matters described above or any otlagter arising out of or relating in any way
the limited partnership agreement may only be bnbugthe Court of Chancery of the State of Delaar, if such court does not have subject
matter jurisdiction thereof, any other court in SBtate of Delaware with subject matter jurisdiction

The market price and trading volume of our commonits may be volatile, which could result in rapichd substantial losses for our
common unitholders.

The market price of our common units maighly volatile and could be subject to wide fluations. In addition, the trading volume in
our common units may fluctuate and cause signifipaice variations to occur. If the market priceooff common units declines significantly,
you may be unable to sell your common units attaadive price, if at all. The market price of @ammon units may fluctuate or decli
significantly in the future. Some of the factoratticould negatively affect the price of our comnuaiits or result in fluctuations in the price or
trading volume of our common units include:

. variations in our quarterly operating results atiibutions, which may be substanti

. our policy of taking a long-term perspective on ingknvestment, operational and strategic decisiasch is expected to
result in significant and unpredictable variatiomsur quarterly returns;

. failure to meet analysts' earnings estime

. publication of research reports about us or thesiment management industry or the failure of séesiranalysts to cover our
common units after this offering;

. additions or departures of our principals and ok&r management personn

. adverse market reaction to any indebtedness weimoay or securities we may issue in the future;

. changes in market valuations of similar companies;

. speculation in the press or investment commu

. changes or proposed changes in laws or regulatiodsfering interpretations thereof affecting darsiness or enforcement

these laws and regulations, or announcementsngltdithese matters;

. a lack of liquidity in the trading of our commonits
. adverse publicity about the investment managemmehisitry generally or individual scandals, specifigand
. general market and economic conditions.
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An investment in our common units is not an invesnt in any of our funds, and the assets and revesiwé our funds are not directl
available to us.

Our common units are securities of KKR & CdP. only. While our historical consolidated asaimbined financial information includes
financial information, including assets and reven# certain funds on a consolidated basis, anduture financial information will continue
to consolidate certain of these funds, such assetsevenues are available to the fund and nog &xaept to a limited extent through
management fees, carried interest or other incetmisome, distributions and other proceeds arifimg agreements with funds, as discusst
more detail in this report.

Our common unit price may decline due to the largember of common units eligible for future sale, f@xchange, and issuable pursuant
our equity incentive plan.

The market price of our common units caldgline as a result of sales of a large numbeowfnaon units in the market or the perception
that such sales could occur. These sales, or tha&lplity that these sales may occur, also mighteriamore difficult for us to sell common
units in the future at a time and at a price thatdeem appropriate. We currently have 212,770,08&inton units outstanding, which amount
excludes common units beneficially owned by KKR ¢iogs in the form of KKR Group Partnership Unitsalissed below and common units
available for future issuance under the KKR & Cd? LEquity Incentive Plan, which we refer to as Bquity Incentive Plan.

As of February 28, 2011, KKR Holdings owt¥9,237,329 KKR Group Partnership Units that magkehanged, on a quarterly basis, for
our common units on a one-for-one basis, subjectisbomary conversion rate adjustments for splitgt, distributions and reclassifications.
Except for interests held by our founders and ceitderests held by other executives that weréegespon grant, interests in KKR Holdings
that are held by our principals are subject to timased vesting over a five-year period or perforrearased vesting and, following such
vesting, additional restrictions on exchange fpedod of one or two years. During 2010, 43,932, 668%/iously unvested units in KKR
Holdings vested. The market price of our commonsurduld decline as a result of the exchange opéneeption that an exchange may occur
of a large number of KKR Group Partnership Unitsdor common units. These exchanges, or the ptigsithiat these exchanges may occur,
also might make it more difficult for holders ofrocommon units to sell our common units in the fatat a time and at a price that they deem
appropriate.

In addition, we may issue additional comnuaits pursuant to our Equity Incentive Plan. Tétaltnumber of common units which may be
issued under our Equity Incentive Plan is equiviaileri5% of the number of fully diluted common snitutstanding as of the beginning of the
year. The amount may be increased each year &xthat that we issue additional equity. In additioar limited partnership agreeme
authorizes us to issue an unlimited number of &idit partnership securities and options, righ@rants and appreciation rights relating to
partnership securities for the consideration antherterms and conditions established by our MarggBartner in its sole discretion without
approval of our unitholders, including awards reprging our common units under the Equity Incenilian. In accordance with the Delaware
Limited Partnership Act and the provisions of oartpership agreement, we may also issue additfgarather interests that have designations,
preferences, rights, powers and duties that aferdiit from, and may be senior to, those applicbteur common units.
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Risks Related to Our Organizational Structure

Potential conflicts of interest may arise among oMianaging Partner, our affiliates and us. Our Managg Partner and our affiliates hawvt
limited fiduciary duties to us and the holders oKIR Group Partnership Units, which may permit therm tavor their own interests to our
detriment and that of the holder of KKR Group Pasership Units.

Our Managing Partner, which is our genpeatner, will manage the business and affairs ofomsiness, and will be governed by a board
of directors that is co-chaired by our founderspwlso serve as our Co-Chief Executive Officermflicds of interest may arise among our
Managing Partner and its affiliates, on the onedhand us and our unitholders, on the other hasda fesult of these conflicts, our Managing
Partner may favor its own interests and the interekits affiliates over us and our unitholderbe$e conflicts include, among others, the
following:

. Our Managing Partner determines the amount anagirof the KKR Group Partnership's investments dspasitions,
indebtedness, issuances of additional partnerastrtax liabilities and amounts of reserves, edethich can affect the amot
of cash that is available for distribution to hollef KKR Group Partnership Units;

. Our Managing Partner is allowed to take into actdl@ interests of parties other than us in reagldonflicts of interest, which
has the effect of limiting its duties, includinglficiary duties, to us. For example, our affiliatest serve as the general partners
of our funds have fiduciary and contractual obligra$ to our fund investors, and such obligationy gguse such affiliates to
regularly take actions that might adversely affaat near-term results of operations or cash flow: Kdanaging Partner will
have no obligation to intervene in, or to notifyafssuch actions by such affiliates;

. Because our principals indirectly hold their KKRd@p Partnership Units through entities that aresnbject to corporate
income taxation and we hold some of the KKR Groaprership Units through a wholly owned subsididugt is taxable as a
corporation, conflicts may arise between our ppats and us relating to the selection and strutguoi investments, declaring
distributions and other matters;

. As discussed above, our Managing Partner has tinititdiability and reduced or eliminated its dstiéncluding fiduciary duties
under our partnership agreement, while also restgthe remedies available to holders of KKR Gr&gstnership Units for
actions that, without these limitations, might ditage breaches of duty, including fiduciary dutigsaddition, we have agreec
indemnify our Managing Partner and its affiliateghe fullest extent permitted by law, except wigkpect to conduct involving
bad faith, fraud or willful misconduct;

. Our partnership agreement does not restrict ourdgisug Partner from paying us or our affiliatesdoy 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 andamable to us as determined under our partneagihgement. The conflicts
committee will be responsible for, among other disinenforcing our rights and those of our unithddender certain agreemet
against KKR Holdings and certain of its subsidisuamd designees, a general partner or limited gadirK KR Holdings, or a
person who holds a partnership or equity interestié foregoing entities;

. Our Managing Partner determines how much debt wériand that decision may adversely affect anyitratings we receive;
. Our Managing Partner determines which costs indupseit and its affiliates are reimbursable by
. Other than as set forth in the confidentiality aestrictive covenant agreements, which are agretniertween our principa

and KKR Holdings and which may not be enforcealylei®
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or otherwise waived, modified or amended, affikadé our Managing Partner and existing and forngesgnnel employed by
our Managing Partner are not prohibited from enggdn other businesses or activities, includingsththat might be in direct
competition with us;

. Our Managing Partner controls the enforcement G§ations owed to the KKR Group Partnerships byand our affiliates; and

. Our Managing Partner or our Managing Partner cotsficommittee decides whether to retain separatesed, accountants or
others to perform services for us.

See "Certain Relationships and RelatedyPagnsactions, and Director Independence."

Certain actions by our Managing Partner's board dfrectors require the approval of the Class A sharmf our Managing Partner, all of
which are held by our senior principals.

All of our Managing Partner's outstandingss A shares are held by our senior principal§idigh the affirmative vote of a majority of
the directors of our Managing Partner is requikdainy action to be taken by our Managing Partrierésd of directors, certain specified
actions approved by our Managing Partner's boadirettors will also require the approval of a myoof the Class A shares of our Manag
Partner. These actions consist of the following:

. the entry into a debt financing arrangement bynusn amount in excess of 10% of our existing -term indebtedness (oth
than the entry into certain intercompany debt faiag arrangements);

. the issuance by our partnership or our subsidiafi@ny securities that would (i) represent, adtech issuance, or upon
conversion, exchange or exercise, as the case eyayt keast 5% on a fully diluted, as convertedhexged or exercised basis,
of any class of our or their equity securitiesiriave designations, preferences, rights, piesibr powers that are more
favorable than those of KKR Group Partnership Units

. the adoption by us of a shareholder rights ¢

. the amendment of our limited partnership agreeroettie limited partnership agreements of the KKRuprPartnership:
. the exchange or disposition of all or substantiallyof our assets or the assets of any KKR Groamrership;

. the merger, sale or other combination of the pastrip or any KKR Group Partnership with or into atkier person;

. the transfer, mortgage, pledge, hypothecation antgof a security interest in all or substantialliyof the assets of the KK

Group Partnerships;

. the appointment or removal of a Chief Executivei€if or a Co-Chief Executive Officer of our ManagjiRartner or our
partnership;

. the termination of the employment of any of ouic#fs or the officers of any of our subsidiarieshs termination of th
association of a partner with any of our subsidigrin each case, without cause;

. the liquidation or dissolution of the partnerstopy Managing Partner or any KKR Group Partnersaiy
. the withdrawal, removal or substitution of our Mgimey Partner as our general partner or any persaheageneral partner o

KKR Group Partnership, or the transfer of beneficianership of all or any part of a general partinégrest in our partnership
a KKR Group Partnership to any person other thanadnts wholly owned subsidiaries.
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In addition, holders representing a majority of @lass A shares of our Managing Partner have ttieodty to unilaterally appoint our
Managing Partner's directors and also have théyatilappoint the officers of our Managing Partridessrs. Kravis and Roberts collectively
hold Class A shares representing a majority otaked voting power of the outstanding Class A sha¥hile neither of them acting alone will
be able to control the voting of the Class A shattesy will be able to control the voting of sudtaees if they act together.

Our common unitholders do not elect our Managing Raer or vote on our Managing Partner's directorsnd have limited ability to
influence decisions regarding our business.

Our common unitholders do not elect our kEing Partner or its board of directors and, unifiieeholders of common stock in a
corporation, have only limited voting rights on teas affecting our business and therefore limiteititg to influence decisions regarding our
business. Furthermore, if our common unitholdeesdigsatisfied with the performance of our Manad®agtner, they have no ability to remove
our Managing Partner, with or without cause.

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

Our Managing Partner may transfer its galngairtner interest to a third party in a mergecamsolidation or in a transfer of all or
substantially all of its assets without our congarthe consent of our common unitholders. Furtloeenthe members of our Managing Partner
may sell or transfer all or part of their limitdebility company interests in our Managing Partwé&hout our approval, subject to certain
restrictions. A new general partner may not beinglior able to form new funds and could form futiist have investment objectives and
governing terms that differ materially from thodeoar current funds. A new owner could also hawfi@rent investment philosophy, employ
investment professionals who are less experierm@dnsuccessful in identifying investment oppotiesior have a track record that is not as
successful as our track record. If any of the foieg were to occur, we could experience difficuitymaking new investments, and the value of
our existing investments, our business, our restdiltperations and our financial condition couldtenilly suffer.

We intend to pay periodic distributions to the hels of our common units, but our ability to do scambe limited by our holding company
structure and contractual restrictions

We intend to pay cash distributions on artgrly basis. We are a holding company and havaaterial assets other than the KKR Group
Partnership Units that we hold through wholly-owsedsidiaries and have no independent means ofaéreincome. Accordingly, we
intend to cause the KKR Group Partnerships to noiidteibutions on the KKR Group Partnership Unitgliding KKR Group Partnership
Units that we directly or indirectly hold, in order provide us with sufficient amounts to fund dimitions we may declare. If the KKR Group
Partnerships make such distributions, other holdEkKR Group Partnership Units, including KKR Haids, will be entitled to receive
equivalent distributions pro rata based on theilRK&roup Partnership Units.

The declaration and payment of any futuséributions 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 tess conditions, our strategic plans and
prospects, our business and investment opportandig financial condition and operating resultsnpensation expense, working capital
requirements and anticipated cash needs, conttaestections and obligations (including paymehtigations pursuant to the tax receivable
agreement), legal, tax and regulatory restrictioastrictions or other implications on the paymaidistributions by us to the holders of KKR
Group Partnership Units or by our subsidiariessg@nd such other factors as our Managing Partngrdeem relevant. Under the Delaware
Limited Partnership Act, we may not make a distiliuto a partner if after the distribution all diabilities, other than liabilities to partners on
account of their partnership interests and liabgifor which the recourse of creditors is limited
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specific property of the partnership, would exctreglfair value of our assets. If we were to malkehsan impermissible distribution, any limi
partner who received a distribution and knew atitne of the distribution that the distribution wiasviolation of the Delaware Limited
Partnership Act would be liable to us for the anmtafrthe distribution for three years. Furthermdrg paying cash distributions rather than
investing that cash in our businesses, we riskiglgithe pace of our growth, or not having a suffitiamount of cash to fund our operations,
new investments or unanticipated capital expeneltushould the need arise.

Our ability to characterize such distrilbbut as capital gains or qualified dividend inconey e limited, and you should expect that some
or all of such distributions may be regarded asnamy 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 wesaive in connection with subsequent exchangeswf@mmon units and related
transactions.

We and one or more of our intermediate ingldompanies are required to acquire KKR Grougrieaship Units from time to time
pursuant to our exchange agreement with KKR Holsliffig the extent this occurs, the exchanges arectaqh to result in an increase in one of
our intermediate holding company's share of thebtsis of the tangible and intangible assets of Kk&hagement Holdings L.P., primarily
attributable to a portion of the goodwill inherémbur business, that would not otherwise have lee@ilable. This increase in tax basis may
increase (for tax purposes) depreciation and aratitin and therefore reduce the amount of incometa intermediate holding company
would otherwise be required to pay in the futudeisTincrease in tax basis may also decrease gaingq@ase loss) on future dispositions of
certain capital assets to the extent tax basikosaded to those capital assets.

We are party to a tax receivable agreeméhtKKR Holdings requiring our intermediate holdicompany to pay to KKR Holdings or
transferees of its KKR Group Partnership Units 8#%he amount of cash savings, if any, in U.S. fatjetate and local income tax that the
intermediate holding company actually realizes essalt of this increase in tax basis, as well%% ®&f the amount of any such savings the
intermediate holding company actually realizes essalt of increases in tax basis that arise ddettwe payments under the agreement. A
termination of the agreement or a change of cowwald give rise to similar payments based on taxrgs that we would be deemed to realize
in connection with such events. This payment olitigewill be an obligation of our intermediate hivig company and not of either KKR
Group Partnership. In the event that any of oureniror future subsidiaries become taxable as catipms and acquire KKR Group Partner:
Units in the future, or if we become taxable a®@poration for U.S. federal income tax purposesewgect that each such entity will become
subject to a tax receivable agreement with sulistBnsimilar terms. While the actual increasean basis, as well as the amount and timing of
any payments under this agreement, will vary dependpon a number of factors, including the timofgexchanges, the price of our common
units at the time of the exchange, the extent tlvbuch exchanges are taxable and the amountraimdytof our taxable income, we expect
that as a result of the size of the increasesdnak basis of the tangible and intangible asdetseoKKR Group Partnerships, the payments that
we may be required to make to our existing ownelidoe substantial. The payments under the taxivatde agreement are not conditioned
upon our existing owners' continued ownership ofe may need to incur debt to finance paymentgutite tax receivable agreement to the
extent our cash resources are insufficient to meebbligations under the tax receivable agreerasefat result of timing discrepancies or
otherwise. In particular, our intermediate holdamgnpany's obligations under the tax receivableeagent would be effectively accelerated in
the event of an early termination of the tax reablg agreement by our intermediate holding compuarig the event of certain mergers, asset
sales and other forms of business combinationshar @hanges of control. In these situations,
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our obligations under the tax receivable agreeroeunld have a substantial negative impact on owidity.

Payments under the tax receivable agreewiiriie based upon the tax reporting positions tha Managing Partner will determine. We
are not aware of any issue that would cause thedRBallenge a tax basis increase. However, meitH&® Holdings nor its transferees will
reimburse us for any payments previously made uthdetax receivable agreement if such tax basigease, or the tax benefits we claim
arising from such increase, is successfully chgkeinby the IRS. As a result, in certain circumstanpayments to KKR Holdings or its
transferees under the tax receivable agreemend tauin excess of the intermediate holding compgargsh tax savings. The intermediate
holding company's ability to achieve benefits frany tax basis increase, and the payments to be omalie this agreement, will depend upt
number of factors, as discussed above, includiadithing and amount of our future income.

If we were deemed to be an "investment company" jgabto regulation under the Investment Company Aapplicable restrictions coul
make it impractical for us to continue our business contemplated and could have a material advesect on our business.

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

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

. absent an applicable exemption, it owns or proptisasquire investment securities having a valueeding 40% of the valt
of our total assets (exclusive of U.S. governmentisties and cash items) on an unconsolidated basi

We believe that we are engaged primarilthenbusiness of providing investment managememicgs and not in the business of invesi
reinvesting or trading in securities. We regardselves as an investment management firm and dpropbse to engage primarily in the
business of investing, reinvesting or trading iousties. Accordingly, we do not believe that we an "orthodox" investment company as
defined in Section 3(a)(1)(A) of the Investment Qamy Act and described in the first bullet pointady.

With regard to the provision describedhia second bullet point above, we have no matesidta other than our equity interests in
subsidiaries, which in turn have no material assttter than equity interests, directly or indirgcth the KKR Group Partnerships. Through
these interests, we indirectly are the sole gemmdhers of the KKR Group Partnerships and intdyeare vested with all management and
control over the KKR Group Partnerships. We dobsdieve our equity interests in our subsidiariesiavestment securities, and we believe
that the capital interests of the general partoémur funds in their respective funds are neigegurities nor investment securities.
Accordingly, based on our determination, less #@¥b of the partnership's total assets (exclusivg.8f government securities and cash items)
on an unconsolidated basis are comprised of asdtsould be considered investment securitiethigregard, as a result of the Combination
Transaction, we succeeded to a significant numbivestment securities previously held by KPE aod held by our KKR Group
Partnerships. We monitor these holdings regulariyonfirm our continued compliance with the 40% tesscribed in the second bullet point
above. The need to comply with this 40% test mayseaus to restrict our business and subsidiarigsregpect to the assets in which we can
invest and/or the types of securities we may issekkjnvestment securities, including on unfavéeabrms, acquire assets or businesses that
could change the nature of our business or potbntéke other actions which may be viewed as aslwday the holders of our common units, in
order to ensure conformity with exceptions provitigdand rules and regulations promulgated under|rivestment Company Act.
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The Investment Company Act and the rulesaginder contain detailed parameters for the ozgéinon and operation of investment
companies. Among other things, the Investment Coppet and the rules thereunder limit or prohibétrtsactions with affiliates, impose
limitations on the issuance of debt and equity g8es, generally prohibit the issuance of optiamsl impose certain governance requirements.
We intend to conduct our operations so that wenatlbe deemed to be an investment company undéntlestment Company Act. If anyth
were to happen which would cause the partnershife tdleemed to be an investment company under Westinent Company Act, requireme
imposed by the Investment Company Act, includingjttations on our capital structure, ability to tsaot business with affiliates (including us)
and ability to compensate key employees, could nitelkgractical for us to continue our businessagently conducted, impair the
agreements and arrangements between and amonartherphip, the KKR Group Partnerships and KKR kagd, or any combination there
and materially adversely affect our business, fongrcondition and results of operations. In addifiwe may be required to limit the amount of
investments that we make as a principal, poteptdillest assets acquired in the Combination Traisaor otherwise conduct our business
manner that does not subject it to the registradinth other requirements of the Investment Compasty A

We are a Delaware limited partnership, and theresazertain provisions in our limited partnership agement regarding exculpation and
indemnification of our officers and directors thaiffer from the Delaware General Corporation Law (BCL) in a manner that may be less
protective of the interests of our common unithotde

Our limited partnership agreement provithed to the fullest extent permitted by applicdble our directors or officers will not be liable
to us. However, under the DGCL, a director or @ffizvould be liable to us for (i) breach of dutyl@falty to us or our shareholders,
(i) intentional misconduct or knowing violation§ the law that are not done in good faith, (iii)groper redemption of shares or declaration of
dividend, or (iv) a transaction from which the dit@ derived an improper personal benefit. In addjtour limited partnership agreement
provides that we indemnify our directors and offictor acts or omissions to the fullest extent ped by law. However, under the DGCL, a
corporation can only indemnify directors and offcéor acts or omissions if the director or offieeted in good faith, in a manner he
reasonably believed to be in the best interestseo€orporation, and, in criminal action, if thdicér or director had no reasonable cause to
believe his conduct was unlawful. Accordingly, diorited partnership agreement may be less proteatfthe interests of our common
unitholders, when compared to the DGCL, insofait esdates to the exculpation and indemnificatidroor officers and directors. See also "—
Our limited partnership agreement contains prowmssithat reduce or eliminate duties (including fidug duties) of our limited partner and lir
remedies available for unitholders for actions thaght otherwise constitute a breach of duty. It & difficult for unitholders to successfully
challenge a resolution of a conflict of interestday Managing Partner or by its conflicts committee

Risks Related to U.S. Taxation

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

The value of your investment in us depdndgsart on our being treated as a partnership f&. federal income tax purposes, which
requires that 90% or more of our gross income Yergtaxable year consist of qualifying incomegdagined in Section 7704 of the Internal
Revenue Code, and that our partnership not beteegisunder the Investment Company Act. Qualifyir@pme generally includes dividends,
interest, capital gains from the sale or otherah#ipn of stocks and securities and certain oftiens of investment income. We intend to
structure our investments so as to satisfy theqpainements, including by generally holding invesinsethat generate non-qualifying income
through one or more subsidiaries that are treatemgporations for U.S. federal income tax purposes

62




Table of Contents

Nonetheless, we may not meet these requirementsnataorrectly identify investments that shoulddvened through corporate subsidiari
or current law may change so as to cause, in attyesk events, us to be treated as a corporatidh. & federal income tax purposes or
otherwise subject us to U.S. federal income tax.Hakee not requested, and do not plan to requesling from the IRS, on this or any other
matter affecting us.

If we were treated as a corporation for.JeBeral income tax purposes, we would pay U.&er@, state and local income tax on our
taxable income at the applicable tax rates. Digtiiims to you would generally be taxed again apa@te distributions, and no income, gains,
losses, deductions or credits would otherwise floseugh to you. Because a tax would be imposed wgas a corporation, our distribution:
you would be substantially reduced which could eaauseduction in the value of our common ur

Current law may change, causing us todegéd as a corporation for U.S. federal or statene tax purposes or otherwise subjecting
entity level taxation. See "—Risks Related to OusiBess—The U.S. Congress has considered legiskhii would have (i) in some cases
after a ten-year period, precluded us from qualdyas a partnership or required us to hold caintest through taxable subsidiary
corporations and (ii) taxed certain income and gjainincreased rates. If any similar legislatiomeate be enacted and apply to us, the after tax
income and gain related to our business, as welleamarket price of our units, could be reduc8gfause of widespread state budget deficits,
several states are evaluating ways to subjectgrattips to entity level taxation through the imgtiosi of state income, franchise or other forms
of taxation. If any state were to impose a tax upsias an entity, our distributions to you woulddguced.

You will be subject to U.S. federal income tax aouy share of our taxable income, regardless of wiet you receive any cash distributions,
and may recognize income in excess of cash distitims.

As long as 90% of our gross income for gagiable year constitutes qualifying income asrgefiin Section 7704 of the Internal Revenue
Code and we are not required to register as arsimant company under the Investment Company Aet continuing basis, and assuming
there is no change in law, we will be treated,Jd8. federal income tax purposes, as a partneestdmot as an association or a publicly traded
partnership taxable as a corporation. As a real,S. unitholder will be subject to U.S. fedestiite, local and possibly, in some cases, fot
income taxation on its allocable share of our it@fimcome, gain, loss, deduction and credit (idolg its allocable share of those items of any
entity in which we invest that is treated as ampenghip or is otherwise subject to tax on a flovetigh basis) for each of our taxable years
ending with or within the unitholder's taxable yeaagardless of whether or when such unitholdegives cash distributions. See "—Risks
Related to Our Business—The U.S. Congress hasdaresi legislation that would have (i) in some cagter a ten-year period, precluded us
from qualifying as a partnership or required ubatd carried interest through taxable subsidiampotations and (ii) taxed certain income and
gains at increased rates. If any similar legistati@re to be enacted and apply to us, the afteintanme and gain related to our business, as
well as the market price of our units, could beuczt."

You may not receive cash distributions étmgour allocable share of our net taxable incameven the tax liability that results from that
income. In addition, certain of our holdings, irdilug holdings, if any, in a controlled foreign corption, or a CFC, a passive foreign
investment company, or a PFIC, or entities treatepartnerships for U.S. federal income tax purpasay produce taxable income prior to
receipt of cash relating to such income, and hsldéour common units that are U.S. taxpayers neagefuired to take such income into
account in determining their taxable income. Ingkient of an inadvertent termination of the paghgr status for which the IRS has granted
limited relief, each holder of our common units neeyobligated to make such adjustments as the I&Breguire to maintain our status as a
partnership. Such adjustments may require the r®lfeour common units to recognize additional antsin income during the years in wh
they hold
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such units. In addition, because of our methodslotating income and gain among holders of ourmom units, you may be taxed on
amounts that accrued economically before you be@anmétholder. Consequently, you may recognizelibexancome without receiving any
cash.

Although we expect that distributions wekeaahould be sufficient to cover a holder's takility in any given year that is attributable to
its investment in us, no assurances can be matléhtbavill be the case. We will be under no obliga to make any such distribution and, in
certain circumstances, may not be able to makedatgibutions or will only be able to make distritmns in amounts less than a holder's tax
liability attributable to its investment in us. Awrdingly, each holder should ensure that it haBcent cash flow from other sources to pay all
tax liabilities.

Our interests in certain of our businesses will held through an intermediate holding company, whietill be treated as a corporation for
U.S. federal income tax purposes; such corporatioill be liable for significant taxes and may creat¢her adverse tax consequences, which
could potentially adversely affect the value of ocwmmmon units.

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 an intermedialidiriy company, which will be treated as a corgorafor U.S. federal income tax purposes.
This intermediate holding company will be liable t.S. federal income taxes on all of its taxableime and applicable state, local and other
taxes. These taxes would reduce the amount oflalityns available to be made on our common uhitaddition, these taxes could be
increased if the IRS were to successfully realleckductions or income of the related entities notidg our business.

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

In order for us to be treated as a parhiprf®r U.S. federal income tax purposes and n@reassociation or publicly traded partnership
taxable as a corporation, we must meet the quagifinicome exception discussed above on a contirhasg and we must not be required to
register as an investment company under the Inwgt@ompany Act. In order to effect such treatmeetor our subsidiaries may be required
to invest through foreign or domestic corporatisnbject to corporate income tax, or enter into &itjons, borrowings, financings or other
transactions we may not have otherwise entered into

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

Certain of our investments may be in foneigrporations or may be acquired through a forsigssidiary that would be classified as a
corporation for U.S. federal income tax purposegshSan entity may be PFIC for U.S. federal incomepurposes. In addition, we may hold
certain investments in foreign corporations thattaeated as CFCs. Unitholders may experience se#iS. tax consequences as a result of
holding an indirect interest in a PFIC or CFC. Thas/estments may produce taxable income pridnéaéceipt of cash relating to such
income, and unitholders that are U.S. taxpayernsh&irequired to take such income into accoungitenining their taxable income. In
addition, gain on the sale of a PFIC or CFC mayaliable at ordinary income rates.

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

If you sell your common units, you will @mnize a gain or loss equal to the difference betwbe amount realized and your adjusted tax
basis allocated to those common units. Prior distions to you in excess of the total net taxahd®me allocated to you will have decreased
the tax basis in your common units. Therefore, sxadess distributions will increase your taxableger decrease your
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taxable loss, when the common units are sold andresailt in a taxable gain even if the sale pricless than the original cost. A portion of the
amount realized, whether or not representing gaay, be ordinary income to you.

Unitholders may be allocated taxable gain on thepibsition of certain assets, even if they did nioae in the economic appreciation
inherent in such assets.

We and our intermediate holding company beél allocated taxable gains and losses recogtiyéde KKR Group Partnerships based
upon our percentage ownership in each KKR GroumBeship. Our share of such taxable gains and dagseerally will be allocated pro rata
to our unitholders. In some circumstances, undetts. federal income tax rules affecting part@ed partnerships, the taxable gain or loss
allocated to a unitholder may not correspond tt tini¢holder's share of the economic appreciatiotdepreciation in the particular asset. Th
primarily an issue of the timing of the paymentadf, rather than a net increase in tax liabilitgc&use the gain or loss allocation would
generally be expected to be offset as a unithadkt units.

Non-U.S. persons face unique U.S. tax issues from avgndour common units that may result in adverse teonsequences to them.

We expect that we will be engaged in a tr&le or business for U.S. federal income tax ggep, including by reason of investments in
U.S. real property holding corporations and natraburce assets, such as oil and gas propertiegiich case some portion of its income
would be treated as effectively connected inconth véspect to non-U.S. holders, or ECI. To themxb@r income is treated as ECI, non-U.S.
unitholders generally would be subject to withhotgtax on their allocable share of such income,ldvbe required to file a U.S. federal
income tax return for such year reporting theio@dble share of income effectively connected witthstrade or business and any other income
treated as ECI, and would be subject to U.S. fédecame tax at regular U.S. tax rates on any sncbme (state and local income taxes and
filings may also apply in that event). Non-U.S.tholders that are corporations may also be subpeat30% branch profits tax on their actual
or deemed distributions of such income. In addijtdistributions to non-U.S. unitholders that arteilatitable to the sale of a U.S. real property
interest may also be subject to 30% withholding fdgo, nond.S. unitholders may be subject to 30% withholddmgallocations of our incon
that are U.S. source fixed or determinable annupkdodic income under the Internal Revenue Cadigss an exemption from or a reduced
rate of such withholding applies and certain tatust information is provided.

Tax-exempt entities face unique tax issues from dgmgncommon units that may result in adverse tax a@guences to them.

Generally, a tax-exempt partner of a pasimg would be treated as earning unrelated busiteesble income, or UBT], if the partnership
regularly engages in a trade or business thatridated to the exempt function of the tax-exemptrga, if the partnership derives income from
debt-financed property or if the partner interéself is debt-financed. As a result of incurringjaisition indebtedness we will derive income
that constitutes UBTI. Consequently, a holder ohown units that is a tax-exempt organization viliély be subject to unrelated business
income tax to the extent that its allocable shémuoincome consists of UBTI. In addition, a taxeept investor may be subject to unrelated
business income tax on a sale of their common .units

We cannot match transferors and transferees of coomunits, and we will therefore adopt certain inc@ntax accounting conventions that
may not conform with all aspects of applicable teequirements. The IRS may challenge this treatmentich could adversely affect the
value of our common units.

Because we cannot match transferors andfesgees of common units, we will adopt deprecmtamortization and other tax accounting
positions that may not conform with all aspectgxikting
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Treasury regulations. A successful IRS challengédse positions could adversely affect the amotitdax benefits available to our
unitholders. It also could affect the timing of $ketax benefits or the amount of gain on the sat@mmon units and could have a negative
impact on the value of our common units or resultudits of and adjustments to our unitholdersréarns.

In addition, our taxable income and loss#isbe determined and apportioned among invesisisg conventions we regard as consistent
with applicable law. As a result, if you transferyy common units, you may be allocated income,,dags and deduction realized by us after
the date of transfer. Similarly, a transferee mawlbocated income, gain, loss and deduction redliz/ us prior to the date of the transferee's
acquisition of our common units. A transferee misp &ear the cost of withholding tax imposed wéhkpect to income allocated to a transferor
through a reduction in the cash distributed tottaesferee.

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

We will be considered to have been terngiddor U.S. federal income tax purposes if thei@sale or exchange of 50% or more of the
total interests in our capital and profits withidZzmonth period. A termination of our partnersiipuld, among other things, result in the
closing of our taxable year for all unitholders.

Holders of our common units may be subject to stated local taxes and return filing requirements asresult of owning such units

In addition to U.S. federal income taxedders of our common units may be subject to ottvees, including state and local taxes,
unincorporated business taxes and estate, inhegiamnintangible taxes that are imposed by theouarjurisdictions in which we do business or
own property now or in the future, even if the levklof our common units do not reside in any oféhjirisdictions. Holders of our common
units may be required to file state and local inedax returns and pay state and local income taxgesme or all of these jurisdictions. Further,
holders of our common units may be subject to pizsafor failure to comply with those requiremeritss the responsibility of each unitholder
to file all U.S. federal, state and local tax regithat may be required of such unitholder. Ounselihas not rendered an opinion on the ste
local tax consequences of owning our units.

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

As a publicly traded partnership, our ofiataresults, including distributions of incomeyidiends, gains, losses or deductions, and
adjustments to carrying basis, will be reportedsehedule K-1 and distributed to each unitholdealip. It may require longer than 90 days
after the end of our fiscal year to obtain the isitgiinformation from all lower-tier entities shat K-1s may be prepared for the unitholders.
For this reason, holders of common units who a thxpayers should anticipate the need to filaialywith the IRS (and certain states) a
request for an extension past April 15 or the atfise applicable due date of their income tax refarrthe taxable year.
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ITEM 1B. UNRESOLVED STAFF COMMENTS
None.

ITEM 2. PROPERTIES

Our principal executive offices are locaiteteased office space at 9 West 57th Street, Mew, New York. We also lease the space for
our other offices. We do not own any real propeie consider these facilities to be suitable arehadte for the management and operations
of our business.

ITEM 3. LEGAL PROCEEDINGS

From time to time, KKR is involved in vau® legal proceedings, lawsuits and claims incideatthe conduct of KKR's business. KKR's
business is also subject to extensive regulatidtnclwmay result in regulatory proceedings against i

In August 1999, KKR and certain of its @nt and former personnel were named as defendaatsaction brought in the Circuit Court of
Jefferson County, Alabama, or the Alabama StatertCalleging breach of fiduciary duty and conspyrée connection with the acquisition of
Bruno's, Inc. ("Bruno's"), one of KKR's former goito companies, in 1995. The action was removeithéoU.S. Bankruptcy Court for the
Northern District of Alabama. In April 2000, theroplaint in this action was amended to further aldat KKR and others violated state |
by fraudulently misrepresenting the financial cdiodi of Bruno's in an August 1995 subordinated satering relating to the acquisition and
in Bruno's subsequent periodic financial disclosuhe January 2001, the action was transferrelledJtS. District Court for the Northern
District of Alabama. In August 2009, the action weasisolidated with a similar action brought agathstunderwriters of the August 1995
subordinated notes offering, which is pending betbe Alabama State Court. The plaintiffs are sggkbmpensatory and punitive damage
an unspecified amount to be proven at trial, fesés they allegedly suffered in connection witlrtherchase of the subordinated notes. In
September 2009, KKR and the other named defendamied to dismiss the action. In April 2010, the l¥dena State Court granted in part and
denied in part the motion to dismiss. As suggebiethe Alabama State Court, KKR has filed a patiseeking an immediate appeal of certain
rulings made by the Alabama State Court when degnyie motion to dismiss. In June and July 2010 Atla@ama Supreme Court ordered the
parties to brief KKR's petition and the petitioledl by another defendant seeking an immediate &ppeartain rulings made by the Alabama
State Court. Briefing on both petitions has beemgeted, and both petitions are under consideral&R believes that this action is without
merit and intends to defend it vigorously.

In 2005, KKR and certain of its current dadmer personnel were named as defendants in mowetidated shareholder derivative actions
in the Court of Chancery of the State of Delawafating to PRIMEDIA Inc. ("PRIMEDIA"), one of itsgtfolio companies. These actions
claim that the board of directors of PRIMEDIA brked its fiduciary duty of loyalty in connection withe redemption of certain shares of
preferred stock in 2004 and 2005. The plaintifigHar allege that KKR benefited from these redeamstiof preferred stock at the expense of
PRIMEDIA and that KKR usurped a corporate oppottiunf PRIMEDIA in 2002 by purchasing shares ofjiteferred stock at a discount on
the open market while causing PRIMEDIA to refraionfi doing the same. In February 2008, the spdtigation committee formed by the
board of directors of PRIMEDIA, following a reviest¥ plaintiffs' claims, filed a motion to dismissetlactions. In March 2010, plaintiffs filed
amended complaint, including additional allegationacerning purchases of PRIMEDIA's preferred siock002. Plaintiffs seek unspecified
damages on behalf of PRIMEDIA and an award of atgs' fees and costs. On June 16, 2010, the Vieacdefior of the Court of Chancery of
the State of Delaware entered an order dismisdiradpams asserted against the defendants. On1kyl010,
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the plaintiffs filed a notice of appeal with thegBeme Court of Delaware. Briefing on the appeallieen completed, and oral argument is
scheduled to be held before the Supreme Court l@ee on March 23, 2011. KKR believes that thigoacis without merit and intends to
defend it vigorously.

In December 2007, KKR, along with 15 othdwate equity firms and investment banks, were eduas defendants in a purported class
action complaint filed in the United States Didt@ourt for the District of Massachusetts by shaléérs in certain public companies acquired
by private equity firms since 2003. In August 20B&R, along with 16 other private equity firms aimdestment banks, were named as
defendants in a purported consolidated amended ald®on complaint. The suit alleges that from @03 defendants have violated antitrust
laws by allegedly conspiring to rig bids, resttioe supply of private equity financing, fix the qgas for target companies at artificially low
levels, and divide up an alleged market for privetaity services for leveraged buyouts. The amerdetplaint seeks injunctive relief on
behalf of all persons who sold securities to anthefdefendants in leveraged buyout transactiodspacifically challenges nine transactions.
The first stage of discovery concluded on or al#¥qril 15, 2010. On August 18, 2010, the court geanplaintiffs' motion to proceed to a
second stage of discovery in part and deniedptitt. Specifically, the court granted a secondestegliscovery as to eight additional
transactions but denied a second stage of discagety any transactions beyond the additional eipétified transactions. On October 7, 2!
the plaintiffs filed under seal a fourth amendethptaint that includes new factual allegations conitgy the additional eight transactions and
the original nine transactions. The fourth amenetadplaint also includes eight purported suisses of plaintiffs seeking unspecified mone
damages and/or restitution with respect to eighheforiginal nine challenged transactions and separate claims against two of the original
nine challenged transactions. On January 13, 28&lcourt granted a motion filed by KKR and certaiiher defendants to dismiss all claims
alleged by a putative damages sub-class in corumewiith the acquisition of PanAmSat Corp. and safgaclaims for relief related to the
PanAmSat transaction. The second phase of discpegmjitted by the court is ongoing. KKR believeattthis action is without merit and
intends to defend it vigorously.

KKR, along with two other private equityrfis (collectively the "Sponsors"), is a defendanpurported shareholder class actions arising
out of the proposed acquisition of Del Monte FoGadsnpany ("Del Monte") by Blue Acquisition Groupgclrand Blue Merger Sub Inc., entit
controlled by private equity funds affiliated witthe Sponsors (the "Acquisition Entities"). The cdanmts generally allege, among other things,
that the Del Monte directors breached their fidoc@uties to Del Monte stockholders by agreeingdlh Del Monte at an unfair price and
through an unfair process and by filing an allegedhterially misleading and incomplete proxy stagetmThe complaints also generally allege
that the Sponsors, the Acquisition Entities and @ehte aided and abetted the directors’ breachBdufiary duties. The complaints all seek
injunctive relief, rescission of the merger agreatndamages and attorneys' fees. The various campfded in the Delaware Chancery Court
were consolidated on December 31, 2010, underapgon In re Del Monte Foods Company Shareholdérgdtion, No. 6027-VCL. On
February 14, 2011, the Delaware Chancery Couregsuruling which, among other things, found onghaeiminary record before the court
that the plaintiff had demonstrated a reasonakégiiood of success on the merits of its aiding abeltting claim against the Sponsors,
including KKR. The ruling enjoined defendants frpnoceeding with the Del Monte stockholder vote vresly scheduled for February 15,
2011, for twenty days and preliminarily enjoinedtam deal protection provisions of the merger agrent pending the stockholder vote. On
February 18, 2011, an amended complaint was filétle Delaware action. The amended complaint asskaims for: (i) breach of fiduciary
duty against the Del Monte directors, (ii) aidimglaabetting the directors' breaches of fiduciary dgainst the Sponsors, the Acquisition
Entities, and Barclays Capital, Inc. ("Barclaystjich served as a financial advisor to Del Montednnection with the proposed acquisition,
(i) breach of contract against the Sponsors ragisiom a confidentiality agreement between therSpes and Del Monte, and (iv) tortuous
interference with contract against Barclays arigiogn the aforementioned confidentiality agreemsstiveen the Sponsors and
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Del Monte. Similar shareholder actions are pendigainst the Del Monte directors, Sponsors andePitquisition Entities in California
Superior Court and the United States District Cémrthe Northern District of California. There Hasen limited activity in these California
cases to date. KKR is still evaluating these Detaveend California actions and expects to defenachthigorously. On March 4, 2011, KKR
received a request from the SEC for informatiorarding issues relating to the Del Monte transactid¢R is cooperating with the SEC's
inquiry.

In August 2008, KFN, the members of KFNbattl of directors and certain of its former exaatifficers, including certain of KKR's
current and former personnel, were named in aipetatass action complaint filed by the Charter Tiship of Clinton Police and Fire
Retirement System in the United States Districtr€tar the Southern District of New York (the "CharLitigation™). In March 2009, the lead
plaintiff fled an amended complaint, which deletexidefendants the members of KFN's board of direeind named as individual defendants
only KFN's former chief executive officer, KFN'srfoer chief operating officer, and KFN's former dHirancial officer (the "KFN Individual
Defendants," and, together with KFN, "KFN DefenddnThe amended complaint alleges that KFN's A7 registration statement and
prospectus and the financial statements incorpithirein contained material omissions in violatdrSection 11 of the Securities Act of
1933, as amended (the "Securities Act"), regarthiegisks and potential losses associated with K@l estateelated assets, KFN's ability
finance its real estate-related assets, and thguadg of KFN's loss reserves for its real estateted assets (the "alleged Section 11 violation™).
The amended complaint further alleges that, putsteaBection 15 of the Securities Act, the KFN indual Defendants have legal
responsibility for the alleged Section 11 violatidine amended complaint seeks judgment in favéimefead plaintiff and the putative class
unspecified damages allegedly sustained as a fahieé KFN Defendants' alleged misconduct, costsexpenses incurred by the lead plail
in the action, rescission or a rescissory measidamages, and equitable or injunctive relief. prin2009, the KFN Defendants filed a moti
to dismiss the amended complaint for failure tdeséaclaim under the Securities Act. In Novembek@®@he court granted the defendants'
motion and dismissed the case with prejudice. Bitsitime to take an appeal has run, and the fjouelgt is now final.

In August 2008, the members of KFN's basrdirectors and its executive officers (the "Kaiz Individual Defendants") were named in
a shareholder derivative action brought by Rayméhdostecka, a purported shareholder, in the Sap&wurt of California, County of San
Francisco (the "California Derivative Action"). KRMas named as a nominal defendant. The complatheiCalifornia Derivative Action
asserts claims against the Kostecka Individual Dadats for breaches of fiduciary duty, abuse otrabngross mismanagement, waste of
corporate assets, and unjust enrichment in cororewatith the conduct at issue in the Charter Lifiyatincluding the filing of the April 2007
Registration Statement with alleged material misgtents and omissions. The complaint seeks judgméator of KFN for unspecified
damages allegedly sustained as a result of theekkstindividual Defendants' alleged misconductisand disbursements incurred by plair
in the action, equitable and/or injunctive reliefstitution, and an order directing KFN to refotsiéorporate governance and internal
procedures to prevent a recurrence of the allegedomduct. By order dated January 8, 2009, thet@pproved the parties' stipulation to stay
the proceedings in the California Derivative Actiamtil the Charter Litigation is dismissed on thegulings or KFN files an answer to the
Charter Litigation. In November 2010, the courtndiissed the Charter Litigation with prejudice andttiudgment is final. The plaintiff in the
California Derivative Action subsequently agreeavithdraw his complaint, and a stipulated ordendssing the California Derivative Action
was entered on February 14, 2011.

In March 2009, the members of KFN's bodrdigectors and certain of its executive officettse("Haley Individual Defendants") were
named in a shareholder derivative action brough®dmyl B. Haley, a purported shareholder, in thaddhbtates District Court for the Southern
District of New

69




Table of Contents

York (the "New York Derivative Action"). KFN was n&ed as a nominal defendant. The complaint in the& Merk Derivative Action asserts
claims against the Haley Individual Defendantskfi@aches of fiduciary duty, breaches of the dutfubfdisclosure, and for contribution in
connection with the conduct at issue in the Chauitégation, including the filing of the April 2007egistration statement with alleged material
misstatements and omissions. The complaint seelgsrjant in favor of KFN for unspecified damagesgdidly sustained as a result of the
Haley Individual Defendants' alleged misconduatealaration that the Haley Individual Defendantslgble to KFN under Section 11 of the
Securities Act, costs and disbursements incurrepldintiff in the action, and an order directing ko reform its corporate governance and
internal procedures to prevent a recurrence oélleged misconduct. By order dated June 18, 20@9Cburt approved the parties' stipulation
to stay the proceedings in the New York Derivathation until the Charter Litigation is dismissed the pleadings or KFN files an answer to
the Charter Litigation. In November 2010, the calisinissed the Charter Litigation with prejudiceldhat judgment is final. The plaintiff in
the New York Derivative Action subsequently agréaaithdraw his complaint, and a stipulated ordsmissing the New York Derivative
Action was entered on February 4, 2011.

In September 2006 and March 2009, KKR rexrequests for certain documents and other irdtiom from the Antitrust Division of the
U.S. Department of Justice ("DOJ") in connectiothwhe DOJ's investigation of private equity firtosdetermine whether they have engaged
in conduct prohibited by United States antitrustdakKKR is fully cooperating with the DOJ's invegttion.

In December 2009, KKR's subsidiary KKR Adganagement LLC (formerly known as Kohlberg KraRisberts & Co. (Fixed
Income) LLC) received a request from the SEC féorimation in connection with its examination of teén investment advisers in order to
review trading procedures and valuation practioethé collateral pools of structured credit produdthe SEC also requested information
regarding the surrender by KFN for cancellatiorthait consideration, of certain notes that had besred to KFN by collateral pools of
structured credit products. KKR cooperated with$ieC's examination, which is now completed.

In January 2011, KKR received a requeshftbe SEC for information regarding its investans @lients that are sovereign wealth funds
and certain services provided by KKR. KKR is cogpigig with the SEC's investigation.

Moreover, in the ordinary course of busink&R is subject to regulatory examinations or stigations and also is and can be both the
defendant and the plaintiff in numerous action\wétspect to acquisitions, bankruptcy, insolvenuy ether types of proceedings. Such
lawsuits may involve claims that adversely afféet value of certain investments owned by KKR's fund

No loss contingency has been recordedyrpaniod presented in the financial statementsabrse such losses are either not probable or
reasonably estimable (or both) at the present tBneh matters are subject to many uncertaintiegtaidultimate outcomes are not predicte
with assurance. Consequently, management is ut@bkgimate a range of potential loss, if any,tegldo these matters. At this time,
management has not concluded whether the finalutéso of any of these matters will have a matesidverse effect upon the financial
statements.

ITEM 4. (REMOVED AND RESERVED)
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PART I

ITEM5. MARKET FOR REGISTRANT'S COMMON EQUITY, R ELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES.

Our common units representing limited parinterests are traded on the New York Stock Exghg"NYSE") under the symbol "KKR."
Our common units began trading on the NYSE on 16ly2010.

The following table sets forth the high dow intra-day sales prices per unit of our commuaits, for the periods indicated, as reported by
the NYSE.

Sales Price
2010 High Low
First Quartel N/A N/A
Second Quarte N/A N/A
Third Quartel $ 11.0¢ $ 8.64
Fourth Quarte $ 1481 $ 10.4(

The number of holders of record of our canmnits as of February 28, 2011 was four. Thissdu# include the number of unitholders
that hold shares in "street-name" through banksaker-dealers.

Distribution Policy

On September 8, 2010, we paid a distrilutib$0.08 per common unit to record holders of k@m units at the close of business on
August 24, 2010 and on November 26, 2010, we pdidtebution of $0.15 per common unit to recorddsos of common units at the close of
business on November 12, 2010. We have declaredrébdtion of $0.29 payable on March 21, 2011dcardholders of common units at the
close of business on March 7, 2011.

We intend to make quarterly cash distritmsiin amounts that in the aggregate are expesteahistitute substantially all of the cash
earnings of our investment management businessyeachn excess of amounts determined by our Mawgagartner to be necessary or
appropriate to provide for the conduct of our bass) to make appropriate investments in our busiaed our investment funds and to comply
with applicable law and any of our debt instrumeststher agreements. We do not intend to disteilgatins on principal investments, other
than certain additional distributions that KKR ndgtermine to make. These additional distributideny, are intended to cover certain tax
liabilities, as calculated by KKR. When KKR & Co.R. receives distributions from the KKR Group Parships (the holding companies of the
KKR business), KKR Holdings receives its pro ratare of such distributions from the KKR Group Parships. For the purposes of our
distribution policy, our distributions are expectectonsist of an amount consisting of (i) FRBE, ¢arry distributions received from our
investment funds which have not been allocatedaasqgb our carry pool, and (iii) certain tax diswtions, if any. This amount is expected to be
reduced by (i) corporate and applicable local takeany, (ii) noncontrolling interests, and (iiijreounts determined by our Managing Partner to
be necessary or appropriate for the conduct obasimess and other matters as discussed above.

Our distribution policy reflects our belidgfat distributing substantially all of the cashreags of our investment management business
provide transparency for holders of our commonsuaitd impose on us an investment discipline witpeet to the businesses and strategies
that we pursue.

Because we make our investment in our legsithrough a holding company structure and thicajpte holding companies do not own
any material cash-generating assets other thandinect
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and indirect holdings in KKR Group Partnership Wnitistributions are expected to be funded in ¢ilewing manner:

. First, the KKR Group Partnerships will make distitions to holders of KKR Group Partnership Unitsliiding the holding
companies through which we invest, in proportiothiir percentage interests in the KKR Group Pastrips;

. Second, the holding companies through which weshwdll distribute to us the amount of any disttibas that they receive
from the KKR Group Partnerships, after deducting applicable taxes, and

. Third, we will distribute to holders of our unitset amount of any distributions that we receive fiaum holding companies
through which we invest.

The partnership agreements of the KKR Gieagnerships provide for cash distributions, whdoh referred to as tax distributions, to the
partners of such partnerships if our Managing Rartietermines that the taxable income of the reliepartnership will give rise to taxable
income for its partners. We expect that the KKRupr&artnerships will make tax distributions onhthie extent distributions from such
partnerships for the relevant year were otherwisefficient to cover such tax liabilities. Geneyathese tax distributions are expected to be
computed based on an estimate of the net taxatenia of the relevant partnership allocable to sneamultiplied by an assumed tax rate
equal to the highest effective marginal combinefl.Wederal, state and local income tax rate presdrfor an individual or corporate resider
New York, New York (taking into account the r-deductibility of certain expenses and the charawteur income). A portion of any such tax
distributions received by us, net of amounts useduy subsidiaries to pay their tax liability, ispected to be distributed by us. Such amounts
are generally expected to be sufficient to perm8.Urolders of KKR Group Partnership Units to fuhelir estimated U.S. tax obligations
(including any federal, state and local income $eth respect to their distributive shares ofinebme or gain, after taking into account any
withholding tax imposed on us. There can be norasse that, for any particular holder, such disiitns will be sufficient to pay such holdt
actual U.S. or non-U.S. tax liability.

The declaration and payment of any distiins are subject to the discretion of the boardigctors of our Managing Partner and the
terms of our limited partnership agreement. Tharelme no assurance that distributions will be nzdimtended or at all or that such
distributions will be sufficient to pay any partiauKKR & Co. L.P. unitholder's actual U.S. or nghS. tax liability. In particular, the amount
and timing of distributions will depend upon a nwenbf factors, including, among others, our avddaiash and current and anticipated cash
needs, including funding of investment commitmeartd debt service and future debt repayment obtigatigeneral economic and business
conditions; our strategic plans and prospectsyesults of operations and financial condition; capital requirements; legal, contractual and
regulatory restrictions on the payment of distritmi$ by us or our subsidiaries, including restoieti contained in our debt agreements, and
other factors as the board of directors of our M@mg Partner considers relevant. We are not cugreastricted by any contract from making
distributions to our unitholders, although certafrour subsidiaries are bound by credit agreematscontain certain restricted payment ar
other covenants, which may have the effect of imgithe amount of distributions that we receivearfrour subsidiaries. See "Management's
Discussion and Analysis of Financial Condition &ebults of Operations—Liquidity—Sources of Cash"adidition, under Section 17-607 of
the Delaware Limited Partnership Act, we will net permitted to make a distribution if, after givieffect to the distribution, our liabilities
would exceed the fair value of our assets.

Prior to the Transactions, we made caghildigions to our principals when we received dfigant distributions from our funds. In
addition, we made cash distributions to our sepiorcipals annually in connection with the incoreegived by our management companies.
These distributions were not
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made pursuant to any agreement. Prior to the Tc#éinga, for the fiscal year ended December 31, 26@9made cash distributions of
$211.1 million to our principals.

Common Unit Repurchases in the Fourth Quarter of 200

No purchases of our common units were nigdes or on our behalf in the fourth quarter of year ended December 31, 2010. During
fourth quarter of 2010, 7,867,865 KKR Group Parghgr Units were exchanged by KKR Holdings and aingipals for an equal number of
our common units, resulting in an increase in aunership of the KKR Group Partnerships and a cpoeding decrease in the ownership of
the KKR Group Partnerships by KKR Holdings.
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ITEM 6. SELECTED FINANCIAL DATA

The following tables set forth our seledtéstorical consolidated and combined financiahd@tas of and for the years ended
December 31, 2006, 2007, 2008, 2009 and 2010. \Weedethe selected historical consolidated and dostbfinancial data as of
December 31, 2010 and 2009 and for the years emdogmber 31, 2010, 2009 and 2008 from the auditedolidated and combined financ
statements included elsewhere in this report. Wizel the selected historical combined data asexfdinber 31, 2006, 2007 and 2008 and for
the years ended December 31, 2006 and 2007 froraumlited combined financial statements which aténwbuded in this report. You should
read the following data together with "ManagemeDt&ussion and Analysis of Financial Condition &wekbults of Operations" and our
consolidated and combined financial statementsalated notes included elsewhere in this report.

Year Ended December 31,(1)

2006 2007 2008 2009 2010
Statement of Operations
Data:
Fees $ 410,32¢ $ 862,26 $§ 23518. $ 331,27. $ 435,38t
Less: Total Expense 267,46t 440,91( 418,38t 1,195,71 1,762,66:
Total Investment Income
(Loss) 4,000,92: 1,991,78: (12,865,23)  7,753,80! 9,179,10:
Income (Loss) Befor
Taxes 4,143,78! 2,413,13! (13,048,44) 6,889,36! 7,851,83
Income Taxe: 4,162 12,06¢ 6,78¢ 36,99¢ 75,36(
Net Income (Loss 4,139,62: 2,401,07. (13,055,23) 6,852,37. 7,776,47.
Less: Net Income (Loss
Attributable to
Noncontrolling
Interests in

Consolidated Entitie 3,039,67 1,598,311 (11,850,76) 6,119,38: 6,544,01
Less: Net Income (Loss

Attributable to

Noncontrolling

Interests Held by KKF

Holdings — — — (116,699 899,27°
Net Income (Loss

Attributable to

KKR & Co. L.P.(2) $ 1,099,94! $ 802,76« $ (1,204,47) $ 849,68! $ 333,17¢

Statement of Financial
Condition Data (period

end):
Total Asset: $23,292,78 $32,842,79 $ 22,441,003 $30,221,11 $38,391,15
Total Liabilities $ 1,281,920 $ 2,575,631 $ 2,590,67. $ 2,859,631 $ 2,391,11!

Noncontrolling Interests i
Consolidated Entitie $20,318,44' $28,749,81 $ 19,698,47 $23,275,27 $30,327,16
Noncontrolling Interest

Held by KKR Holdings $ — 3 — $ — $ 3,072,36/ $ 4,346,38:
Total KKR & Co. L.P.
Partners' Capital(? $ 1,692,421 $ 1,517,341 $ 151,87¢ $ 1,013,84' $ 1,326,49

@ The financial information reported for periods prio October 1, 2009 does not give effect to then$actions.

(2 Subsequent to the Transactions, net income (ldsg&)uaable to KKR & Co. L.P. reflects only thosmaunts that are
allocable to KKR & Co. L.P.'s interest in our Comé&d Business. Net income (loss) that is allocableur principals'
interest in our Combined Business is reflectedanincome (loss) attributable to noncontrollingeirtsts held by KKR
Holdings.

3) Total KKR & Co. L.P. partners' capital reflects ptihe portion of equity attributable to KKR & Co.R. (representing
KKR & Co. L.P.'s 31.15% interest in our CombinedsBiess as of December 31, 2010) and differs frormees' capital
reported on a segment basis primarily as a re§tiiteoexclusion of the following items from our segnt presentation:
(i) the impact of income taxes; (ii) charges reigtio the amortization of intangible assets; (ith-cash equity based
charges; and (iv) allocations of equity to KKR Halgs. KKR Holdings' 68.85% interest in our Combirigsiness as of
December 31, 2010 is reflected as noncontrollingrasts held by KKR Holdings and is not includedoital
KKR & Co. L.P. partners' capite
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ITEM7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis stidag read in conjunction with the consolidated emuhbined financial statements of
KKR & Co. L.P., together with its consolidated sigdiaries, and the related notes included elsewinetteis report. The historical consolidated
and combined financial data discussed below reflget historical results and financial positiorKéfR. In addition, this discussion and
analysis contains forward looking statements amdlires numerous risks and uncertainties, includimgge described under "Cautionary Note
Regarding Forward Looking Statements" and "Riskdétac’ Actual results may differ materially fromotbe contained in any forward looking
statements.

Overview

Led by Henry Kravis and George Robertsanea leading global investment firm with $61.0idil in AUM as of December 31, 2010 ¢
a 34-year history of leadership, innovation ancestment excellence. When our founders startedionrifi 1976, they established the
principles that guide our business approach todajyding a patient and disciplined investment ss; the alignment of our interests with
those of our investors, portfolio companies aneépttakeholders; and a focus on attracting woddsctalent.

Our business offers a broad range of iTueat management services to our investors andges\dapital markets services to our firm,
portfolio companies and our clients. Throughout lustory, we have consistently been a leader ipthate equity industry, having completed
more than 185 private equity investments with altoansaction value in excess of $435 billiontdoent years, we have grown our firm by
expanding our geographical presence and buildisgnesses in new areas, such as fixed income, tamt&ets, infrastructure and natural
resources. Our new efforts build on our core ppales and industry expertise, allowing us to levertige intellectual capital and synergies in
our businesses, and to capitalize on a broadeerahte opportunities we source. Additionally, ageve increased our focus on servicing our
existing investors and have invested meaningfullg@veloping relationships with new investors.

We conduct our business through 14 offae$our continents, providing us with a pre-eminglobal platform for sourcing transactions,
raising capital and carrying out capital marketévétes. We have grown our AUM significantly, fro#15.1 billion as of December 31, 200¢
$61.0 billion as of December 31, 2010, represerdgisgmpounded annual growth rate of 26.1%. Our trdwas been driven by value that we
have created through our operationally focusedstment approach, the expansion of our existingnassies, our entry into new lines of
business, innovation in the products that we dffeestors, an increased focus on providing tailareldtions to our clients and the integration
of capital markets distribution activities.

As a global investment firm, we earn mamaget, monitoring, transaction and incentive feegpfoviding investment management,
monitoring and other services to our funds, vekicleanaged accounts, specialty finance companpafblio companies, and we generate
transaction-specific income from capital markessgsactions. We earn additional investment incomm finvesting our own capital alongside
that of our investors and from the carried intevestreceive from our funds and certain of our otheestment vehicles. A carried interest
entitles the sponsor of a fund to a specified paege of investment gains that are generated omhpiairty capital that is invested.

We seek to consistently generate attradtivestment returns by employing world-class pegfukowing a patient and disciplined
investment approach and driving growth and valeation in the assets we manage. Our investmenstiawe deep industry knowledge and
are supported by a substantial and diversifiedtabpase, an integrated global investment platfah@ expertise of operating consultants and
senior advisors and a worldwide network of busimetgionships that provide a significant sourcénekstment opportunities, specialized
knowledge during due diligence and substantialuesss for creating and realizing value for stakdbrd. We believe that these
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aspects of our business will help us continue fraad and grow our business and deliver strong tmess performance in a variety of
economic and financial conditions.

Business Segments
Private Markets

Through our Private Markets segment, weagarand sponsor a group of private equity fundscaridvestment vehicles that invest
capital for long-term appreciation, either throwgimtrolling ownership of a company or strategic onity positions. These investment funds
and co-investment vehicles are managed by KohlKeagis Roberts & Co. L.P., a registered investrahtiser. We also manage investments
in infrastructure and in natural resources.

Public Markets

Through our Public Markets segment, we rgarespecialty finance company, a number of investrfunds, structured finance vehicles
and separately managed accounts that invest capltquid credit strategies, such as leverageddaand high yield bonds, and less liquid ci
products such as mezzanine debt and special sitigativestments. These funds, vehicles and accammtmanaged by KKR Asset
Management LLC (which we refer to as "KAM"), an SEgistered investment adviser. We intend to cometito grow this business by
leveraging our global investment platform, expeceshinvestment professionals and the ability tqpaidar investment strategies to different
market conditions to capitalize on investment opjdties that may arise at every level of the atructure and across market cycles.

Capital Markets and Principal Activities

Our Capital Markets and Principal Activitisegment combines the assets we acquired in tidiGation Transaction with our global
capital markets business. Our capital markets legsisupports our firm, our portfolio companies andclients by providing tailored capital
markets advice and developing and implementing tratitional and non-traditional capital solutidios investments and companies seeking
financing. Our capital markets services includemaging debt and equity financing for transactiguiacing and underwriting securities
offerings, structuring new investment products praliding capital markets services. To allow usdory out these activities, we are registered
or authorized to carry out certain broker-deal¢ivdies in various countries in North America, Bpe and Asia.

The assets that we acquired in the Comibimdiransaction, which include investments in otvate equity funds and co-investments in
certain portfolio companies of such funds, providevith a significant source of capital to furtiggow and expand our business, increase our
participation in our existing portfolio of businessand further align our interests with those afinuestors and other stakeholders. We believe
that the market experience and skills of professi®dim our capital markets business and the invesstxpertise of professionals in our Private
Markets and Public Markets segments will allowaisdntinue to grow and diversify this asset base time.

Business Environment

As a global investment firm, we are affeldty financial and economic conditions in the Udiftates, Europe, Asia and elsewhere in the
world. Global equity markets have a substantiaafbn our financial condition and results of opierss, as equity prices significantly impact
the valuation of our portfolio companies and, tfiene the investment income that we recognize.dewmprivate equity investments that are
publicly listed and thus have readily observablekagprices, global equity markets have a direqdot on valuation. For other private equity
investments, these markets have an indirect ingragaluation as we typically utilize a market mpikis valuation approach as one of the
methodologies to ascertain fair value. In additibe, receptivity of equity markets to initial pubbfferings, or IPOs, as well as subsequent
equity offerings by companies already public, intpamur ability to realize investment gains. DurB@L0, we completed IPOs of three portft
companies: NXP
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Semiconductors N.V. (Nasdaq: NXPI), China Moderiirpeloldings Ltd. (HKG: 1117), and TDC (OMX: TDC).

Global equity markets carried positive matoen from the third quarter of 2010 through the ehthe year. Against a stronger, yet still
mixed economic backdrop, equity prices ralliedasst corporate earnings and improving investotisemt outweighed concerns over
lingering weak economic indicators such as unempkgayt and housing prices.

The S&P 500 gained 10.8% in the fourth tpraand finished 2010 up 15.1% for the full yealolial equity markets were similarly strong,
with the MSCI World Index up 9.1% and 12.3% for fharth quarter and full year 2010, respectiveljebelow investment grade credit
markets also performed well, with the S&P/LSTA Leaged Loan index increasing 3.2% and 10.1% fofdheth quarter and full year 2010,
respectively, and the BofA Merrill Lynch High YieMaster Il Index increasing 3.1% and 15.2% overstame periods.

Conditions in global credit markets alseda substantial effect on our financial conditéomd results of operations. We rely on the ability
of our funds to obtain committed debt financingfavorable terms in order to complete new privatgitygransactions. Similarly, our portfolio
companies regularly require access to the glolealicmarkets in order to obtain financing for theerations and to refinance or extend the
maturities of their outstanding indebtedness. Foaktent that conditions in the credit markets ezrsdich financing difficult to obtain or more
expensive, this may negatively impact the opergtieiormance of those portfolio companies and efoee, our investment returns on our
funds. In addition, during economic downturns origmts of slow economic growth, the inability toirefnce or extend the maturities of
portfolio company debt (and thereby extend our stwent holding period) can be significant to outigtto realize investment gains from
these portfolio companies when economic conditionwove.

Our Public Markets segment manages a nuofifends and other accounts that invest capital wariety of credit products, including
leveraged loans, high yield bonds and mezzanine Asta result, conditions in global credit markie¢ése a direct impact on both the
performance of these investments as well as thityaioi make additional investments on favorablerte in the future.

In addition, our Capital Markets and PrpatiActivities segment generates fees through ietyaof activities in connection with the
issuance and placement of equity and debt secuatid credit facilities, with the size of fees gaig correlated to overall transaction sizes
a result, the conditions in global equity and dretrkets impacts both the frequency and sizeexf éenerated by this segment.

Finally, conditions in commodity marketsymmpact the performance of our portfolio companiea variety of ways, including through
direct or indirect impact on the cost of the inpuged in their operations as well as the pricing) profitability of the products or services that
they sell.

Reorganization and Combination Transactions

Prior to October 1, 2009, KKR's business wanducted through multiple entities for whichréhevas no single holding entity, but were
under common control of senior KKR principals ("#erPrincipals”), and in which Senior PrincipalslatKR's other principals and
individuals held ownership interests (collectivelye "Predecessor Owners").

In order to facilitate the Combination Tsantion, KKR completed the Reorganization Transeastipursuant to which KKR's business
reorganized under two partnerships, KKR Managerhi@hdings L.P. and KKR Fund Holdings L.P., which amdlectively referred to as the
"KKR Group Partnerships." The reorganization inwala contribution of certain equity interests inlKK businesses that were held by KKR's
Predecessor Owners to the KKR Group Partnershipgdhange for 100% of the interests in the KKR @rBartnerships.

On October 1, 2009, KKR & Co. L.P. and KR&mpleted the Combination Transaction to comkthieeitvestment management business
of KKR with the assets and liabilities of KPE. T@embination Transaction involved the contributidrath of KPE's assets and liabilities to the
KKR
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Group Partnerships in exchange for a 30% interedteé KKR Group Partnerships. Upon completion ef @ombination Transaction, KPE
changed its name to KKR & Co. (Guernsey) L.P. aad waded publicly on Euronext Amsterdam undestimbol "KKR" until the NYSE
listing on July 15, 2010. We refer to the Reorgation Transaction and Combination Transaction togreas the "Transactions.”

Immediately following the Transactions, KK&Ruernsey held a 30% economic interest in the KKBU@ Partnerships through Group
Holdings and our principals retained a 70% econdmerest in the KKR Group Partnerships through KKH&dings.

U.S. Listing

On July 15, 2010, KKR & Co. L.P. becaméelison the New York Stock Exchange ("NYSE"). In gection with the NYSE listing, KKR
Guernsey contributed its 30% interest held thro@gbup Holdings to KKR & Co. L.P. in exchange for BE-listed common units of
KKR & Co. L.P. and distributed those common unithiolders of KKR Guernsey units (referred to heegads the "In-Kind Distribution™).
Because the assets of KKR Guernsey consisted sufldly interests in Group Holdings, the In-KindsBibution resulted in the dissolution of
KKR Guernsey and the delisting of its units fronr@ext Amsterdam. As of July 15, 2010, KKR & CoPLboth indirectly controlled the
KKR Group Partnerships and indirectly held KKR GudRartnership units representing at that time a 86&momic interest in KKR's business.
The remaining 70% of the KKR Group Partnershipsmiere held by KKR's principals through KKR Holdingubsequent to the NYSE
listing, KKR Holdings and our principals exchangegortion of their interests in the KKR Group Parships for common units, and as of
December 31, 2010, KKR & Co. L.P. owned 31.15%hef KKR Group Partnership units and our principaimed 68.85% through KKR
Holdings. From time to time, the percentage owniprshthe KKR Group Partnerships may continue tarde as KKR Holdings and/or KKR's
principals exchange KKR Group Partnership Units&iR & Co. L.P. common units.

Basis of Financial Presentation

The consolidated and combined financiakst@nts include the accounts of our managementapithl markets companies, the general
partners of certain unconsolidated co-investmehicles and the general partners of our privatetgguid fixed income funds and their
respective consolidated funds, where applicableofA3ecember 31, 2010, our private markets seginehtded eight consolidated investment
funds and ten unconsolidated co-investment vehi€@es public markets segment included five consaéd investment funds and six
unconsolidated vehicles comprised of three investrfunds, two separately managed accounts andpetdadty finance company.

In accordance with accounting principleseyally accepted in the United States of Ameri€@XAP"), a substantial number of our funds
are consolidated notwithstanding the fact that wle lonly a minority economic interest in those faniihe majority of our consolidated funds
consist of those funds in which we hold a geneaainer or managing member interest that gives bistantive controlling rights over such
funds. With respect to our consolidated funds, eegally have operational discretion and contr@rdiie funds and investors do not hold any
substantive rights that would enable them to imgiaetfunds' ongoing governance and operating &etivi

When a fund is consolidated, we reflectdbsets, liabilities, fees, expenses, investmeotire and cash flows of the consolidated fund on
a gross basis. The majority of the economic interisthe consolidated fund, which are held bydiparty investors, are reflected as
noncontrolling interests. While the consolidatidraaconsolidated fund does not have an effect erathounts of net income attributable to
KKR or KKR's partners' capital that KKR reportse ttonsolidation does significantly impact the ficiahstatement presentation. This is due to
the fact that the assets, liabilities, fees, expemsd investment income of the consolidated fanelseflected on a gross basis while the
allocable share of those amounts that are atttiibeita noncontrolling interests are reflected aglei line items. The single line items in which
the assets, liabilities, fees, expenses and invegtincome attributable to noncontrolling interests recorded are presented as noncontrolling
interests in
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consolidated entities on the statements of findaiadition and net income attributable to noncolitrg interests in consolidated entities on
the statements of operations.

Historically, the noncontrolling interestdributable to the ownership of KPE's investmeartmership, KKR PEI Investments, L.P., by
KPE were included in our financial statements. Ehasncontrolling interests were removed from tharicial statements on October 1, 2009,
because these interests were contributed to KKRemransactions. Subsequent to the TransactiddR, kolds 100% of the economic and
controlling interests in KPE's investment partngrsiitherefore, we continue to consolidate KPE'&tment partnership and its economic
interests are no longer reflected as noncontrolhiterests as of the date of the Transactions.

Key Financial Measures
Fees

Fees consist primarily of (i) monitoringdaimansaction fees from providing advisory and o@vices to our portfolio companies,
(i) management and incentive fees from providimgestment management services to unconsolidatets fanspecialty finance company,
structured finance vehicles, and separately managealints, and (iii) fees from capital markets\atitis. These fees are based on the
contractual terms of the governing agreements.bStsuntial portion of monitoring and transactionsfearned in connection with managing
portfolio companies are shared with fund investors.

Fees reported in our consolidated and coetbfinancial statements do not include the managéfiees that we earn from consolidated
funds, because those fees are eliminated in calagimin. However, because those management feesiared from, and funded by, third-party
investors who hold noncontrolling interests in toasolidated funds, net income attributable to KKRcreased by the amount of the
management fees that are eliminated in consolidatiocordingly, while the consolidation of fundspacts the amount of fees that are
recognized in our financial statements, it doesafiigict the ultimate amount of net income attriblego KKR or KKR's partners' capital.

Expenses
Employee Compensation and Benefits Exp

Employee compensation and benefits expectgdes salaries, bonuses, equity based compensatd profit sharing plans as described
below.

Prior to October 1, 2009, our employee cengation and benefits expense has consisted osbhiseées and bonuses paid to employees
who were not our Senior Principals. Payments madeit Senior Principals included partner distribng that were paid to our Senior
Principals and accounted for as capital distrimgitather than employee compensation and bengfiense. Accordingly, we did not record
any employee compensation and benefits charggmfonents made to our Senior Principals for perjds to the completion of the
Transactions.

Following the completion of the Transactipall of our Senior Principals and other persomeetive a base salary that is paid by us and
accounted for as employee compensation and beegfiense. Our employees are also eligible to readiscretionary cash bonuses based on
performance, our overall profitability and otherttees. While cash bonuses paid to most employeefiaded by us and result in customary
employee compensation and benefits charges, camlsés that are paid to certain of our most serd@msgnnel are funded by KKR Holdings
with distributions that it receives on its KKR GmRartnership Units. Any distributions receiveddi§R Holdings in excess of amounts that
principals are otherwise entitled to through tiveisted interests in KKR Holdings are reflectedompensation expense in the statement of
operations. KKR Holdings has also funded all ofeleity and equity based awards that have beeitegtém our employees to date.
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In connection with and subsequent to tren$actions, our principals and other employeesvedequity and equity based awards in K
Holdings. The awards were granted in connectioh thie Transactions and were issued in exchangatirests that our Predecessor Owners
contributed to our holding companies as part offttensactions as well as to promote broad ownexshiur firm among our personnel and
further align their interests with those of ouréstors. We believe that grants to our principats @her employees, which include vested and
unvested interests in the KKR Group Partnershipssige an additional means for allowing us to irtegre, motivate and retain qualified
professionals that will help us continue to grow business over the long-term.

While we do not bear the economic coste@ated with the equity and equity based grantsKiklR Holdings has made to our personnel
or the cash bonuses that it pays to any of oucjéhs with distributions received on its KKR GroBprtnership Units, we are required to
recognize employee compensation and benefits egpeitls respect to a significant portion of thesens. Because these amounts are fund
KKR Holdings and not by us, these expenses represemncash charges for us and do not impact otrilelisable earnings.

We recognize non-cash charges relatingjtityeand equity based grants that are funded bR Ktoldings based on the grant-date fair
value of the award. Awards that do not requiresthiesfaction of future service or performance datévested awards) are expensed
immediately. Awards that require the satisfactibfuture service or performance criteria are expensver the relevant service period, adju
for the lack of distribution participation and estited forfeitures of awards not expected to vest.8kpect to record additional non-cash
charges in future periods as and when interek¥«iR Holdings vest and when new equity is granted.

In addition, we are permitted to allocat®tr principals, other professionals and seleothdr individuals a portion of the carried interest
that we earn from our current and future funds phavide for carried interest payments. As and wiheestment income is recognized with
respect to this carried interest, we record a epording amount of employee compensation and lisrefpense.

General, Administrative and Other Expense

General, administrative and other expessists primarily of professional fees paid to legdvisors, accountants, advisors and
consultants, insurance costs, travel and relatpdreses, communications and information servicgwedétion and amortization charges and
other general and operating expenses.

In addition, interests in KKR Holdings wegeanted to our operating consultants in conneatith and subsequent to the Transactions.
The vesting of these interests gives rise to périgeneral, administrative and other expense irstaments of operations. General,
administrative and other expense recognized ondiedaunits is calculated based on the fair valuenahterest in KKR Holdings (determined
using the closing price of KKR's common units) aelereporting date and subsequently adjusted éactkual fair value of the award at each
vesting date. Accordingly, the measured value e$¢hinterests will not be finalized until each irestlate. Additionally, the calculation of the
compensation expense considers estimated forfsitfrawards not expected to vest.

While we do not bear the economic coste@ated with the equity and equity based grantsKikR Holdings has made to our operating
consultants, we are required to recognize genadahinistrative and other expense with respectdigrificant portion of these items. Because
these amounts are funded by KKR Holdings and natdythese expenses represent non-cash chargesdad do not impact our distributable
earnings.

General, administrative and other expess®t borne by fund investors and is not offsetiggits attributable to fund investors'
noncontrolling interests in consolidated funds.
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Fund Expense

Fund expenses consist primarily of costsitired in connection with pursuing potential inveshts that do not result in completed
transactions (such as travel expenses, profesdisembnd research costs) and other costs assbwiditeadministering our private equity
funds. A substantial portion of fund expenses amaé by fund investors.

Investment Income (Loss
Net Gains (Losses) from Investment Activi

Net gains (losses) from investment actgittonsist of realized gains and losses and ureeadjains and losses arising from our
investment activities. The majority of our net ga{fosses) from investment activities are relatedur private equity investments. Fluctuations
in net gains (losses) from investment activitiesMeen reporting periods is driven primarily by cbas in the fair value of our investment
portfolio as well as the realization of investmefitse fair value of, as well as the ability to rgnze gains from, our private equity investments
is significantly impacted by the global equity mets which, in turn, affects the net gains (losées) investment activities recognized in any
given period. Upon the disposition of an investmengviously recognized unrealized gains and loaseseversed and an offsetting realized
gain or loss is recognized in the current periadc&our investments are carried at fair valuestflations between periods could be significant
due to changes to the inputs to our valuation m®oer time. For a further discussion of our falue measurements and fair value of
investments, see "—Critical Accounting Policies—Ré&lue of Investments."

Dividend Income

Dividend income consists primarily of distrtions that private equity funds receive fromtfaio companies in which they invest. Private
equity funds recognize dividend income primarilycomnection with (i) dispositions of operationspgmyrtfolio companies, (ii) distributions of
excess cash generated from operations from partfolinpanies and (iii) other significant refinancgngdertaken by portfolio companies.

Interest Income

Interest income consists primarily of ietgtrthat is received on our cash balances, prihagsets and fixed income instruments in which
consolidated funds invest.

Interest Expens

Interest expense is incurred from creditlities entered into by KKR, Senior Notes issugdkiKR, and debt outstanding at our
consolidated funds entered into with the objectifzenhancing returns, which are not direct obligasi of the general partners of our private
equity funds or management companies. In additdhése interest costs, we capitalize debt financosts incurred in connection with new
debt arrangements. Such costs are amortized iteest expense using either the interest methdueostraight-line method, as appropriate.

Income Taxe

Prior to the completion of the Transactiome operated as a partnership for U.S. federalnrectax purposes and mainly as a corporate
entity in nony.S. jurisdictions. As a result, income was notjgabto U.S. federal and state income taxes. Histlly, the tax liability related 1
income earned by us represented obligations oponcipals and has not been reflected in the hitsdbfinancial statements. Income taxes
shown on the statements of operations prior tdlta@sactions are attributable to the New York @ityncorporated business tax and other
income taxes on certain entities located in non-ju$sdictions.
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Following the Transactions, the KKR GrowgrtRerships and certain of their subsidiaries larginued to operate in the United States as
partnerships for U.S. federal income tax purposelsas corporate entities in non-U.S. jurisdictiohscordingly, these entities, in some cases,
continue to be subject to New York City unincorgedabusiness taxes, or non-U.S. income taxes. Henyvexe hold our interest in one of the
KKR Group Partnerships through KKR Management HadiCorp., which is treated as a corporation f&. federal income tax purposes,
certain other wholly owned subsidiaries of the K&Roup Partnerships are treated as corporationd.®rfederal income tax purposes.
Accordingly, such wholly owned subsidiaries of KKiRgluding KKR Management Holdings Corp., and tHeRKGroup Partnerships, are
subject to federal, state and local corporate irectares at the entity level and the related taxipian attributable to KKR's share of this
income is reflected in the financial statements.

Subsequent to the Transactions, we uskathiéty method to account for income taxes in @atance with GAAP. Under this method,
deferred tax assets and liabilities are recogni@aethe expected future tax consequences of diffegs between the carrying amounts of assets
and liabilities and their respective tax basis gginrrently enacted tax rates. The effect on defeassets and liabilities of a change in tax rates
is recognized in income in the period when the gears enacted. Deferred tax assets are reduceddyation allowance when it is more
likely than not that some portion or all the deéertax assets will not be realized.

Tax laws are complex and subject to diff€ieterpretations by the taxpayer and respectoxegimental taxing authorities. Significant
judgment is required in determining tax expenseiarelaluating tax positions including evaluatingcartainties. We review our tax positic
quarterly and adjust our tax balances as new irdtion becomes available.

Net Income (Loss) Attributable to Noncontrolling terests

Net income (loss) attributable to noncoltitrg interests represents the ownership interbststhird parties hold in entities that are
consolidated in the financial statements. The aldde share of income and expense attributableosetinterests is accounted for as net income
(loss) attributable to noncontrolling interestsstdrically, the amount of net income (loss) atttitille to noncontrolling interests has been
substantial and has resulted in significant chaagpescredits in the statements of operations. Edpogs prior to the Transactions,
noncontrolling interests consisted primarily of:

. noncontrolling interests that third party investbedd in consolidated funds;
. noncontrolling interests attributable to the owhgof KPE's investment partnership by KPE's urdbcs;
. a noncontrolling interest that allocated to a thgedty an aggregate of approximately 2% of the tggniour capital market

business; and

. noncontrolling interests that allocated 35% oftleéincome (loss) generated by the manager of vblidPMarkets segment 1
certain of its principals on an annual basis thioitay 30, 2008.

On May 30, 2008, we acquired all outstagdioncontrolling interests of KKR Asset Managemdnt, the manager of our Public
Markets segment, and now own 100% of this businassonnection with the Transactions, we acquilédwstanding noncontrolling interests
in KPE's investment partnership, which is a whollyned subsidiary of KKR.

For periods subsequent to the completiah@fTransactions, noncontrolling interests include

. noncontrolling interests that third party investbad in consolidated fund
. a noncontrolling interest that allocates to a tipiadty approximately of approximately 2% of the iggin our capital markets
business;
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. noncontrolling interests that allocate to a formencipal and such person's designees an aggrefja®é of the carried interest
received by general partners of our funds and 1#uobther profits until a future date;

. noncontrolling interests that allocate to certdimar former principals and their designees a partf the carried interest
received by the general partners of the privatétgfunds with respect to private equity investngemtade during such former
principals' tenure with us;

. noncontrolling interests that allocate to certdiowr current and former principals all of the d¢apinvested by or on behalf of
the general partners of the private equity fundereethe completion of the Transactions and anyrnstthereon; and

. noncontrolling interests representing the KKR Gr&gstnership Units that KKR Holdings holds in thEkR Group Partnership
which interests were allocated on October 1, 201KKR Holdings representing 70% of the equity ie ®KR Group
Partnerships at that time.

Assets Under Management ("AUM"

AUM represents the assets from which KKRrisitled to receive fees or carried interest agdegal partner capital. The AUM reported
prior to the date of consummation of the Transaetieflected the NAV of KPE and its commitment®tw investment funds. Subsequent to
the Transactions, the NAV of KPE and its commitrsdotour investment funds are excluded from owrutation of AUM. KKR calculates the
amount of AUM as of any date as the sum of: (i)fdievalue of the investments of KKR's investm&mtds plus uncalled capital commitments
from these funds; (i) the fair value of investreeint KKR's co-investment vehicles; (iii) the nesesvalue of certain of KKR's fixed income
products; and (iv) the value of outstanding strredfinance vehicles. You should note that KKRIswation of AUM may differ from the
calculations of other investment managers and,rasudt, its measurements of AUM may not be compare similar measures presented by
other investment managers. KKR's definition of Alulvhot based on any definition of AUM that is sati in the agreements governing the
investment funds, vehicles or accounts that it rgasa

Fee Paying Assets Under Management ("FPAUM")

FPAUM represents only those assets undeagement from which KKR receives fees. FPAUM regabrior to the Transactions
reflected the NAV of KPE. Subsequent to the Tratisas, the NAV of KPE is excluded from our calcidatof FPAUM, because these assets
are now owned by us and are no longer managediaiftof a third-party investor. FPAUM is the sumatif of the individual fee bases that are
used to calculate KKR's fees and differs from AlUiMthie following respects: (i) assets from which KK&es not receive a fee are excluded
(i.e., assets with respect to which it receivey @akried interest); and (ii) certain assets, prilyén its private equity funds, are reflected bds
on capital commitments and invested capital as sggdo fair value because fees are not impactethéyges in the fair value of underlying
investments. You should note that KKR's calculabbRrPAUM may differ from the calculations of otHavestment managers and, as a result,
its measurements of FPAUM may not be comparabdémdar measures presented by other investment geaeakKKR's definition of FPAUM
is not based on any definition of FPAUM that isfeeth in the agreements governing the investmend$, vehicles or accounts that it mane

Segment Result

We present the results of our reportabknass segments in accordance with FASB Accour@tagdards Codification Section 280,
Segment Reporting. This guidance is based on ageament approach, which requires segment presemtagised on internal organization and
the internal financial reporting used by managenemake operating decisions, assess performantealktate resources. All inter segment
transactions are eliminated in the segment preemta
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Our management makes operating decisiesgsaes performance and allocates resources bafirdnwial and operating data and
measures that are presented without giving eftetlie¢ consolidation of any of the funds that we aggm In addition, there are other
components of our reportable segment results iffat fom the equivalent GAAP results on a condated basis. These differences are
described below. We believe such adjustments aemimgful because management makes operating desiaial assesses the performance of
our business based on financial and operating osedrid data that are presented without the comsimidof any funds.

Segment Operating and Performance Measu
Fee Related Earninc

Fee related earnings ("FRE") is compriskesegment operating revenues, less segment opgetpenses. The components of FRE on a
segment basis differ from the equivalent GAAP ante@m a combined basis as a result of: (i) theusioh of management fees earned from
consolidated funds that were eliminated in conswiah; (i) the exclusion of expenses of consokdiafunds; (iii) the exclusion of charges
relating to the amortization of intangible assétg;the exclusion of charges relating to carry lpaltiocations; (v) the exclusion of non-cash
equity charges and other non-cash compensatiogehaorne by KKR Holdings; (vi) the exclusion ofteén reimbursable expenses and
(vii) the exclusion of certain non-recurring items.

Investment Income (Los

Investment income is composed of net cdiinéerest and other investment income (loss).i€auinterests entitle the general partner o
private equity funds to a greater allocable shatbefund's earnings from investments relativéh capital contributed by the general partner
and correspondingly reduces third party invessirare of those earnings. Carried interests areedamn realized and unrealized gains (losses)
on fund investments as well as dividends receiwedus funds. Amounts earned pursuant to carriegr@sts are included in investment income
to the extent that cumulative investment returna given fund are positive. If these investmenines decrease or turn negative in subsequent
periods, recognized carried interests will be reduand reflected as investment losses. Gross dantierest is reduced for carry pool
allocations and refunds of management fees paysdale the recognition of carried interest.

Allocations to our carry pool represent @pimately 40% of carried interest earned in fuadd vehicles eligible to receive carry
distributions to be allocated to our principalsspény allocation of carried interest to our otherspnnel as part of our profit sharing plan. No
carry pool allocations are recorded in funds artdaoles that are in either a clawback position aetloss sharing position and therefore carry
pool allocations may not always equal 40% of gazssied interest. Prior to October 1, 2009, allmre to our carry pool consisted only of
allocations to our employee profit sharing program.

Certain of our investment funds require tha refund up to 20% of any cash management faeeed from limited partners in the event
that the funds recognize a carried interest. Ahgime as the fund recognizes a carried intereahiamount sufficient to cover 20% of the
management fees earned or a portion thereof, danierest is reduced, not to exceed 20% of managefaes earned.

Other investment income (loss) is compriskrkalized and unrealized gains (losses) andldids on capital invested by the general
partners of our funds and by us, as well as inténesme and interest expense.

Economic Net Incom

Economic net income ("ENI") is a measurgmaffitability for KKR's reportable segments ana@nprised of: (i) FRE; plus (ii) segment
investment income, which is reduced for carry mlmcations and management fee refunds; less@itain economic interests in KKR's
segments held by third parties. ENI differs frontineome on a U.S. GAAP basis as a result ofh@)éxclusion of the items
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referred to in FRE above; (ii) the exclusion oféstment income relating to noncontrolling intergatsl (iii) the exclusion of income taxes.
Committed Dollars Invested

Committed dollars invested is the aggregateunt of capital commitments that have been iegelsy our investment funds and carry-
yielding cc-investment vehicles during a given period. Sucloamts include: (i) capital invested by fund investand convestors with respe:
to which we are entitled to a carried interest @aapital invested by us.

Uncalled Commitments

Uncalled commitments represents unfund@itadlecommitments that KKR's investment funds aadypaying co-investment vehicles
have received from partners to contribute capitdlihd future investments.

Consolidated and Combined Results of Operations

The following is a discussion of our condated and combined results of operations for #ery ended December 31, 2010, 2009 and
2008. You should read this discussion in conjumctigth the consolidated and combined financialestants and related notes included
elsewhere in this filing. For a more detailed disian of the factors that affected the resultspafrations of our three business segments in
these periods, see "—Segment Analysis."

The following tables set forth informaticegarding our results of operations for the yeaded December 31, 2010, 2009 and 2008.

Years Ended December 31,
2010 2009 2008
($ in thousands)

Revenues
Feec $ 43538t $ 331,27: $ 235,18:
Expenses
Employee Compensation and Bene 1,344,45! 838,07 149,18
Occupancy and Related Char 39,69: 38,01z 30,43(
General, Administrative and Oth 311,14° 264,39¢ 179,67:
Fund Expense 67,36¢ 55,22¢ 59,10
Total Expenses 1,762,66: 1,195,71 418,38¢
Investment Income (Loss!
Net Gains (Losses) from Investment Activit 7,755,091 7,505,00! (12,944,72)
Dividend Income 1,250,29: 186,32 75,44:
Interest Income 226,82 142,11° 129,60:
Interest Expens (53,099 (79,639 (125,56.)
Total Investment Income (LosS, 9,179,10: 7,753,80: (12,865,23)
Income (Loss) Before Taxe 7,851,83. 6,889,36! (13,048,44)
Income Taxes 75,36( 36,99¢ 6,78¢
Net Income (loss; 7,776,47. 6,852,37. (13,055,23)
Less: Net Income (loss) Attributable to Nonconirmj!
Interests in Consolidated Entiti 6,544,01 6,119,38. (11,850,76)
Less: Net Income (Loss) Attributable to
Noncontrolling Interests in KKR Holdings L.F 899,27 (116,69¢) —
Net Income (Loss) Attributable to KKR & Co.
L.P. $ 333,17¢ $ 849,68" $ (1,204,47)
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Year ended December 31, 2010 compared to year ebdegmber 31, 2009
Fees

Fees were $435.4 million for the year endedember 31, 2010, an increase of $104.1 milbor31.4%, from the year ended
December 31, 2009. The increase was primarily dantincrease in fees relating to underwriting déyation, and other capital markets
services of $71.2 million driven by an increas¢hia number of capital markets transactions dutiegperiod. In addition, there was a
$57.4 million increase in gross transaction feegireed from transaction fee-generating investmenfticting an increase in the number of
transaction fee-generating investments during greg. Incentive fees from KFN increased $34.4ioiillas a result of KFN's financial
performance exceeding certain required benchmarksach of the four quarters during the year emdecember 31, 2010. KFN only earnec
incentive fee in one quarter during the year eridedember 31, 2009. Partially offsetting these iases was a decrease in monitoring fees of
$55.2 million, primarily due to $72.2 million inds received during the year ended December 31, 20hg to the termination of monitoril
agreements in connection with the IPOs of two ptidfcompanies, Dollar General Corporation and Avdgchnologies Limited and partially
offset by a $16.1 million increase in reimbursabtpenses. These types of termination payments e@y @ the future; however, they are
infrequent in nature and are generally correlat&h imitial public offering activity in our privatequity portfolio.

Expense:

Expenses were $1.8 billion for the yeareshBecember 31, 2010, an increase of $0.6 bilbod,7.4%, from the year ended December 31,
2009. The increase was primarily due to an incr@asen-cash equity based charges of $261.8 millissociated with the issuance of interests
in KKR Holdings to our principals, other employea®l operating consultants as well as increasdwinltocations to our carry pool of
$278.7 million. The increase in allocations to oarry pool was due to (i) a higher level of groagied interest recognized in 2010 and (ii) the
allocation of a portion of carried interest to @arry pool for the full year in 2010 versus onlyeayquarter in 2009. Allocations to the carry pool
were not made prior to the Transactions on Oct&b2009. For the year ended December 31, 2010 fterss resulted in charges recorded in
employee compensation and benefits relating tacjrats and other personnel amounting to $1.1 hbijlend charges recorded in general,
administrative, and other expense relating to dpgya&onsultants amounting to $143.7 million. Irdéidn, other employee compensation and
benefits expense, comprised primarily of salarfesiacentive compensation, increased $29.7 millism result of the hiring of additional
personnel and the continued expansion of our bssé® and transaction related expenses increafeldifiillion as a result of a higher level of
unconsummated transactions during the period. @figehese increases was a decrease related toeparring charges of $34.8 million
associated with the closing of the Transactiorthénprior period.

Net Gains (Losses) from Investment Activi

Net gains from investment activities weveS$billion for the year ended December 31, 20hGnarease of $0.3 billion, or 3.3%, from the
year ended December 31, 2009. The following isnansary of net gains (losses) from investment adisi

Year Ended December 31

2010 2009
($ in thousands)
Private Equity Investmen $ 7,511,341 $ 7,375,94
Other Net Gains (Losses) from Investment Activi 243,75( 129,05¢
Net Gains (Losses) from Investment Activit $ 7,755,091 $ 7,505,00!
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The majority of our net gains (losses) frimwvestment activities relate to our private eqpitytfolio. The following is a summary of the
components of net gains (losses) from investmentities for Private Equity Investments which iltustes the significant variances from the
prior period. See "—Segment Analysis—Private Maglk&tgment"” for further information regarding sigr@nt gains and losses in our private
equity portfolio.

Year Ended December 31,

2010 2009
($ in thousands)

Realized Gain $ 247458 $ 299,72
Unrealized Losses from Sales of Investments andiZzaéian of

Gains(a) (2,484,87) (482,299
Realized Losse (122,87¢) (473,269
Unrealized Gains from Sales of Investments andiraain of

Losses(b 157,87: 479,61
Unrealized Gains from Changes in Fair Va 10,010,083 9,696,21.
Unrealized Losses from Changes in Fair Vi (2,523,40) (2,144,03)
Net Gains (Losses) from Investment Activi—Private Equity

Investment: $ 751134 $ 7,37594

(@  Amounts represent the reversal of previously retzeghunrealized gains in connection with realizagwents where sut
gains become realized.

(b) Amounts represent the reversal of previously rezzeghunrealized losses in connection with realaragvents where
such losses become realiz

Dividend Income

Dividend income was $1.3 billion for theayeended December 31, 2010, an increase of $lidnbiiompared to dividend income of
$186.3 million for the year ended December 31, 2@%ging the year ended December 31, 2010, wevede$1.2 billion of dividends from
two portfolio companies and an aggregate of $42l&m of comparatively smaller dividends from othavestments. During the year ended
December 31, 2009, we received $179.2 million widdinds from two portfolio companies and an aggieegf $7.1 million of comparatively
smaller dividends from other investments.

Interest Income

Interest income was $226.8 million for tfear ended December 31, 2010, an increase of $&#id@n, compared to interest income of
$142.1 million for the year ended December 31, 200 increase primarily reflects an increase @lével of fixed income instruments in our
fixed income vehicles and our private equity pditfo

Interest Expens

Interest expense was $53.1 million forytkar ended December 31, 2010, a decrease of $2dnpcompared to interest expense of
$79.6 million for the year ended December 31, 200 decrease was primarily due to lower averaggtanding borrowings resulting from
the repayment of borrowings under our revolvingliragreements, partially offset by the issuancsewiior notes during 2010.

Income (Loss) Before Tax

Due to the factors described above, incbafere taxes was $7.9 billion for the year endeddbeber 31, 2010, an increase of $1.0 billion,
or 14.0%, from the year ended December 31, 2009.
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Net Income (Loss) Attributable to Noncontrollingeirests in Consolidated Entiti

Net income attributable to noncontrollimgeirests in consolidated entities was $6.5 bilfarthe year ended December 31, 2010, an
increase of $0.4 billion, or 6.9%, from the yeadet December 31, 2009. The increase was primaiilgml by the overall increase in the
components of net gains (losses) from investmentities described above.

Net Income (Loss) Attributable to Noncontrollingeirests in KKR Holdings L.

Net income attributable to noncontrollimgeirests in KKR Holdings was $0.9 billion for theay ended December 31, 2010, an increase o
$1.0 billion compared to loss attributable to namtealling interests in KKR Holdings of $0.1 billidior the year ended December 31, 2009.
increase is primarily due to the change in netgéimsses) from investment activities describedrabo

Year ended December 31, 2009 compared to year ebdegmber 31, 2008
Fees

Fees were $331.3 million for the year enBedember 31, 2009, an increase of $96.1 millio#009%, from the year ended Decembet
2008. The increase was primarily due to a $50.5aniincrease in transaction fees, from $41.3 wnillto $91.8 million for the years ended
December 31, 2008 and 2009, respectively refle@m@crease in transaction-fee generating priggtéty investments during the period.
During the year ended December 31, 2009, we costpletelve transaction-fee generating transactidtts aicombined transaction value of
$5.1 billion compared to four transaction-fee gatiag transactions with a combined transactionevalu$4.5 billion in 2008. Transaction fees
are negotiated separately for each completed tcéinaebased on the services that we provide andalgib vary depending on the nature of the
investment being made. Monitoring fees increasé&dZ@hillion reflecting the net impact of (i) an nease of $72.2 million relating to fees
received for the termination of monitoring fee gawts in connection with public equity offeringstafo of our portfolio companies, (ii) a
decrease relating to the receipt in the prior meaba non-recurring $15.0 million advisory feerfr@ne of our portfolio companies in
connection with equity raised by that company) £i$6.8 million net decrease in reimbursable egpsmand (iv) a net decrease of $11.2 mi
in fees received from certain portfolio companias @rimarily to a decline in the number of portbotiompanies paying a fee and to a lesser
extent lower average fees received. During the gaded December 31, 2009, excluding one time fsEsved from the termination of
monitoring fee contracts, we had 30 portfolio comipa that were paying an average fee of $2.9 mitiompared with 33 portfolio companies
that were paying an average fee of $3.0 milliorirduthe year ended December 31, 2008. In additlaring 2009 fees were increased by a
third quarter incentive fee of $4.5 million earrfeam KFN as a result of KFN's financial performarmeeeding certain required benchmarks.
No such fee was earned in the prior per

Expense:

Expenses were $1,195.7 million for the yaradted December 31, 2009, an increase of $777li®mias compared to expenses of
$418.4 million for the year ended December 31, 200 increase was primarily due to non-cash clsaageociated with the issuance of
interests in KKR Holdings to our principals and @ding consultants. For the year ended Decembe2@®19, noncash employee compensat
and benefits relating to principals amounted to4$64nillion, and non-cash charges recorded in gerzerd administrative expenses relating to
operating consultants amounted to $85.0 millioraddition, other employee compensation and berefpenses increased $44.4 million du
(i) a $26.9 million increase in profit sharing et connection with an increase in the value affivate equity portfolio, (ii) an $11.7 million
increase in salaries and other benefits refledtieghiring of additional personnel in connectiohathe expansion of our business, and (iii) a
$5.8 million increase in incentive compensatiocannection with higher bonuses in 2009 reflectmgrioved overall financial performance of
our management companies when compared to thepgaiad. The
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remainder of the net increase in expenses is thdtref the net impact of the following: (i) a $84nillion non-recurring charge associated with
the closing of the Transactions, (ii) an increasedcupancy costs of $7.6 million primarily refliect the opening of new offices subsequent to
December 31, 2008 as well as an increase in egisfiice space, (iii) a decrease in transactioateel expenses attributable to unconsummated
transactions during the period of $14.0 milliomnfr $28.2 million to $14.2 million for the years eddDecember 31, 2008 and 2009,
respectively, and (iv) decreases in other operakmenses of $25.0 million reflecting expense rédos across the majority of our businesses.

Net Gains (Losses) from Investment Activi

Net gains from investment activities weveSHillion for the year ended December 31, 2009narease of $20.4 billion compared to net
losses from investment activities of $12.9 billfon the year ended December 31, 2008. The incrieaset gains (losses) from investment
activities from the prior period was primarily @itable to net unrealized gains of $7.8 billiosuking primarily from increases in the market
value of our investment portfolio during 2009 comgzhto net unrealized losses of $13.2 billion dy@2008. This change in net unrealized
gains and losses resulted in a net favorable vaianunrealized investment activity from the ppeariod of $21.0 billion. Offsetting the
increase in unrealized gains (losses) was reaizatttivity that represented a net loss for 2009008 billion compared with a net gain of
$0.3 billion for 2008, which resulted in a net wdeable variance in realization activity from thieop period of $0.6 billion. The majority of
our net gains (losses) from investment activitiesralated to our private equity investments. Tdikwing is a summary of the components of
net gains (losses) from investment activities:

Year Ended December 31

2009 2008
($ in thousands)

Realized Gain: $ 39331 $ 446,85t
Unrealized Losses from Sales of Investments andiRé&an of

Gains(a) (498,839 (345,47)
Realized Losse (707,71) (193,44¢)
Unrealized Gains from Sales of Investments andigsan of

Losses(b 683,69¢ 101,40:
Unrealized Gains from Changes in Fair Va 9,831,34 2,681,71.
Unrealized Losses from Changes in Fair Ve (2,196,78)  (15,635,76)
Net Gains (Losses) from Investment Activit $ 7,505,00! $ (12,944,72)

(@)  Amounts represent the reversal of previously retzsghunrealized gains in connection with realizagwents where sut
gains become realized.

(b) Amounts represent the reversal of previously rezzeghunrealized losses in connection with realaragvents where
such losses become realiz

Dividend Income

Dividend income was $186.3 million for thear ended December 31, 2009, an increase of $iili@ compared to dividend income of
$75.4 million for the year ended December 31, 2@&. dividends are generally earned in connectidh sales of significant operations
undertaken by our portfolio companies resultingvailable cash that is distributed to our privajaity funds. During the year ended
December 31, 2009, we received $179.2 million widdinds from two portfolio companies and an aggieegh $7.1 million of comparatively
smaller dividends from other investments. During yiear ended December 31, 2008, we received $7#li@mof dividends from two portfolic
companies and an aggregate of $1.2 million of coatpeely smaller dividends from other investments.
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Interest Income

Interest income was $142.1 million for tfear ended December 31, 2009, an increase of $iiflién, or 9.7%, from the year ended
December 31, 2008. The increase primarily reflaatincrease of $38.1 million at one of our fixedame vehicles resulting from a higher
average level of debt investments during the pef@ftsetting this increase was (i) a decrease 8f%million at the KPE Investment
Partnership due to a decrease in interest incoeldiyg investments, (ii) a $2.0 million decreaseassult of the exclusion of the general
partners of the 1996 Fund in the fourth quarte2@f9, which interests were not contributed to th&RKGroup Partnerships in connection with
the Transactions, and (iii) a $3.7 million decreaseur management companies and private equitysfuesulting from lower average cash
balances.

Interest Expens

Interest expense was $79.6 million forytkar ended December 31, 2009 a decrease of $4Bidnhmor 36.6%, from the year ended
December 31, 2008. Average outstanding borrowieggined unchanged from the year ended Decemb@088, however the weighted
average interest rate was lower during the yeag@mrecember 31, 2009 as compared to the priorperéd.

Income (Loss) Before Tax

Due to the factors described above, incbafere taxes was $6.9 billion for the year endeddbeber 31, 2009, an increase of $19.9 bi
compared to loss before taxes of $13.0 billiontfier year ended December 31, 2008.

Net Income (Loss) Attributable to Noncontrollingeirests in Consolidated Entiti

Net income attributable to noncontrollimgeirests in consolidated entities was $6.1 bilfrthe year ended December 31, 2009, an
increase of $18.0 billion compared to net losskaittable to noncontrolling interests in consolidaéntities of $11.9 billion for the year ended
December 31, 2008. The increase was primarily drisethe overall changes in the components of aitsglosses) from investment activities
described above.

Segment Analysis

The following is a discussion of the resuf our three reportable business segments foretes ended December 31, 2010, 2009 and
2008. You should read this discussion in conjumctigth the information included under "—Basis oh&icial PresentationSegment Result:
and the consolidated and combined financial stat¢srend related notes included elsewhere in g fi
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Private Markets Segmer

The following tables set forth informaticegarding the results of operations and certaindg®rating metrics for our Private Markets
segment for the years ended December 31, 2010, 2002008.

Years Ended December 31
2010 2009 2008
($ in thousands)

Fees
Management and Incentive Fe
Management Fee $ 396,227 $ 415200 $ 396,39
Incentive Fee — — —
Total Management and Incentive F 396,22 415,20° 396,39
Net Monitoring and Transaction Fe:
Monitoring Fees 86,93: 158,24 97,25¢
Transaction Fee 96,00( 57,69¢ 23,09¢
Total Fee Credit (52,569 (73,900 (12,699
Net Transaction and Monitoring Fe 130,36 142,04: 107,65
Total Fees 526,59¢ 557,24¢ 504,04¢
Expense:
Employee Compensation and Bene 159,56 147,80: 135,20
Occupancy and Related Chart 36,39¢ 34,74% 27,66
Other Operating Expens 148,35 134,61( 185,02
Total Expense 344,31 317,15¢ 347,89t
Fee Related Earnin( 182,28 240,09: 156,15:
Investment Income (Los:
Gross Carried intere 1,202,071 826,19: (1,197,38)
Less: Allocation to KKR carry pot (453,87 (57,97) 8,15¢
Less: Management fee refur (143,449 (22,72() 29,61
Net carried interes 604,75: 745,50: (1,159,620
Other investment income (los (1,647 128,52¢ (230,05))
Total Investment Income (Los 603,10¢ 874,03( (1,389,67)
Income (Loss) before Income (Lo
Attributable to Noncontrolling Interes 785,39. 1,114,12. (1,233,52)
Income (Loss) Attributable to Noncontrolling
Interests 83¢ 497 —
Economic Net Incom $ 784550 $ 1,113,620 $ (1,233,52)
Assets under management (period € $ 46,22390 $ 38,842,90 $ 35,283,70
Fee paying assets under management (period $ 38,186,700 $ 36,484,40 $ 39,244,70
Committed Dollars Investe $ 4555700 $ 2,107,700 $ 3,168,80!
Uncalled Commitments (period er $ 12,625,90 $ 13,728,10 $ 14,930,14
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Year ended December 31, 2010 compared to year ebdegmber 31, 2009
Fees

Fees were $526.6 million for the year enBedember 31, 2010, a decrease of $30.7 milliob, 5%, from the year ended December 31,
2009. The decrease was primarily due to a $71.[Bomitlecrease in gross monitoring fees. This desereeas primarily due to the absence in
2010 of $72.2 million in fees received during tleayended December 31, 2009 relating to the tetrmmaf monitoring agreements in
connection with the IPOs of two portfolio companiBsllar General Corporation and Avago Technolodiesited. These types of termination
payments may occur in the future; however, theyirdrequent in nature and are generally correlat#h initial public offering activity in our
private equity portfolio. In addition, managemege$ decreased $19.0 million resulting primarilyrfrine net impact of the following: (i) a
$28.2 million decrease in management fees as faehwere previously earned from KPE have beenietited as a result of the Transactions
on October 1, 2009; (ii) a decrease of $10.9 mmilfimarily relating to fee paying capital that vieensferred from a fee paying private equity
fund (European Fund Ill) to a non-fee paying prvatuity fund (E2 Investors) subsequent to Septete2009; (iii) a $5.4 million net
decrease due primarily to a reduction in fee pagmgjtal at our private equity funds in connectigth realization activity offset by new fee
paying capital raised; and (iv) an increase of $28illion associated with a reduction in waived mgement fees during 2010. The net
decrease in fees was partially offset by (i) améase in gross transaction fees of $38.3 milliomarily reflecting an increase in the number of
transaction fee-generating investments during gregd and (ii) a $21.3 million decrease in credisned by limited partners under fee sharing
arrangements in our private equity funds due piiigngr the decline in gross transaction and moivipifees.

Expense:

Expenses were $344.3 million for the yeatezl December 31, 2010, an increase of $27.2 milio8.6%, from the year ended
December 31, 2009. The increase was primarily d@ntincrease in other operating expenses of $aBlién primarily reflecting an increase
in transaction related expenses of $10.1 millidrikattable to unconsummated transactions duringpérd. In addition, employee
compensation and benefits expense increased $illidhmeflecting the hiring of additional persorirend the continued expansion of our
business.

Fee Related Earninc

Fee related earnings in our Private Marketgment were $182.3 million for the year endedebder 31, 2010, a decrease of
$57.8 million, or 24.1%, from the year ended Decen81, 2009. The decrease was due to the declifieesand increase in expenses desc
above.

Investment Incom

Investment income was $603.1 million fog trear ended December 31, 2010, a decrease ofd@ifldon, or 31.0%, compared to
investment income of $874.0 million for the yeaded December 31, 2009. The decrease was primaiigrdby certain adjustments relatec
the Combination Transaction that were applicabtdte full year of 2010 versus only one quarte2®@9, including (i) the exclusion of carried
interest from the 1996 Fund, (ii) the exclusiorcafried interest allocated to certain of our forqpencipals, (iii) the allocation of a portion of
carried interest to the carry pool, and (iv) thelegion of investment gains and losses on capitedsted by or on behalf of the general partners
of our private equity funds. For the year endedddatzer 31, 2010, investment income (loss) includedet carried interest of $604.8 million
and (ii) other investment income (loss) of $(1.6llion, which was comprised primarily of lossesrrainfavorable changes in foreign
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exchange rates. The following table presents thepoments of net carried interest for the years @émkrember 31, 2010 and 2009.

Year Ended December 31

2010 2009
($ in thousands)
Net Realized Gains (Losse $ 420,57: $ (44,136
Net Unrealized Gains (Losse 593,97: 835,02¢
Dividends and Intere! 187,52! 35,30:
Gross carried intere 1,202,07 826,19:
Less: Allocation to KKR carry poc (453,872 (57,97)
Less: Management fee refur (143,446 (22,720
Net carried interes $ 604,75: $ 745,50:

Net realized gains (losses) for the yealedrDecember 31, 2010 consists primarily of thessaf East Resources Inc. and Eastman Kodak
Company, and partial sales of Dollar General Cation, Legrand Holdings S.A. and Avago Technolodiesited. Net realized gains (losses)
for the year ended December 31, 2009 consists phyntd the write-off of our investment in Masoniteternational, Inc., offset by realized
gains on initial public offerings of Avago Techngles Limited and Dollar General Corporation. Thkofeing table presents net unrealized
gains (losses) of carried interest by fund forytears ended December 31, 2010 and 2009.

Year Ended December 31

2010 2009
($ in thousands)

2006 Func $ 216,59: $ 203,76

Asian Func 170,52¢ 22,42:

Millennium Fund 73,09¢ 380,05

European Fun 70,09: 123,83:

Cc-Investment Vehicle 40,92¢ 57,18:

European Fund Il 21,76¢

E2 Investors 96¢& —

1996 Fund(a — 47,77
Total(a) $ 593,97 $ 835,02

(@) The above table excludes any funds for which there no unrealized gains (losses) of carried istere
during either of the periods presented. In addjtsubsequent to the Transactions, the 1996 Funchavas
longer included in our results and therefore neeatized gains (losses) of carried interest attablet to the
1996 Fund are included for the year ended DeceBihe2010 or the three months ended December 31,
2009.

For the year ended December 31, 2010, appately 33% of net unrealized gains from changegaiue were attributable to increased
share prices of various publicly held investmetite,most significant of which were Dollar Generalr@oration (NYSE: DG) and Legrand
Holdings S.A. (ENXTPA: LR). Our private portfolimotributed the remainder of the net unrealized ©&iom changes in value, the most
significant of which were HCA Inc. (healthcare segtAlliance Boots GmbH (healthcare sector) andRd8dservice (retail sector). The
increased valuations, in the aggregate, genergiiyad to both improvements in market comparalbiésiradividual company performance.

For the year ended December 31, 2009, appately 40% of unrealized gains were attributabléncreased share prices of various
publicly held investments, the most significantadfich were Legrand Holdings S.A. (ENXTPA: LR), Aw@ag@echnologies Limited (NYSE:
AVGO), Sealy
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Corporation (NYSE: ZZ) and Rockwood Holdings, IfldYSE: ROC). Our private portfolio contributed tremainder of the unrealized gains,
the most significant of which were HCA Inc. (healihe sector), KKR Debt Investors S.a.r.l. (finahs&vices sector), and Alliance

Boots GmbH (healthcare sector). In addition, thveas a significant unrealized gain due to the realedka previously recognized unrealized
loss in connection with the write-off of our invesnt in Masonite International Inc. (manufacturgggtor) when the loss became realized. The
increased valuations, in the aggregate, genergiiyad to both improvements in market comparalbiésiradividual company performance.

Dividend and interest income for the yeaderl December 31, 2010 consists primarily of dinttieearned from HCA Inc. (healthcare
sector) and Visant Inc. (media sector). Dividend amerest income for the year ended December @19 2onsists primarily of dividends
earned from Dollar General Corporation and Legrdottings S.A. The amount of carried interest eamhading the year ended December 31,
2010 for those funds and vehicles eligible to reeeiarried interest amounted to $1.1 billion, ofchtthe carry pool was allocated
approximately 40% and the remaining portion wascalled to KKR and KKR Holdings based on their reige ownership percentages.
Management fee refunds amounted to $143.4 millwritfe year ended December 31, 2010, an increa®®26f.7 million from the year ended
December 31, 2009 primarily reflecting the 2006 d~becoming carry-earning in 2010.

Economic Net Income (Los

Economic net income in our Private Marksggment was $784.6 million for the year ended Déezi81, 2010, a decrease of
$329.1 million compared to economic net incomehiidillion for the year ended December 31, 2008 d@ecrease in investment income
described above was the main contributor to theogever period decline in economic net income.

Assets Under Manageme
The following table reflects the changesim Private Markets AUM from December 31, 200®&rember 31, 2010:

($ in thousands)

December 31, 2009 AUI $ 38,842,90
New Capital Raise 3,025,50!
Distributions (4,085,201
Foreign Exchang (274,800
Change in Valu 8,715,50!

December 31, 2010 AU! $ 46,223,90

AUM in our Private Markets segment was 24illion at December 31, 2010, an increase of $ilibn, or 19.0%, compared to
$38.8 billion at December 31, 2009. The increasg prvamarily attributable to $8.7 billion of net walized gains resulting from changes in the
market values of our private equity portfolio comies, as well as $3.0 billion of new capital raisEde net unrealized investment gains in our
private equity funds were driven primarily by netrealized gains of $3.2 billion, $1.4 billion, $DbBlion, $0.9 billion, and $0.8 billion in our
2006 Fund, Millennium Fund, European Fund II, Asrfamd and European Fund, respectively. Approxirgat®Pb of the net change in value
for the year ended December 31, 2010 was attriteitalchanges in share prices of various publishetl investments, notably increases in
Dollar General Corporation (NYSE: DG), Legrand Hoggs S.A. (ENXTPA: LR) and NXP Semiconductors NVASDAQ: NXPI), which wa:
taken public during the third quarter of 2010. @tivate portfolio contributed the remainder of gt&nge in value, with the largest contributor
being unrealized gains relating to HCA Inc. (hezdife sector). These unrealized gains were partéfbet by significant unrealized losses
related to Energy Future
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Holdings Corp. (energy sector) and U.N Ro-Ro (fpantation sector). The increased valuations, iretigregate, generally related to both
improvements in market comparables and individoatgany performance. Partially offsetting theseeases were distributions from our fu
totaling $4.1 billion, which was comprised of $®i8ion of realized gains and $0.8 billion of retuof original cost.

Fee Paying Assets Under Managen

The following table reflects the changesim Private Markets FPAUM from December 31, 200®€cember 2010:

($ in thousands)

December 31, 2009 FPAU $ 36,484,40
New Capital Raise 2,971,601
Distributions (650,30()
Foreign Exchang (658,80()
Change in Valu 39,80(

December 31, 2010 FPAU $ 38,186,70

FPAUM in our Private Markets segment wa8.833illion at December 31, 2010, an increase of $ilion, or 4.7%, compared to
$36.5 billion at December 31, 2009. The increase pranarily attributable to new fee paying capiked during 2010, including $0.9 billion
for our China Growth Fund and $1.1 billion for afrastructure separately managed account. Thedserevas partially offset by distributions
of $0.7 billion and a $0.7 billion decrease rela@foreign exchange adjustments on foreign denatachcommitments and invested capital.

Committed Dollars Invested

Committed dollars invested were $4.6 hillfor the year ended December 31, 2010, an inci&e®2.4 billion from the year ended
December 31, 2009.

Uncalled Commitments

As of December 31, 2010 our Private Marketgment had $12.6 billion of remaining uncalleplitzh commitments that could be called
for investment in new transactions.

Year ended December 31, 2009 compared to year ebdegmber 31, 2008
Fees

Fees in our Private Markets segment web¥ $million for the year ended December 31, 2@®0increase of $53.2 million, or 10.6%,
from the year ended December 31, 2008. The incaserimarily due to a $34.4 million increase @t transaction and monitoring fees.
Transaction fees are negotiated separately for eatipleted transaction based on the services thgtrovide and will also vary depending on
the nature of the investment being made. The iser@anet transaction and monitoring fees was pilynéne result of (i) an increase in gross
transaction fees of $34.6 million reflecting anrgsse in transaction-fee generating private eduontgstments during the period (we completed
twelve transaction-fee generating transactions witombined transaction value of $5.1 billion iD2@ompared to four transaction-fee
generating transactions in 2008 with a combineastation value of $4.5 billion); (ii) an increasegross monitoring fees of $61.0 million
reflecting the net impact of an increase of $72illan relating to fees received for the terminatiof monitoring fee contracts in connection
with public equity offerings of two of our portfolicompanies and a net $11.2 million decrease mreeeived from certain portfolio compar
due primarily to a decline in the number of potiicilompanies paying a monitoring fee and a lowerage fee received; and (iii) an increas
credits earned by limited partners under fee sgainangements in our private equity funds of $6dilfon due to the increase in transaction
and monitoring fees. During the year
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ended December 31, 2009, excluding one time fezgwead from the termination of monitoring fee cauts, we had 30 portfolio companies
that were paying an average monitoring fee of $@lBon, compared with 33 portfolio companies thare paying an average fee of

$3.0 million during the year ended December 318200 addition there was an $18.8 million incremsmanagement fees which was primarily
the result of a full year of fees associated whi European 11l fund which began earning fees énsicond quarter of 2008.

Expense:

Expenses were $317.2 million for the yeatezl December 31, 2009, a decrease of $30.7 mithod.8%, from the year ended
December 31, 2008. The decrease was primarilyatleetnet impact of the following: (i) a decreaséransaction related expenses of
$14.0 million attributable to unconsummated tratisas during the period, from $28.2 million to $24illion for the years ended
December 31, 2008 and 2009, respectively; (ii) eieses in operating expenses of $36.4 million (ebketuthe non-recurring charge described
below) primarily as a result of a reduction in @sdional and other service provider fees due teffarts to actively manage our expense base
in a deteriorating economic environment; (iii) asrease in occupancy costs of $7.1 million reftegcthe opening of new offices subsequent to
December 31, 2008 as well as an increase in egisfiice space; and (iv) an increase in employeepansation and benefits expense of
$12.6 million resulting from an increase in salanieflecting the hiring of additional personnetomnection with the expansion of our business
as well as an increase in incentive compensatia@oimection with higher bonuses in 2009 reflectmproved overall financial performance of
our private markets management company when comparthe prior period. Our Private Markets experesedude a $34.8 million charge
incurred in connection with the Transactions. Maragnt has excluded this charge from our segmeandial information as such amount will
be not be considered when assessing the perfornsdiaceallocating resources to, each of our busirsegments, and is noeeurring in nature
On a consolidated basis, this charge is includegeimeral, administrative and other expenses.

Fee Related Earning

Due primarily to the increase in fees dibsat above, fee related earnings in our Privatekktarsegment were $240.1 million for the year
ended December 31, 2009, an increase of $83.Dmiltir 53.7%, from the year ended December 31,.2008

Investment Income (Los

Investment income was $874.0 million foe rear ended December 31, 2009, an increase ob#koB compared to investment losses of
$1.4 billion for the year ended December 31, 2#@8.the year ended December 31, 2009, investmealiria (loss) was comprised of (i) net
carried interest of $745.5 million and (ii) othaewéstment income (loss) of $128.5 million, whichlirdes net gains from investment activities
of $106.4 million, dividends of $23.7 million anétrinterest expense of $1.6 million. The followtaple presents the components of net ce
interest for the years ended December 31, 2002a608.

Year Ended December 31,

2009 2008
($ in thousands)
Net Realized Gains (Losse $ (44,13¢) $ 67,70¢
Net Unrealized Gains (Losse 835,02¢ (1,279,35)
Dividends and Intere! 35,30: 14,26:
Gross carried intere 826,19: (1,197,38)
Less: Allocation to KKR carry poc (57,97) 8,15¢
Less: Management fee refur (22,720 29,61
Net carried interes $ 745,50 $ (1,159,62)
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Net realized gains (losses) for the yealedrDecember 31, 2009 consists primarily of théeaoif of our investment in Masonite
International, Inc., offset by realized gains imnection with the initial public offerings of Avagieechnologies Limited and Dollar General
Corporation. Net realized gains (losses) for thar yaded December 31, 2008 consists primarily @ptrtial sale of Rockwood Holdings, Inc.
and the sale of Demag Holdings S.ar.l.

The following table presents net unrealigaihs (losses) of carried interest by fund forythars ended December 31, 2009 and 2008.

Year Ended December 31,

2009 2008
($ in thousands)

Millennium Fund $ 380,05: $ (512,56
2006 Func 203,76. (305,44
European Fun 123,83: (268,88
Ca-Investment Vehicle 57,18: 3,24¢
1996 Fund(a 47,77 (145,08
Asian Func 22,42 —
European Fund | — (50,61¢)

Total(a) $ 835,02¢ $ (1,279,35)

(@)  The above table excludes any funds for which tiemee no unrealized gains (losses) of carried istere
during either of the periods presented. For thesyeaded December 31, 2009 and 2008, these excluded
funds were the European Fund Ill and KKR E2 Inves{&nnex Fund). In addition, subsequent to the
Transactions, the 1996 Fund was no longer inclidedr results. As such, net unrealized gains ésef
carried interest attributable to the 1996 Fundoalg included through September 30, 20

For the year ended December 31, 2009, appately 40% of unrealized gains were attributabléncreased share prices of various
publicly held investments, the most significantdfich were Legrand Holdings S.A. (ENXTPA: LR), Awagechnologies Limited (NYSE:
AVGO), Sealy Corporation (NYSE: ZZ) and Rockwoodltings, Inc. (NYSE: ROC). Our private portfolio dabuted the remainder of the
unrealized gains, the most significant of whichevEICA Inc. (healthcare sector), KKR Debt Invest®ra r.l (financial services sector), and
Alliance Boots GmbH (healthcare sector). In additithere was a significant unrealized gain dudéoréversal of a previously recognized
unrealized loss in connection with the write-offaafr investment in Masonite International Inc. (mfacturing sector) when the loss became
realized. The increased valuations, in the aggesggnerally related to both improvements in macketparables and individual company
performance.

For the year ended December 31, 2008, appately 40% of unrealized losses were attributabldecreased share prices of various
publicly held investments, the most significantdfich were Legrand Holdings S.A. (ENXTPA: LR), Reatod Holdings, Inc. (NYSE: ROC)
and Sealy Corporation (NYSE: ZZ). Our private palitf contributed the remainder of the unrealizessks, the most significant of which were
Capmark Financial Group Inc. (financial servicesteg, PagesJaunes Groupe S.A. (media sectorgnki Boots GmbH (healthcare sector),
and ProSieben SAT.1 Media AG (media sector). Tleeedsed valuations, in the aggregate, generaliyeelto deterioration in market
comparables and to a certain extent individual comgperformance.

Dividend income for the year ended Decen®ier2009 consists primarily of dividends earnexifrDollar General Corporation and
Legrand Holdings S.A. Dividend income for the yeaded December 31, 2008 consists primarily of @iwits earned from Legrand
Holdings S.A. The amount of carried interest eamhading the fourth quarter of fiscal year 2009 howse funds and vehicles eligible to receive
carried interest amounted to $92.3 million of whilkh carry pool was allocated 40%
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and the remaining portion was allocated to KKR Grétoldings and KKR Holdings based on their respectiwnership percentages. The
increase in other investment income of $358.6 amlfrom the year ended December 31, 2008 is priyndwie to an increase in net unrealized
gains from increases in the market value of capitasted by or on behalf of the general partnémuo private equity funds.

Economic Net Income (Los

Economic net income in our Private Marksggment was $1.1 billion for the year ended Decer@bge2009, an increase of $2.3 billion
compared to economic net loss of $1.2 billion far year ended December 31, 2008. The increasestingat income described above was the
main contributor to the period over period incre@seconomic net income.

Assets Under Manageme
The following table reflects the changesim Private Markets assets under management frecember 31, 2008 to December 31, 2009:

($ in thousands)

December 31, 2008 AUl $ 35,283,70
Exclusion of KPE(a (3,514,401
New Capital Raise 683,30(
Distributions (808,60()
Change in Valu 7,198,90!

December 31, 2009 AU! $ 38,842,90

(@) The AUM reported prior to the Transactions reflectiee NAV of KPE and its commitments to our funds.
Subsequent to the Transactions, the NAV of KPEiencbmmitments to our funds are excluded from our
calculation of assets under management, because #éissets are now owned by us and no longer manage
on behalf of a third party investc

AUM in our Private Markets segment was 838llion at December 31, 2009, an increase of $8l®n, or 9.9%, compared to
$35.3 billion at December 31, 2008. The increasg prvamarily attributable to $7.2 billion of net walized gains resulting from changes in the
market values of our portfolio companies, as welb@.7 billion in new capital raised in our Europé Fund, E2 Investors and separately
managed accounts. The net unrealized investmens gadre driven by net unrealized gains of $2.7dwill$1.7 billion, $0.8 billion, $0.8 billio
and $0.4 billion in our 2006 Fund, Millennium Furigyropean Fund I, European Fund and Asian Furspeetively, with all other funds also
recording net realized gains during the period.r®@8o of the change in value for the year endeceBdxer 31, 2009 was attributable to
increased share prices of various publicly helégtments, notably Dollar General Corporation (NYBE), which we took public in the
fourth quarter of 2009, Avago Technologies LimitetY SE: AVGO), which went public in the third quartef 2009, and Legrand
Holdings S.A. (ENXTPA: LR). Our private portfolimotributed the remainder of the change in valu#) e largest contributors being
unrealized gains relating to HCA Inc. (healthcaretsr) and Alliance Boots GmbH (healthcare secinese unrealized gains were partially
offset by a significant unrealized loss relatindsteergy Future Holdings Corp. (energy sector). ifliseeased valuations, in the aggregate,
generally related to both improvements in markehgarables and individual company performance, aalplith an overall improvement in
global markets. This increase was partially offsetlistributions from our funds totaling $0.8 hili comprised of $0.5 billion of realized gains
and $0.3 billion of return of original cost. In afiin, the change in AUM included a $3.5 billiordtection representing the exclusion of the
NAV of KPE and its commitments to our investmennida.
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Fee Paying Assets Under Managermr

The following table reflects the changesim Private Markets fee paying assets under manegefrom December 31, 2008 to
December 31, 2009:

($ in thousands)

December 31, 2008 FPAU $ 39,244,80
Exclusion of KPE(a (3,175,900
New Capital Raise 609,00(
European Fund IlI/E2 Investo (571,600
Distributions (325,059)
Change in Valu 703,15¢

December 31, 2009 FPAU $ 36,484,40

(@8 The FPAUM reported prior to the Transactions raédahe NAV of KPE. Subsequent to the Transactions,
the NAV of KPE is excluded from our calculationfeé paying assets under management, because these
assets are now owned by us and are no longer méwoagechalf of a third party invest

FPAUM in our Private Markets segment wa8.53illion at December 31, 2009, a $2.7 billior@ase, or 6.9%, compared to
$39.2 billion at December 31, 2008. The decreasepsianarily attributable to a $3.2 billion reducticepresenting the exclusion of the NAV of
KPE and its commitments to our investment fundsaddition, the decrease was attributable to digtidns of $0.3 billion primarily
representing the reduction of capital associatel mealization activity and $0.6 billion relateddapital that was transferred from a fee paying
private equity fund (European Fund Ill) to a noe-feaying private equity fund (E2 Investors). Thésereases were partially offset by new
capital raised of $0.6 billion in our Europeanflind and separately managed accounts and $0ahhilfiforeign exchange adjustments on
foreign denominated committed and invested cagtal.additional discussion of our private equitpds and other Private Markets investment
vehicles, please see "Business."

Committed Dollars Invested

Committed dollars invested were $2.1 hillfor the year ended December 31, 2009, a decodael billion, or 33.5%, from the year
ended December 31, 2008. The decrease was dueripyitoa decrease in both the size and transastidinme of private equity investments
closed during 2009 as compared with 2008.

Uncalled Commitments

As of December 31, 2009, our Private Maslestgment had $13.7 billion of remaining uncallepial commitments that could be called
for investments in new transactions.
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Public Markets Segmer

The following tables set forth informatioegarding the results of operations and certaindpgrating metrics for our Public Markets
segment for the years ended December 31, 2010, 2002008.

Years Ended December 31
2010 2009 2008
($ in thousands)

Fees
Management and Incentive Fe
Management Fee $ 57,05¢ $ 50,75¢ $ 59,34
Incentive Fee 38,83 4,47: —
Total Management and Incentive F 95,891 55,22¢ 59,34
Net Transaction Fee
Transaction Fee 19,115 — —
Total Fee Credit (12,336 — —
Net Transaction Fee 6,781 — —
Total Fees 102,67. 55,22¢ 59,34
Expense:
Employee Compensation and Bene 29,91( 24,08¢ 20,56¢
Occupancy and Related Chart 2,37¢ 2,48¢ 2,13¢
Other Operating Expens 13,43( 18,10: 4,06¢€
Total Expense 45,71t 44,67 26,76¢
Fee Related Earnin( 56,951 10,55¢ 32,57¢
Investment Income (Los:
Gross Carried intere 5,00 — —
Less: Allocation to KKR carry pot (2,000 — —
Net carried interes 3,00 — —
Other investment income (Los 71€ (5,260 10,68’
Total Investment Income (Los 3,71¢ (5,260 10,687
Income (Loss) before Income (Lo
Attributable to Noncontrolling Interes 60,67* 5,29¢ 43,26
Income (Loss) Attributable to Noncontrollit
Interests 537 15 6,421
Economic Net Incom $ 60,13¢ $ 527¢ $ 36,84
Assets under management (period € $ 14,773,60 $ 13,361,30 $ 13,167,00
Fee paying assets under management (period $ 7,824,400 $ 6,295400 $ 4,167,000
Committed Dollars Investe $ 697,600 $ — $ —
Uncalled Commitments (period er $ 1,448,801 $ 816,32° $ —

Year ended December 31, 2010 compared to year ebdmember 31, 2009
Fees

Our Public Markets segment earned feed02% million for the year ended December 31, 2@h0ncrease of $47.5 million, or 85.9%,
from the year ended December 31, 2009. The inciege@émarily the result of an increase in inceatfee income from KFN of $34.3 million,
from $4.5 million for the year ended December 3102to $38.8 million for the year ended December2B10. The
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increase in incentive fee income is a result of KHitancial performance exceeding the requireccherark. The increase in fees is also
attributable to increased fee paying assets undeagement associated with new capital raised @Eee Paying Assets Under Management"
table below) and $6.8 million of net transactioadearned during the year ended December 31, Rdlansaction fees were earned during
the year ending December 31, 2009. These incréasess were partially offset by an $11.7 millioecdease in management fees from
structured finance vehicles. In 2009, we electetgtaporarily receive management fees from strudtéirence vehicles in lieu of being
reimbursed $13.0 million of expenses by KFN andStrategic Capital Funds. We ceased electing ®iveananagement fees in lieu of the
expense reimbursement in the first quarter of 20id) as a result, received only $1.3 million oftstees in 2010.

Expense:

Expenses in our Public Markets segment ¥éBe7 million for the year ended December 31, 2@h0increase of $1.0 million, or 2.3%,
from $44.7 million for the year ended DecemberZ109. The increase was primarily due to an increasenployee compensation and ben:
expense of $5.8 million reflecting the hiring ofdittbnal personnel and the continued growth of feagment. Partially offsetting the increase in
employee compensation and benefits was a decneasledar operating expenses of $4.6 million whicls wamarily attributable to an
$11.7 million decrease in waived expense reimbuesgsn We waived $13.0 million of expense reimbusets during 2009 from KFN and the
Strategic Capital Funds, versus only $1.3 millior2010, as noted above. This decrease in otheatpgrexpenses was partially offset by
increased general and administrative expensedirgsfdiom the expansion of our business.

Fee Related Earning

Fee related earnings in our Public Marketgment were $57.0 million for the year ended Ddear31, 2010, an increase of $46.4 million
from $10.6 million for the year ended DecemberZI09. The increase in fee related earnings is pilyrdue to the increase in fees described
above.

Investment Income (Los

Our Public Markets segment had investmeedme of $3.7 million for the year ended Decemldgr2010, an increase of $9.0 million
from investment losses of $5.3 million for the yeaded December 31, 2009. The increase was printhiilen by net carried interest from
certain special situations separately managed ats@arned in the year ended December 31, 2010.

Economic Net Incom

Economic net income in our Public Marketgraent was $60.1 million for the year ended Decer@be2010, an increase of $54.8 milli
from economic net income of $5.3 million for theayended December 31, 2009. The increase in fadeéarnings described above was the
main contributors to the period over period incesimseconomic net income.
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Assets Under Manageme

The following table reflects the changesim Public Markets AUM from December 31, 2009 tecBmber 31, 2010:

($ in thousands)

December 31, 2009 AUl $ 13,361,330
New Capital Raise 1,970,101
Distributions (1,281,701
Foreign Exchang —
Change in Valu 723,90(

December 31, 2010 AUI $ 14,773,60

AUM in our Public Markets segment totaledt$8 billion at December 31, 2010, an increaselof $illion, or 10.6%, from $13.4 billion
December 31, 2009. The increase was driven by§Ridn of new capital raised across our varioublRuMarkets strategies, as well as a
$0.7 billion increase in the net asset value of Kdfid certain other fixed income vehicles. Thesecimges were partially offset by $1.3 billion
of redemptions in our liquid credit separately mgathaccounts.

Fee Paying Assets Under Managen

The following table reflects the changesim Public Markets FPAUM from December 31, 200®&zember 31, 2010:

($ in thousands)

December 31, 2009 FPAU $ 6,295,40!
New Capital Raise 1,893,001
Distributions (1,281,701
Foreign Exchang —
Change in Valu 917,70(

December 31, 2010 FPAU $ 7,824,400

FPAUM in our Public Markets segment tota$7d8 billion at December 31, 2010, an increas®1os billion, or 24.3%, from $6.3 billion
at December 31, 2009. The increase was driven /illion of new capital raised across our variGuslic Markets strategies, as well as a
$0.9 billion increase in the net asset value of Kdfid certain other fixed income vehicles. Thesecimges were partially offset by $1.3 billion
of redemptions in our liquid credit separately nmgathaccounts.

Committed Dollars Invested

Committed dollars invested were $0.7 hillfor the year ended December 31, 2010. There memmmitted dollars invested to any of
our public markets investment vehicles for the ysated December 31, 2009.

Uncalled Commitments

As of December 31, 2010 our Public Marlegtgment had $1.4 billion of uncalled capital commeints that could be called for investm:
in new transactions.

Year ended December 31, 2009 compared to year ebdegmber 31, 2008
Fees

Our Public Markets segment earned fee$bfZbmillion for the year ended December 31, 2@08ecrease of $4.1 million, or 6.9%, from
the year ended December 31, 2008. The decreasenarity the result of a $15.2 million decreasananagement fees received from the
Strategic Capital Funds.
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The reduction in management fees from the Strat@gjutal Funds was partially due to a lower avemgfeasset value during the year ended
December 31, 2009 which resulted in a reductioiee$ of $7.5 million. Additionally, effective Decder 1, 2008, the fees for all investor
classes of the Strategic Capital Funds were redudeidh resulted in a further reduction of fee$df7 million. Management fees were redu
for all investor classes within the Strategic Calgitunds in conjunction with the mandatory redempind restructuring of the funds, which
was effective December 1, 2008.

In addition to the reduced fees from that®gic Capital Funds, there was a $10.2 milliocreélase in fees received from KFN due
primarily to a lower average equity value during ttear ended December 31, 2009, offset by an iiveefgte received in 2009. KFN's equity
value increased during the year ended Decemb&(8B, however, because KFN's equity value hadmtisignificantly in the fourth quarter
of 2008, the average equity value for the year ddlecember 31, 2009 was lower than the averageéyeeplue for the year ended
December 31, 2008. Separately, the incentive fé@d-at is calculated on a quarterly basis and is edgolely based on KFN's financial
performance in a given quarter. As a result, tloentive fee can be earned in one quarter of a gieaneven if KFN experiences negative
financial performance for other quarters during s@me year. For additional discussion of the KRééntive fee, please see "Summary of
Significant Accounting Policies."

These decreases were offset by a $7.3omillicrease in management fees resulting from ere@se in capital managed on behalf of third
party investors and an increase in managemenfri@esstructured finance vehicles totaling $14.0lioml. Beginning in 2009 we elected to
temporarily receive management fees from structtinathce vehicles in lieu of being reimbursed $18ibion of expenses by KFN and the
Strategic Capital Funds, thereby providing incretakcash flow, which otherwise would have been @ilable, to the investors in these
entities. The election to receive management fedisu of expense reimbursements had an insigmificash flow impact on us.

Expense:

Expenses in our Public Markets segment Wé#e7 million for the year ended December 31, 2@@9ncrease of $17.9 million, or 66.9%
from the year ended December 31, 2008. The increaseprimarily attributable to our waiving of $13rlllion of expense reimbursements
during 2009 from KFN and the Strategic Capital Fyras noted above. Additionally, employee compémsaind benefits expense increase
$3.5 million, which was primarily due to increadszhdcount.

Investment Income (Los

Our Public Markets segment had an investidoss of $5.3 million for the year ended Decenter2009, a decrease of $15.9 million fi
the year ended December 31, 2008. This decreasprimaarily driven by an increase in non-cash stbaked compensation expense associatec
with equity grants received from KFN. Our stockddsommitments to employees are tied to the stdck pf KFN, and a rising stock price
KFN increases our liability to employees. The stpoke of KFN appreciated in 2009 from a price &f38 at December 31, 2008 to a price of
$5.80 at December 31, 2009.

Fee Related Earninc

Due primarily to the increase in expensescdbed above, fee related earnings in our Pivididets segment were $10.6 million for the
year ended December 31, 2009, a decrease of $2lldhroompared to fee related earnings of $32.8iomi for the year ended December .
2008.
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Economic Net Incom

Economic net income in our Public Marketgraent was $5.3 million for the year ended DecerBtheR009, a decrease of $31.6 million
compared to economic net income of $36.8 milliontfe year ended December 31, 2008. The decredse melated earnings described above
was the main contributor to the period over pededrease in economic net income.

Assets Under Manageme

The following table reflects the changesim Public Markets assets under management frooemeer 31, 2008 to December 31, 2009:

($ in thousands)

December 31, 2008 AU! $ 13,167,00
Exclusion of KPE(a (62,600
New Capital Raise 1,416,301
Distributions (2,000,001
Investor Redemptior (634,700)
Change in Valu 1,475,301

December 31, 2009 AUI $ 13,361,30

(@  The AUM reported prior to the Transactions refleldiee NAV of KPE and its commitments to our funds.
Subsequent to the Transactions, the NAV of KPEiEncommitments to our funds are excluded from our
calculation of assets under management, because itteons are now owned by us and no longer managed
on behalf of a third party investc

AUM in our Public Markets segment was $1i3ildon at December 31, 2009, an increase of $ln, or 1.5%, compared to
$13.2 billion at December 31, 2008. The increasg dveven by $1.5 billion of net unrealized gainsuiéing from improvement in the overall
credit markets. Our portfolios for KFN (includintg imajority owned subsidiaries), the Strategic @Gpiunds, and our separately managed
accounts primarily consisted of corporate debiuidiog leveraged loans and high yield bonds, widthkasset classes experiencing material
price appreciation in the fiscal year ended Decearhe2009.

In addition to the unrealized appreciatonthe portfolios noted above, we raised $1.4dsilin new capital for our separately managed
accounts. Offsetting these increases was the o#sting and distribution of one of our structur@thhce vehicles, which decreased our AUM
by $2.0 billion. We restructured and distributeis$ tstructured finance vehicle in 2009 as we belieie underlying collateral maintenance
requirements and financing terms of this structdirea@hce vehicle were no longer attractive. Furthiésetting the increases to our AUM were
redemptions of $0.6 billion from our Strategic GapFunds.
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Fee Paying Assets Under Managermr

The following table reflects the changesim Public Markets fee paying assets under managefrom December 31, 2008 to
December 31, 2009:

($ in thousands)

December 31, 2008 FPAU $ 4,167,00
Exclusion of KPE(a (62,600
New Capital Raise 1,400,001
Distributions —
Investor Redemptior (634,700)
Change in Valu 1,425,701

December 31, 2009 FPAU $ 6,295,400

(@8 The FPAUM reported prior to the Transactions raédahe NAV of KPE. Subsequent to the Transactions,
the NAV of KPE is excluded from our calculationfeé paying assets under management, because those
items are now owned by us and are no longer managéehalf of a third party investc

FPAUM in our Public Market segment was $6ilBon at December 31, 2009, an increase of $&libn, or 50.0%, compared to
$4.2 billion at December 31, 2008. This increase draven primarily by $1.4 billion of net unrealizgains resulting from improvements in the
overall credit markets. Our portfolios for KFN (loding its majority owned subsidiaries), the StgideCapital Funds, and our separately
managed accounts primarily consisted of corporab,dncluding leveraged loans and high yield bomdth both asset classes experiencing
material price appreciation in the fiscal year ehBecember 31, 2009.

In addition to the unrealized appreciationthe portfolios noted above, we raised $1.4dsilin new capital for our separately managed
accounts. Offsetting the increases to our FPAUMewedemptions of $0.6 billion from our Strategiqp@a Funds. For additional discussior
our investment funds, structured finance vehicdes, separately managed accounts, please see "BsiSine

Uncalled Commitments

As of December 31, 2009, our Public Marlsstgment had $816.3 million of remaining uncallagi@l commitments that could be called
for investments in new transactions.

Capital Markets and Principal Activities Segment

The following table sets forth informaticegarding the results of operations and certaindpgrating metrics for our Capital Markets and
Principal Activities segment for the years endedddber 31, 2010, 2009 and 2008. The Capital MadmdsPrincipal Activities segment was
formed upon completion of the Transactions by camimigi our capital markets business with the assels a
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liabilities of KPE. As a result, we have reclasaifthe results of our capital markets businessedimzeption into this segment.

Year Ended December 31
2010 2009 2008
($ in thousands)

Fees
Management and Incentive Fe
Management Fee $ $ $
Incentive Fee — — —
Total Management and Incentive Fi — — —

Net Monitoring and Transaction Fet

Monitoring Fees — — —
Transaction Fee 105,26¢ 34,12¢ 18,21:

Total Fee Credit — —
Net Transaction and Monitoring Fe 105,26¢ 34,12¢ 18,21:
Total Fees 105,26t 34,12¢ 18,21

Expense:
Employee Compensation and Bene 16,86 9,45t 7,094
Occupancy and Related Chary 94t 783 727
Other Operating Expens 8,37¢ 5,23¢ 5,09:
Total Expense 26,18« 1547¢ 12,91«
Fee Related Earning 79,08: 18,65 5,29

Investment Income (Los:
Gross Carried intere — — —
Less: Allocation to KKR carry poc — — —

Net carried interes

Other investment income (los 1,219,05: 349,67¢ (4,129
Total Investment Income (los 1,219,05: 349,67¢ (4,129

Income (Loss) before Income (Loss) Attributable to
Noncontrolling Interest 1,298,13! 368,33. 1,16¢
Income (Loss) Attributable to Noncontrolling Intetg 3,03¢ 581 (37
Economic Net Incom $ 1,295,10. $ 367,75. $ 1,20t

Year ended December 31, 2010 compared to year ebdegmber 31, 2009
Fees

Fees in our Capital Markets and Principetiities segment were $105.3 million for the yeaded December 31, 2010, an increase of
$71.2 million, from $34.1 million for the year ertiBecember 31, 2009. We completed 45 capital matkahsactions in 2010, as compared to
11 transactions in 2009. While each of the capitatkets transactions that we undertake in this segim separately negotiated, our fee rates
are generally higher with respect to underwriting tfferings of equity securities than with respgedhe issuance of debt securities, and the
amount of fees that we collect for like transactigenerally correlates with overall transactioesiZOur capital markets business is dependent
on the overall capital markets environment, whcimfluenced by equity prices, credit spreads aidtility.
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Expense:

Expenses were $26.2 million for the yeateghDecember 31, 2010, an increase of $10.7 miltos9.2%, from the year ended
December 31, 2009. The increase was primarily d@e$7.4 million increase in employee compensaiiwh benefits expense relating prime
to increased headcount in connection with the esiparof our business as well as to an increasecientive compensation resulting from the
improved overall financial performance of our capiharkets business.

Fee Related Earninc

Due primarily to the increase in fees dibsat above, fee related earnings in our Capitalkgtarand Principal Activities segment were
$79.1 million for the year ended December 31, 2@h0ncrease of $60.4 million, as compared to éeted earnings of $18.7 million during
the year ended December 31, 2009.

Investment Income (Los

The following table presents the componentsther investment income (loss) for the yeaideehDecember 31, 2010 and 2009.

Year Ended
December 31,
2010 2009

($ in thousands)
Net Realized Gains (Losse $ 26,241 $ 24,51¢
Net Unrealized Gains (Losse 966,86¢ 333,57¢
Dividend Income 226,61¢ 59¢
Interest Incom: 25,74¢ 5,10¢
Interest Expens (26,419 (14,117
Other Investment Income (Loss) $ 1,219,05. $ 349,67

The first nine months of 2009 did not irdduthe results of the net assets acquired from $iREe the Transactions were completed on
October 1, 2009. Accordingly, the 2009 amountsefinvestment income for the fourth quarter of2@0d the remainder of 2009 activity
primarily relates to interest expense at our capitrkets business.

In 2010, the net unrealized gains were atgag of $821.8 million of net unrealized gainsifrprivate equity investments, the most
significant of which were Dollar General CorporatiNYSE: DG) and NXP Semiconductors NV (NASDAQ: NXRvhich went public in the
third quarter of 2010, as well as $145.1 milliomet unrealized gains from non-private equity itrents (total net unrealized gains included
reversals of previously recorded unrealized los$&216.7 million related to the sale of investnsemtring the year). Net realized gains were
comprised of $150.3 million of realized gains frtime sale of certain private equity investments,niest significant of which was the partial
sale of Dollar General Corporation, and $124.1iarillof realized losses from the sale of non-privasity investments, which related
primarily to the write-off of our investment in AeiTechnical Support & Services S.a.r.l. (industsittor). Dividend income of $226.6 million
in 2010 primarily consisted of dividends earnedrfrdCA Inc. (healthcare sector).

In 2009, net unrealized gains were comgride$293.8 million of net unrealized gains fronivpte equity investments, the most signific
of which were Dollar General Corporation (NYSE: D@hich went public in the fourth quarter of 2000§P Semiconductors N.V. and
HCA Inc., as well as $39.8 million of net unreatizgains from non-private equity investments.

107




Table of Contents
Economic Net Income (Los

Economic net income in our Capital Markaatsl Principal Activities segment was $1.3 billian the year ended December 31, 2010, an
increase of $927.4 million, as compared to econoratancome of $367.8 million for the year ended®uaber 31, 2009. The increase in
investment income described above was the mainibatdr to the growth in economic net income.

Year ended December 31, 2009 compared to year ebdmember 31, 2008

Fees

Fees in our Capital Markets and Principetiities segment were $34.1 million for the yeaded December 31, 2009, an increase of
$15.9 million, or 87.4%, from the year ended Decen81i, 2008. The increase was due to an increabe imumber of capital markets
transactions during the period. We completed 1ltalaparkets transactions in 2009, as comparedttar&actions in 2008. These transactions
generated $34.1 million of underwriting, syndicatend other capital markets services fees in 20@@pared to $18.2 million in 2008. While
each of the capital markets transactions that vdedake in this segment is separately negotiatedie® rates are generally higher with respect
to underwriting the offerings of equity securitiéan with respect to the issuance of debt secsyiéied the amount of fees that we collect for
like transactions generally correlates with overalhsaction sizes.

Expense:

Expenses were $15.5 million for the yeatezhDecember 31, 2009, an increase of $2.6 milbori9.8%, from the year ended
December 31, 2008. Substantially all of the inceasas comprised of an increase in employee compensmad benefits expense resulting
from an increase in salaries and bonuses in 2008rinection with increased revenues when compar#tktprior period and, to a lesser ext
an increase in headcount.

Fee Related Earninc

Due primarily to the increases in fees antioned above, fee related earnings in our Calditakets and Principal Activities segment
were $18.7 million for the year ended December2BD9, an increase of $13.4 million, as comparddeaelated earnings of $5.3 during the
year ended December 31, 20

Investment Income (Los

The following table presents the componentsther investment income (loss) for the yeaideehDecember 31, 2009 and 2008.

Year Ended
December 31,
2009 2008

($ in thousands)
Net Realized Gains (Losse $ 2451¢ $ (21)
Net Unrealized Gains (Losse 333,57¢ —
Dividend Income 59¢ —
Interest Income 5,10¢ 48¢
Interest Expens (14,11 (4,599
Other Investment Income (Loss, $ 349,67¢ $ (4,129

The first nine months of 2009 did not irdduthe results of the net assets acquired from $iREe the Transactions were completed on
October 1, 2009. Accordingly, the 2009 amountsefl
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investment income for the fourth quarter of 2008 #re remainder of 2009 activity primarily relatesnterest expense at our capital markets
business. The 2008 amounts primarily reflect irteexpense from our capital markets business.

In 2009, net unrealized gains were comgride$293.8 million of net unrealized gains fronivpte equity investments, the most signific
of which were Dollar General Corporation (NYSE: D@hich went public in the fourth quarter of 2008¢P Semiconductors N.V. and HCA
Inc. (healthcare sector), as well as $39.8 milbdbnet unrealized gains from non-private equityeisiments.

Economic Net Income (Los

Economic net income in our Capital Marlaatsl Principal Activities segment was $367.8 millfonthe year ended December 31, 2009 as
compared to $1.2 million for the year ended Decam8lie2008. The increase in investment income asriieed above was the main contribi
to the increase in economic net income.

Segment Partners' Capite

The following table presents our segmeattieshent of financial condition as of December 3M,@

Capital Markets and

Private Markets Public Markets Principal Activities Total Reportable
Segment Segment Segment Segments

Cash and cash equivalel $ 229,72¢ $ 10,007 $ 516,54: $ 756,28(
Investment: — — 4,831,79! 4,831,79i
Unrealized carn 523,00: 3,001 — 526,00:
Other asset 194,42: 53,22: 39,73( 287,37¢
Total asset $ 947,15 $ 66,23( $ 5,388,07. $ 6,401,45
Debt obligations $ — % — $ 500,00 $ 500,00(
Other liabilities 104,24¢ 10,19: 45,83 160,27¢
Total liabilities 104,24¢ 10,19: 545,83’ 660,27¢
Noncontrolling interest (2,750 76€ 16,531 15,55
Partners' capite $ 844,65 $ 55,27: $ 4,825,69¢ $ 5,725,62
Total Reportable Segments Partners' Capital $ 5,725,62
Plus: Equity impact of Management Holdings Corp ather (52,74%)

Less: Noncontrolling Interests held by KKR Holding®. 4,346,38!

Total KKR & Co. L.P. Partners' Capital $ 1,326,49

Liquidity

We have managed our historical liquidity aapital requirements by focusing on our cash $ltwefore the consolidation of our funds and
the effect of normal changes in short term asseddiabilities, which we anticipate will be settléat cash within one year. Our primary cash
flow activities on an unconsolidated basis involfiegenerating cash flow from operations; (ii) gesiting income from investment activities;
(i) funding capital commitments that we have madleur funds; (iv) funding our growth initiative&;) distributing cash flow to our owners;
and (vi) borrowings, interest payments and repaysender credit agreements, the Senior Notes dret bbrrowing arrangements. As of
December 31, 2010, we had an available cash batdraggoroximately $0.8 billion.
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Sources of Casl

Our principal sources of cash consist shcand cash equivalents consists of amounts retéim: (i) our operating activities, including
the fees earned from our funds, managed account$olio companies, capital markets transactions @ther investment products;
(ii) realizations on carried interest from our istrent funds; (iii) realizations from principal istments; and (iv) borrowings under our credit
facilities and other borrowing arrangements degctibelow. In addition, a significant amount of casld cash equivalents was contributed to
the KKR Group Partnerships as part of the Trangasti

Carried interest is distributed to the gahpartner of a vehicle with a clawback or neslebaring provision only after all of the following
are met: (i) a realization event has occurred (sale of a portfolio company, dividend, etc.)) {iie vehicle has achieved positive overall
investment returns since its inception; and (ilipathe cost has been returned to investors vg#pect to investments with a fair value below
remaining cost.

We have access to funding under variougitcfacilities and other borrowing arrangementd tha have entered into with major financial
institutions or which we receive from the capitankets. The following is a summary of the princifgains of these facilities and other
borrowing arrangements:

Revolving Credit Agreemer

As of December 31, 2010, no borrowings werstanding on any of the revolving credit agreetmeescribed below. We may, however,
utilize these facilities prospectively in the nofroaurse of our operations.

. On February 26, 2008, Kohlberg Kravis Roberts & C®. entered into a credit agreement with a mij@ncial institution (the
"Corporate Credit Agreement"). The Corporate Crégiteement provided for revolving borrowings oftop$1.0 billion, with a
$50.0 million sublimit for swing-line notes and 2550 million sublimit for letters of credit. Thediity had a term of five years
that expired on February 26, 2013. During 2010, ameoutstanding under the Corporate Credit Agreemaaged from zero to
$98.0 million. On March 1, 2011, the terms of ther@brate Credit Agreement were amended, which eiagailability for
borrowings under the facility from $1.0 billion $700 million and extended the maturity, so thatfdedity now expires on
March 1, 2016. In addition, the KKR Group Partngstbecame c@orrowers of the facility, and KKR & Co. L.P. arftetissue
(as defined below) of the Senior Notes became gtersof the Corporate Credit Agreement, togethién wertain general
partners of our private equity funds.

. On February 27, 2008, KKR Capital Markets entergd & revolving credit agreement with a major ficiahinstitution (the
"KCM Credit Agreement"). The KCM Credit Agreemeag amended, provides for revolving borrowings ofa500 million
with a $500 million sublimit for letters of credithe KCM Credit Agreement has a maturity date dirbary 27, 2013. In March
2009, the KCM Credit Agreement was amended to redlue amounts available on revolving borrowings %700 million to
$500 million. As a result of this amendment, tharderparty returned approximately $1.6 million imaincing costs. Borrowings
under this facility may only be used for our cabpitearkets business. During 2010, there were no atscautstanding under the
KCM Credit Agreement.

. In June 2007, the KPE Investment Partnership emiate a five-year revolving credit agreement wateyndicate of lenders (the
"Principal Credit Agreement"). The Principal Cre8iiireement provides for up to $925.0 million of isersecured credit subject
to availability under a borrowing base determingdhe value of certain investments pledged as wol&security for obligatior
under the agreement. The borrowing base is sutgjertain investment concentration limitations #melvalue of the
investments constituting the borrowing base isextthp certain advance rates based on type oftimezd. In September 2009, a
wholly
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owned subsidiary of KKR assumed $65.0 million ofnenitments on the Principal Credit Agreement frore ofithe
counterparties to the agreement, which has effelgtireduced KKR's availability under the Princi@akdit Agreement on a
consolidated basis to $860.0 million. During 20d®ounts outstanding under the Principal Credit Agrent ranged from zero
to $810.0 million.

Senior Notes

. On September 29, 2010, KKR Group Finance Co. LIbg {tssuer"), a subsidiary of KKR Management HajgitCorp. and an
indirect subsidiary of KKR & Co. L.P., issued $5@@lion aggregate principal amount of 6.375% Seiotes (the "Senior
Notes"), which were issued at a price of 99.584%e Fenior Notes are unsecured and unsubordinatigétadns of the Issuer
and will mature on September 29, 2020, unlessezaddeemed or repurchased. The Senior Notes lyrefid unconditionally
guaranteed, jointly and severally, by KKR & Co. Land the KKR Group Partnerships. The guaranteeamsecured and
unsubordinated obligations of the guarantors. Téd@® Notes bear interest at a rate of 6.375% peu@, accruing from
September 29, 2010.

From time to time, we may borrow amountsatisfy general short-term needs of our busingsspkning short-term lines of credit with
established financial institutions. These amourgsganerally repaid within 30 days, at which timetsshort-term lines of credit would close.
There were no such borrowings as of December 310.20

Liquidity Needs

We expect that our primary liquidity need# consist of cash required to: (i) continue t@g our business, including funding our capital
commitments made to existing and future funds arydreet capital requirements of our capital marketsipanies; (ii) service debt obligations,
as well as any contingent liabilities that may gise to future cash payments; (iii) fund cash apeg expenses; (iv) pay amounts that may
become due under our tax receivable agreementdidfR Holdings; and (v) make cash distributions ic@wlance with our distribution policy.
We may also require cash to fund contingent olibgatincluding those under clawback and net-lossish arrangements. See "—Liquidity—
Contractual Obligations, Commitments and Contingggon an Unconsolidated Basis.” We believe thasthurces of liquidity described ab
will be sufficient to fund our working capital reigements for the next 12 months.

The agreements governing our active investrfunds generally require the general partnethefunds to make minimum capital
commitments to the funds, which usually range f@¥nto 4% of a fund's total capital commitmentsigalfclosing. In addition, as a result of
the Transactions, we are responsible for the uedaibmmitments once attributable to KPE's investmartnership as a

111




Table of Contents

partner in our private equity funds. The followitadple presents our uncalled commitments to ouvadtvestment funds as of December 31,
2010:

Uncalled
Commitments
($ in thousands)

Private Markets

2006 Func $ 362,68
European Fund I 300,54(
Asian Func 117,39¢
Infrastructure Fun 50,00(
E2 Investors (Annex Funt 30,83:
China Growth Funt 8,50¢
Natural Resources 5,41:
Other Private Markets Commitmer 1,26¢

Total Private Markets Commitmer 876,63t

Public Markets

Mezzanine Fun 34,10(
Capital Solutions Vehicle 13,00(

Total Public Markets Commitmen 47,10(
Total Uncalled Commitmen $ 923,73t

Historically, we have funded commitmentshwiash from operations that otherwise would bgitigted to our principals. We expect to
fund future commitments with available cash, praseieom realizations of principal assets and oimerrces of liquidity available to us.

We and our intermediate holding companygxable corporation for U.S. federal, state andll@acome tax purposes, may be required to
acquire KKR Group Partnership Units from time toeipursuant to our exchange agreement with KKR iHgtd KKR Management
Holdings L.P. made an election under Section 75#einternal Revenue Code that will remain in effer each taxable year in which an
exchange of KKR Group Partnership Units for commaits occurs, which may result in an increase iniotermediate holding company's
share of the tax basis of the assets of the KKRu@Rartnerships at the time of an exchange of KK8u@ Partnership Units. Certain of these
exchanges are expected to result in an increaserimtermediate holding company's share of theébtesis of the tangible and intangible assets
of the KKR Group Partnerships, primarily attribuabo a portion of the goodwill inherent in our lmess that would not otherwise have been
available. This increase in tax basis may increl@peeciation and amortization deductions for tapppses and therefore reduce the amount of
income tax our intermediate holding company woulteovise be required to pay in the future. Thigéase in tax basis may also decrease
(or increase loss) on future dispositions of cartaipital assets to the extent tax basis is akolctat those capital assets.

We have entered into a tax receivable ageeé with KKR Holdings requiring our intermediatelting company to pay to KKR Holdings
or transferees of its KKR Group Partnership Uni&aof the amount of cash savings, if any, in UeBlefal, state and local income tax that the
intermediate holding company actually realizes essalt of this increase in tax basis, as well%% &f the amount of any such savings the
intermediate holding company actually realizes essalt of increases in tax basis that arise ddettwe payments under the agreement. A
termination of the agreement or a change of cortald give rise to similar payments based on taxrgs that we would be deemed to realize
in connection with such events. This payment oliligais an obligation of our intermediate holdirgmpany and not of either KKR Group
Partnership. As such, the cash distributions tornom
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unitholders may vary from holders of KKR Group Rarship Units (held by KKR Holdings and othersjie extent payments are made under
the tax receivable agreements to selling holderskd® Group Partnership Units. As the payments cdféetual tax savings received by KKR
entities, there may be a timing difference betwibentax savings received by KKR entities and ttehqaayments to selling holders of KKR
Group Partnership Units. No cash payments were nma2i@10 under the tax receivable agreement.

We expect our intermediate holding comptanlgenefit from the remaining 15% of cash savitfgany, in income tax that it realizes. In
event that other of our current or future subsidi&ibecome taxable as corporations and acquire &KdRip Partnership Units in the future, ¢
we become taxable as a corporation for U.S. fediecaime tax purposes, we expect that each will fmecsubject to a tax receivable agreement
with substantially similar terms.

We intend to make quarterly cash distritmsiin amounts that in the aggregate are expesteahistitute substantially all of the cash
earnings of our investment management businessyeaechn excess of amounts determined by KKR todigssary or appropriate to provide
for the conduct of our business, to make appraopiiatestments in our business and our investmersfand to comply with applicable law
and any of our debt instruments or other agreem&#R does not intend to distribute gains on piiatinvestments, other than certain
additional distributions that KKR may determinemake. These additional distributions, if any, atemded to cover certain tax liabilities, as
calculated by KKR. When KKR & Co. L.P. receivestdizutions from the KKR Group Partnerships, KKR Hiolgs receives its pro rata share
of such distributions from the KKR Group PartnepshiFor the purposes of KKR's distribution polioyr distributions are expected to consist
of an amount consisting of (i) FRE, (ii) carry distitions received from KKR's investment funds whiave not been allocated as part of our
carry pool, and (iii) certain tax distributions aifiy. This amount is expected to be reduced byofporate and applicable local taxes if any,
(i) noncontrolling interests, and (iii) amountstelenined by KKR to be necessary or appropriatéiferconduct of our business and other
matters as discussed above.

The declaration and payment of any distiilms are subject to the discretion of the boardictors of the general partner of
KKR & Co. L.P. and the terms of its limited partskip agreement. There can be no assurance thalbuligins will be made as intended or at
all or that such distributions will be sufficiert pay any particular KKR & Co. L.P. unitholder'swa U.S. or non-U.S. tax liability.

Contractual Obligations, Commitments and Contingees on an Unconsolidated Basis

In the ordinary course of business, werente contractual arrangements that may requiteréucash payments. The following table sets
forth information relating to anticipated futuresbgpayments as of December 31, 2010 on an uncdatadi basis.

Payments due by Period
Types of Contractual Obligations <1 Year 1-3 Years 3-5 Years >5 Years Total
($ in millions)

Uncalled commitments to investme

funds(1) $ 9237 $ — $ — $ — $ 923.
Debt payment obligations(: — — — 500.( 500.(
Interest obligations on debt( 40.: 66.€ 66.¢€ 151.¢ 324.¢
Lease obligation 30.¢ 50.3 45.¢€ 96.2 223.(
Total $ 994¢ $ 116.¢ $ 11272 $ 7476 $ 1,971.¢

(1)  These uncalled commitments represent amounts caeahiiy us to fund a portion of the purchase priie for each
investment made by our investment funds. Becausiataontributions are due on demand, the abowencibments have
been presented as falling d
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within one year. However, given the size of sucmeatments and the rates at which our investmerdgumake
investments, we expect that the capital commitmprasented above will be called over a period vésH years. See "—
Liquidity—Liquidity Needs."

2 Represents Senior Notes which are presented gfossamortized discount.

(3)  These interest obligations on debt represent estufriaterest to be paid over the maturity of tHatesl debt obligation,
which has been calculated assuming no prepaymentaade and the related debt is held until itdl fimaturity date.
Future interest rates have been calculated usteg a effect as of December 31, 2010, includinty bariable and fixed
rates provided for by the relevant debt agreemdis.amounts presented above include accrued stteneoutstanding
indebtednes:

In the normal course of business, we afderénto contractual arrangements that contaiargety of representations and warranties and
that include general indemnification obligationsir@aximum exposure under such arrangements isowrkdue to the fact that the exposure
would relate to claims that may be made againgt tise future. Accordingly, no amounts have beeatuidied in our consolidated and combit
financial statements as of December 31, 2010 ngldati indemnification obligations.

The partnership documents governing owapei equity funds generally include a "clawbacldvision that, if triggered, may give rise t
contingent obligation that may require the genpeatner to return amounts to the fund for distiitnuto investors at the end of the life of the
fund. The terms of the Transactions require thatpoimcipals remain responsible for any clawbackgattion relating to carry distributions
received prior to the Transactions up to a maxinefi$223.6 million. Carry distributions arising selgsient to the Transactions may give ris
clawback obligations that will be allocated genlgred carry pool participants and the KKR GrouptRarships in accordance with the terms of
the instruments governing the KKR Group Partneshis of December 31, 2010, assuming that all applé private equity funds were
liguidated at no value, the amount of carried iesedistributed that would be subject to this clagkbprovision would be $697.0 million, of
which $473.4 million would be borne by KKR and $2&2#illion would be borne by our principals. Ha@ thvestments in such funds been
liquidated at their December 31, 2010 fair valdlks,clawback obligation would have been $61.5 onilliof which $55.9 million is recorded in
due from affiliates and $5.6 million is due fromnoontrolling interest holders.

The instruments governing certain of ouvate equity funds may also include a "net losgiglggprovision,” that, if triggered, may give
rise to a contingent obligation that may require general partners to contribute capital to thel ftio fund 20% of the net losses on investm
attributed to the limited partners of such fundcémnection with the "net loss sharing provisior®ftain of our private equity vehicles allocate
a greater share of their investment losses tolasve to the amounts contributed by us to thodgales. In these vehicles, such losses woul
required to be paid by us to the limited partnarhbse vehicles in the event of a liquidationraf fund regardless of whether any carried
interest had been previously distributed. Basetherfair market values as of December 31, 2010ethvuld have been no net loss sharing
obligation. If the vehicles were liquidated at zeatue, the net loss sharing obligation would hlagen approximately $1,094.0 million as of
December 31, 2010.

Unlike the "clawback” provisions, the KKRdsp Partnerships will be responsible for amounis wnder net loss sharing arrangements
and will indemnify our principals for personal gaatees that they have provided with respect to auodunts.

Contractual Obligations, Commitments and Contingeées on a Consolidated Basis

In the ordinary course of business, we @mdconsolidated funds enter into contractual ayeaments that may require future cash
payments. The following table sets forth informatielating to anticipated future cash paymentsf@egsember 31, 2010. This table differs
from the table
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presented above which sets forth contractual comerits on an unconsolidated basis principally bexthis table includes the obligations of
our consolidated funds.

Payments due by Perioc
Types of Contractual Obligations <1 Year 1-3 Years 3-5 Years >5 Years Total
($ in millions)

Uncalled commitments to investme

funds(1) $ 14,074 $ — $ — 3 — $ 14,074°
Debt payment obligations(. 171.¢ — 817.¢ 500.( 1,489.(
Interest obligations on debt( 55.1 102.2 192.2 151.¢ 500.¢
Lease obligation 30.¢ 50.3 45.€ 96.2 223.(
Total $ 14,332 $ 152t $ 1,055« $ 747.€ $ 16,287.(

Q) These uncalled commitments represent amounts caethidy us and our fund investors to fund the pusehaice paid
for each investment made by our investment funésaBse capital contributions are due on demandhtbee
commitments have been presented as falling duénngtiie year. However, given the size of such commeitts and the
rates at which our investment funds make investmeawe expect that the capital commitments preseattesie will be
called over a period of several years. See "—LidyH#eLiquidity Needs."

(2) Certain of our consolidated fund investment velsitlave entered into financing arrangements in adiorewith specific
investments with the objective of enhancing retuggch financing arrangements include $796.4 milbbfinancing
provided through total return swaps and $192.6ionilbf financing provided through a term loan aadalving credit
facilities. These financing arrangements have leggered into with the objective of enhancing retand are not direct
obligations of the general partners of our priveqaity funds or our management companies. The atrfiou8enior Note
offering is presented gross of unamortized discount

(3)  These interest obligations on debt represent estufriaterest to be paid over the maturity of tHatesl debt obligation,
which has been calculated assuming no prepaymentaade and the related debt is held until itdl fimaturity date.
Future interest rates have been calculated usteg a effect as of December 31, 2010, includinty bariable and fixed
rates provided for by the relevant debt agreemdits.amounts presented above include accrued stteneoutstanding
indebtednes:

Off Balance Sheet Arrangements

Other than contractual commitments andrdégal contingencies incurred in the normal cowfseur business, we do not have any off-
balance sheet financings or liabilities.

Consolidated Statement of Cash Flows

The accompanying consolidated and combstatgments of cash flows include the cash flonsuofconsolidated funds despite the fact
that we have only a minority economic interestiose funds. The assets of consolidated funds,gvass basis, are substantially larger thar
assets of our business and, accordingly, have statial effect on the cash flows reflected in combined statements of cash flows. The
primary cash flow activities of our consolidateadis involve: (i) raising capital from fund invesip(ii) using the capital of fund investors to
make investments; (iii) financing certain investrsawith indebtedness; (iv) generating cash flowsuh the realization of investments; and
(v) distributing cash flows from the realizationinfestments to fund investors. Because our catst@d funds are treated as investment
companies for accounting purposes, these cashdiipaunts are included in our cash flows from opereti
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Net Cash Provided by (Used in) Operating Activi

Our net cash provided by (used in) opegadictivities was $0.7 billion, $(0.3) billion an¢2$4) billion during the years December 31,
2010, 2009 and 2008, respectively. These amouimtggly included: (i) proceeds from sales of inveents net of purchases of investments by
our funds of $0.3 billion, $(1.2) billion, and $@).billion during the years ended December 31, 2@D09 an 2008, respectively; (ii) net
realized gains (losses) on investments of $2.i#bhill$(0.3) billion and $0.3 billion during the ysanded December 31, 2010, 2009 and 2008,
respectively; and (iii) change in unrealized gaingnvestments of $5.3 billion, $7.8 billion and $(2) billion during the years ended
December 31, 2010, 2009 and 2008, respectivelys&heounts are reflected as operating activitiee@ordance with investment company
accounting.

Net Cash Provided by (Used in) Investing Activi

Our net cash provided by (used in) investntivities was $(1.3) million, $(43.0) million @$(61.7) million during the years ended
December 31, 2010, 2009 and 2008, respectivelyifesting activities included the purchases ofifuire, equipment and leasehold
improvements of $13.1 million, $21.1 million and3¥1 million, as well as a (decrease) increasestricted cash and cash equivalents that
primarily funds collateral requirements of $(11n8)lion, $21.9 million and $4.5 million during thesars ended December 31, 2010, 2009 and
2008, respectively.

Net Cash Provided by (Used in) Financing Activi

Our net cash provided by (used in) finag@ntivities was $(0.5) billion, $0.7 billion an@.8 billion during the years ended December
2010, 2009 and 2008, respectively. Our financirtiyies primarily included: (i) contributions nef distributions, made to noncontrolling
interests, of $0.1 billion, $0.8 billion and $2.8ibn during the years ended December 31, 2010926hd 2008, respectively; (ii) repayment of
debt obligations net of proceeds received of $dl&m, $0.3 billion and $0.2 billion during the ges ended December 31, 2010, 2009 and .
respectively; and (iii) distributions net of coibtions to our equity holders of $0.1 billion, $®iftion and $0.1 billion during the years ended
December 31, 2010, 2009 and 2008, respectively.

Critical Accounting Policies

The preparation of our consolidated andhiaed financial statements in accordance with GA&duires our management to make
estimates and judgments that affect the reportezbiata of assets and liabilities, disclosure of cmw@nt assets and liabilities, and reported
amounts of fees, expenses and investment inconten@uagement bases these estimates and judgmeansitable information, historical
experience and other assumptions that we belie/esasonable under the circumstances. Howeveg #wnates, judgments and assumpt
are often subjective and may be impacted negatbv&bed on changing circumstances or changes ianalyses. If actual amounts are
ultimately different from those estimated, judgedissumed, revisions are included in the cons@lahd combined financial statements ir
period in which the actual amounts become knownb@lieve the following critical accounting policiesuld potentially produce materially
different results if we were to change underlyisgraates, judgments or assumptions. Please sem®tég to the consolidated and combined
financial statements included elsewhere in thisushiiReport on Form 10-K for further detail regaglur critical accounting policies.

Principles of Consolidatior

Our policy is to consolidate (i) those &as in which we hold a majority voting interestr@ve majority ownership and control over
significant operating, financial and investing dgens of the entity including those KKR funds inielhthe general partner is presumed to have
control or (ii) entities determined to be variablterest entities ("VIES") for which we are consield the primary beneficiary.
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The majority of the entities consolidatgdus are comprised of: (i) those entities in whighhave majority ownership and have control
over significant operating, financial and investiherisions and (ii) the consolidated KKR funds, etthére those entities in which we hold
substantive, controlling general partner or mangqgiember interests. With respect to the consoliEt€R funds, we generally have
operational discretion and control, and limitedtpars have no substantive rights to impact onggimgernance and operating activities of the
fund.

The consolidated KKR funds do not consdédhaeir majority owned and controlled investmentportfolio companies. Rather, those
investments are accounted for as investments aniédat fair value as described below.

The KKR funds are consolidated notwithstagdhe fact that we have only a minority econointerest in those funds. The consolidated
and combined financial statements reflect the ashabilities, revenues, expenses, investmentrirecand cash flows of the consolidated KKR
funds on a gross basis, and the majority of the@axic interests in those funds, which are heldhirgtparty investors, are attributed to
noncontrolling interests in the accompanying costéd and combined financial statements. Subsignéll of the management fees and
certain other amounts earned by us from those farglgliminated in consolidation. However, becahsecliminated amounts are earned from,
and funded by, noncontrolling interests, our atitdble share of the net income from those funifsxcigased by the amounts eliminated.
Accordingly, the elimination in consolidation ofcdtuamounts has no effect on net income (losshattble to KKR or KKR's partners' capital.

Noncontrolling interests represent the owhip interests held by entities or persons othan KKR.
Fair Value of Investments

Our consolidated funds are treated as tnwest companies under investment company accougtiitance for the purposes of GAAP
and, as a result, reflect their investments orctmesolidated and combined statement of financiatiition at fair value, with unrealized gains
losses resulting from changes in fair value refldcis a component of investment income in the didladed and combined statements of
operations. We have retained the specialized at¢icuof the consolidated funds.

We measure and report our investmentsdordance with fair value accounting guidance, whastablishes a hierarchical disclosure
framework that prioritizes and ranks the level @rket price observability used in measuring investis at fair value. Market price
observability is affected by a number of factongliding the type of investment and the charadtesispecific to the investment. Investments
with readily available actively quoted prices or ¥ehich fair value can be measured from activelgtgd prices generally will have a higher
degree of market price observability and a lessgrekt of judgment used in measuring fair value.

Investments measured and reported at &irevare classified and disclosed in one of thieighg categories:

Level I—Quoted prices are available inaetinarkets for identical investments as of the répg date. The type of investments
included in Level | include publicly listed equii@nd publicly listed derivatives. In addition, seties sold, but not yet purchased and
call options are included in Level I. We do notwstjthe quoted price for these investments, eveituations where we hold a large
position and a sale could reasonably affect theeguprice. We classified 26.0% of total investmeneasured and reported at fair ve
as Level | at December 31, 2010.

Level [I—Pricing inputs are other than qeabprices in active markets, which are either diyear indirectly observable as of the
reporting date, and fair value is determined thtotige use of models or other valuation methodokdiecertain cases, debt and equity
securities are valued on the basis of prices frorarderly transaction between market participantsiged by reputable dealers or
pricing services. In determining the value of atipafar investment, pricing
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services may use certain information with respettansactions in such investments, quotations flealers, pricing matrices, market
transactions in comparable investments and varelationships between investments. Investmentsiwdiie generally included in this
category include corporate bonds and loans, cablerebt indexed to publicly listed securities amdtain over-the-counter
derivatives. We classified 8.5% of total investnsemieasured and reported at fair value as LeveélDeaember 31, 2010.

Level lll—Pricing inputs are unobservabie the investment and include situations whereetliglittle, if any, market activity for
the investment. The inputs into the determinatibfaio value require significant management judgim@mestimation. Investments that
are included in this category generally includeaté portfolio companies held through our privajeity funds. We classified 65.5% of
total investments measured and reported at fairevas Level 11l at December 31, 2010. The valuadibour Level Il investments at
December 31, 2010 represents management's besatstf the amounts that we would anticipate remginn the sale of these
investments at such date.

In certain cases, the inputs used to medsimvalue may fall into different levels of tfar value hierarchy. In such cases, an investrs
level within the fair value hierarchy is based ba towest level of input that is significant to flaér value measurement. Our assessment of the
significance of a particular input to the fair valmeasurement in its entirety requires judgmert,ve@ consider factors specific to the
investment.

When determining fair values of investments use the last reported market price as oftttersent of financial condition date for
investments that have readily observable markeeprilf no sales occurred on such day, we usebildé frice at the close of business on that
date and, if sold short, the "asked" price at theecof business on that date day. Forward costexet valued based on market rates or prices
obtained from recognized financial data servicesjolers.

The majority of our private equity investmeare valued utilizing unobservable pricing irgplManagement's determination of fair valt
based upon the best information available for @gigircumstance and may incorporate assumptiongiteananagement's best estimates after
consideration of a variety of internal and exteffaators. We generally employ two valuation metHod@s when determining the fair value of
a private equity investment. The first methodoligtypically a market multiples approach that cdess a specified financial measure (such as
EBITDA) and recent public market and private tramnigas and other available measures for valuingpamable companies. Other factors such
as the applicability of a control premium or illidity discount, the presence of significant uncdidsted assets and liabilities and any favor
or unfavorable tax attributes are also considaneatriving at a market multiples valuation. Them®at methodology utilized is typically a
discounted cash flow approach. In this approachinaerporate significant assumptions and judgmantietermining the most likely buyer, or
market participant for a hypothetical sale, whicigm include an initial public offering, private eity investor, strategic buyer or a transaction
consummated through a combination of any of thevabBstimates of assumed growth rates, terminalegldiscount rates, capital structure
and other factors are employed in this approach. ultimate fair value recorded for a particulardatment will generally be within the range
suggested by the two methodologies, adjusted $oess related to achieving liquidity including sieegistration process, corporate governance
structure, timing, an initial public offering disaot and other factors, if applicable. As discussiedve, we utilize several unobservable pricing
inputs and assumptions in determining the fair @afiour private equity investments. These unoled#evpricing inputs and assumptions may
differ by investment and in the application of @atuation methodologies. Our reported fair valutnegtes could vary materially if we had
chosen to incorporate different unobservable pgidiputs and other assumptions.
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Approximately 26.0%, or $9.5 billion, an8.8%, or $6.6 billion, of the value of our invesmmewere valued using quoted market prices,
which have not been adjusted, as of December 30 26d December 31, 2009, respectively.

Approximately 74.0%, or $27.0 billion, and.4%, or $22.4 billion, of the value of our invesints were valued in the absence of readily
observable market prices as of December 31, 20d@acember 31, 2009, respectively. The majorittheke investments were valued using
internal models with significant unobservable mapaameters and our determinations of the fainesbf these investments may differ
materially from the values that would have resulfedadily observable market prices had existeddifional external factors may cause those
values, and the values of investments for whichitg@bservable market prices exist, to increasdemrease over time, which may create
volatility in our earnings and the amounts of asseid partners' capital that we report from timgne.

Our calculations of the fair values of @i’ company investments were reviewed by an indigervaluation firm, who provided third
party valuation assistance to us, which consistegdain limited procedures that we identified aaduested it to perform. Upon completior
such limited procedures, they concluded that threvédue, as determined by us, of those investmsuitgected to their limited procedures was
reasonable. The limited procedures did not invalwewudit, review, compilation or any other formegmination or attestation under generally
accepted auditing standards. The general partfiensrdunds are responsible for determining the ¥alue of investments in good faith, and
limited procedures performed by an independentatadn firm are supplementary to the inquiries amatpdures that the general partner of
each fund is required to undertake to determindainezalue of the investments.

Changes in the fair value of the investraeritour consolidated private equity funds may iotfthe net gains (losses) from investment
activities of our private equity funds as describeder "—Key Financial Measures—Investment Incobres$)—Net Gains (Losses) from
Investment Activities." Based on the investmentswf private equity funds as of December 31, 20d0estimate that an immediate 10%
decrease in the fair value of the funds' investsgeherally would result in a 10% immediate changeet gains (losses) from the funds'
investment activities (including carried interestem applicable), regardless of whether the investwas valued using observable market
prices or management estimates with significanbsaovable pricing inputs. However, we estimateiigact that the consequential decrease
in investment income would have on net incomelaiteible to KKR would be significantly less than #raount described above, given that a
majority of the change in fair value would be #ftfitiable to noncontrolling interests.

As of December 31, 2010, private equityestiments which represented greater than 5% ofdéhassets of consolidated private equity
funds included: (i) Dollar General valued at $3ilfidn; (ii) Alliance Boots valued at $2.5 billiorgnd (iii) HCA Inc. valued at $2.4 billion.

The majority of the value of the investngeint our consolidated fixed income funds were vadluging observable market parameters,
which may include quoted market prices, as of Ddzs31, 2010 and December 31, 2009. Quoted marioetspwhen used, are not adjusted.

Revenue Recognitio

Fees consist primarily of (i) monitoringdaimansaction fees that we receive from our pdgfebmpanies and capital markets activities and
(i) management and incentive fees that we recairectly from our unconsolidated funds. These feresbased upon the contractual terms of
the management and other agreements that we atdewith the applicable funds, portfolio comparéesl third parties. We recognize fees in
the period during which the related services aréopmed and the amounts have been contractualtyeean accordance with the relevant
management or other agreements. Incentive feescaraed either annually or quarterly after all augencies have been removed.
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KKR's private equity funds require the mgeraent company to refund up to 20% of any cash gemnant fees earned from limited
partners in the event that the funds recognizergedainterest. At such time as the fund recogniearried interest in an amount sufficient to
cover 20% of the management fees earned or a pdah@veof, a liability to the fund's limited partaes recorded and revenue is reduced fo
amount of the carried interest recognized, noiteeed 20% of the management fees earned. As ofnitiEre31, 2010, the amount subject to
refund for which no liability has been recorded rapgmates $58.7 million as a result of certain feimdt yet recognizing sufficient carried
interests. The refunds to the limited partnerspaiid, and the liabilities relieved, at such timattthe underlying investments are sold and the
associated carried interests are realized. Inubatahat a fund's carried interest is not suffiti@® cover all or a portion of the amount that
represents 20% of the earned management fees féesserould not be returned to the funds' limitadipers, in accordance with the respective
fund agreements.

Recognition of Investment Incom

Investment income consists primarily of tineealized and realized gains (losses) on invegsr(@cluding the impacts of foreign
currency on non-dollar denominated investmentsjddnd and interest income received from investsiant interest expense incurred in
connection with investment activities. Unrealizexdng or losses result from changes in the fairevaluour funds' investments during a period
as well as the reversal of unrealized gains oe#s connection with realization events. Upon désion of an investment, previously
recognized unrealized gains or losses are revarsg@ corresponding realized gain or loss is rezedrin the current period. While this
reversal generally does not significantly impaet et amounts of gains (losses) that we recognime investment activities, it affects the
manner in which we classify our gains and lossesdporting purposes.

Due to the consolidation of the majorityonir funds, the share of our funds' investmentrimedhat is allocable to our carried interests and
capital investments is not shown in the consolidated combined financial statements. Instead,thestment income that KKR retains in its
net income, after allocating amounts to noncoritrglinterests, represents the portion of its inwestt income that is allocable to us. Because
the substantial majority of our funds are consaédeand because we hold only a minority econom@rést in our funds' investments, our sl
of the investment income generated by our fund®dtment activities is significantly less than tbil amount of investment income presented
in its consolidated and combined financial stateisien

We recognize investment income with respeciur carried interests in investments of ouvate equity funds and davestment vehicle:
the capital invested by or on behalf of the genpaainers of our private equity funds and the natr@dling interests that third-party fund
investors hold in our consolidated funds.

Recognition of Carried Interests in Statement of &pations

Carried interests entitle the general gartf a fund to a greater allocable share of tinel'&iearnings from investments relative to the
capital contributed by the general partner andespondingly reduce noncontrolling interests' atitdble share of those earnings. Amounts
earned pursuant to carried interests in the KKRI$uare included as investment income in Net Gdiosdes) from Investment Activities and
are earned by the general partner of those funtietextent that cumulative investment returngpasgtive. If these investment returns decrt
or turn negative in subsequent periods, recogriaeded interest will be reduced and reflectedhasstment losses. Carried interest is
recognized based on the contractual formula s#t forthe instruments governing the fund as ifftned was terminated at the reporting date
with the then estimated fair values of the investtaeealized. Due to the extended durations ofpoivate equity funds, management believes
that this approach results in income recognitiat test reflects our periodic performance in theagament of those funds.
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The instruments governing our private ggfiinds generally include a "clawback" or, in certastances, a "net loss sharing" provision
that, if triggered, may give rise to a contingebligation that may require the general partneetann or contribute amounts to the fund for
distribution to investors at the end of the lifetloé fund.

Clawback Provision

Under a "clawback" provision, upon the laation of a private equity fund, the general partis required to return, on an after-tax basis,
previously distributed carry to the extent thate doi the diminished performance of later investmgthie aggregate amount of carry
distributions received by the general partner dytire term of the fund exceed the amount to whiehgeneral partner was ultimately entitled.

Prior to the Transactions, certain KKR pifrals who received carried interest distributiarith respect to the private equity funds had
personally guaranteed, on a several basis andctubja cap, the contingent obligations of the gaingartners of the private equity funds to
repay amounts to fund limited partners pursuatitéageneral partners' clawback obligations. Thesesf the Transactions require that KKR
principals remain responsible for clawback obligas relating to carry distributions received ptimthe Transactions up to a maximum of
$223.6 million.

Carry distributions arising subsequenti® Transactions are allocated generally to caro} participants and KKR in accordance with
terms of the instruments governing the KKR Groupraships.

Net Loss Sharing Provisiol

The instruments governing certain of ouvate equity funds may also include a "net lossiglggprovision," that, if triggered, may give
rise to a contingent obligation that may require general partners to contribute capital to thel ftio fund 20% of the net losses on
investments. In connection with the "net loss stgagrovisions,” certain of our private equity furad®cate a greater share of their investment
losses to us relative to the amounts contributedsotp those vehicles. In these vehicles, suctetoa®uld be required to be paid by our to the
limited partners in those vehicles in the everd d§uidation of the fund regardless of whether aagried interest had previously been
distributed. Unlike the "clawback” provisions, wélwe responsible for amounts due under net lbssisg arrangements and will indemnify
our principals for personal guarantees that thexe pgovided with respect to such amounts.

Recent Accounting Pronouncements

On January 1, 2010, KKR adopted guidanseed by the Financial Accounting Standards BodFA$B") related to VIEs. The
amendments significantly affect the overall corgaiion analysis, changing the approach taken bypeoies in identifying which entities are
VIEs and in determining which party is the primagneficiary. The guidance requires continuous assest of the reporting entity's
involvement with such VIEs. The guidance providdisnited scope deferral for a reporting entity'seirest in an entity that meets all of the
following conditions: (a) the entity has all théritutes of an investment company as defined uAdi@PA Audit and Accounting Guide,
Investment Companies, or does not have all thiatés of an investment company but is an entityfoich it is acceptable based on industry
practice to apply measurement principles that ansistent with the AICPA Audit and Accounting Guidievestment Companies, (b) the
reporting entity does not have explicit or implicitligations to fund any losses of the entity ttmild potentially be significant to the entity,
and (c) the entity is not a securitization entégset backed financing entity or an entity that feaserly considered a qualifying special
purpose entity. The reporting entity is requiregh¢oform a consolidation analysis for entities tipaalify for the deferral in accordance with
previously issued guidance on VIEs. Prior to thasien of the consolidation rules, KKR consolidatedubstantial
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majority of its investment vehicles except for KiS&ategic Capital Overseas Fund Ltd., KFN, KKR ké&eand Investments L.P., carry co-
investment vehicles and 8 North America Investdt. With respect to the unconsolidated investmehicles, these entities have qualified for
the deferral of the revised consolidation rules tredconsolidation analysis was based on the puswonsolidation rules. In addition, in
connection with the adoption of the new consolmatiules, KKR considered whether it was approptiateonsolidate five structured finance
vehicle subsidiaries of KFN. With respect to theaséties, the primary beneficiary was determinedédkFN, because KFN has the power to
direct the activities that most significantly imp#eese entities' economic performance and KFNolo#is the obligation to absorb losses of tl
entities and the right to receive benefits fromsthentities that could potentially be significamthiese entities. See Note 11, "Related Party
Transactions" for financial information relateddBN. Accordingly, the revised consolidation rules/b not resulted in the consolidation or
deconsolidation of any entities. As a result, Kkdhsolidates the same entities both before and aftepting these new rules.

The revised guidance also enhances théodige requirements for a reporting entity's ineshent with VIES, including presentation on
the consolidated statements of financial conditibassets and liabilities of consolidated VIEs whiceet the separate presentation criteria and
disclosure of assets and liabilities recognizeth@consolidated statements of financial conditind the maximum exposure to loss for those
VIEs in which a reporting entity is determined tmt be the primary beneficiary but in which it hagagiable interest. Disclosures relating to
KKR's involvement with VIEs are disclosed withingiiNote.

In January 2010, the FASB issued guidamcienproving disclosures about fair value measurémeérhe guidance requires additional
disclosure on transfers in and out of Levels | Bridir value measurements in the fair value hielngrand the reasons for such transfers. In
addition, for fair value measurements using sigaifit unobservable inputs (Level 1ll), the recomtitin of beginning and ending balances shall
be presented on a gross basis, with separate sliselof gross purchases, sales, issuances areireits and transfers in and transfers out of
Level Ill. The new guidance also requires enhartisdosures on the fair value hierarchy to disaggte disclosures by each class of asset
liabilities. In addition, an entity is required poovide further disclosures on valuation technigaied inputs used to measure fair value for fair
value measurements that fall in either Level ILevel Ill. The guidance is effective for interimchannual periods beginning after
December 15, 2009, except for the disclosures ghaehases, sales, issuances, and settlementsiialtfiorward of activity in Level IlI fair
value measurements, which are effective for figealrs beginning after December 15, 2010. KKR adbtite guidance, excluding the
reconciliation of Level Il activity. As the guidaa is limited to enhanced disclosures, adoptiomdichave an impact on KKR's financial
statements.

ITEM 7A. QUALITATIVE AND QUANTITATIVE DISCLOSURE S ABOUT MARKET RISK

Our exposure to market risks primarily tegato our role as general partner or manager rofumas and sensitivities to movements in the
fair value of their investments, including the efféhat those movements have on the managemenarfieesarried interests that we receive. We
have an increased exposure to market risks asiti ofshe principal assets. The fair value of istreents may fluctuate in response to changes
in the value of securities, foreign currency exaerates and interest rates.

Market Risk

Our funds hold investments that are regbatefair value. Net changes in the fair valuenveistments impact the net gains from
investments in our combined statements of operstiBased on the investments of our funds as of dbee 31, 2010, we estimate that a 10%
decrease in the fair value of our funds' investmerduld result in a corresponding reduction in Btagent income. However, we estimate the
impact that the consequential decrease in investineome would have on
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our reported income attributable to Group Holdingmld be significantly less than the amount presg@tbove, given that a substantial
majority of the change in fair value would be #ftfitiable to noncontrolling interests.

Our base management fees in our privatéyefyunds are calculated based on the amount dafalagpmmitted or invested by a fund, as
described under "Business—Our Segmerfsivate Markets." In the case of our Public Markmisiness, management fees are often calct
based on the average NAV of the fund, vehicle pecglty finance company, for that particular pdrido the extent that base management
are calculated based on the NAV of the fund's itmests, the amount of fees that we may chargebeilhcreased or decreased in direct
proportion to the effect of changes in the fairneadf the fund's investments. The proportion ofrmanagement and other amounts that are
based on NAV depends on the number and type offimdxistence. Currently, a majority of our privaiguity funds are based on a percer
of committed or invested capital.

Securities Market Risl

Our investment funds make certain investsanportfolio companies whose securities are iplyptraded. The market prices of securities
may be volatile and are likely to fluctuate duetoumber of factors beyond our control. These fadteclude actual or anticipated fluctuations
in the quarterly and annual results of such comgsaar of other companies in the industries in whigy operate, market perceptions
concerning the availability of additional secustiler sale, general economic, social or politi@tlelopments, industry conditions, changes in
government regulation, shortfalls in operating hessiiom levels forecasted by securities analytbis general state of the securities markets and
other material events, such as significant manageofenges, re-financings, acquisitions and disipos. In addition, although our private
equity funds primarily hold investments in porttbotompanies whose securities are not publicly ttattee value of these investments may also
fluctuate due to similar factors beyond our cona®described above for portfolio companies wheserities are publicly traded.

Exchange Rate Risl

Our private equity funds make investmeragiftime to time in currencies other than thoseliich their capital commitments are
denominated. Those investments expose us and ndirivestors to the risk that the value of the streents will be affected by changes in
exchange rates between the currency in which thigat@ommitments are denominated and the currémeghich the investments are made.
Our policy is to minimize these risks by employimedging techniques, including using foreign curyeagtions and foreign exchange contr:
to reduce exposure to future changes in exchange waen our funds have invested a meaningful atafusapital in currencies other than 1
currencies in which their capital commitments azaa@minated.

Because most of the capital commitmentsutofunds are denominated in U.S. dollars, our prinexposure to exchange rate risk relates
to movements in the value of exchange rates bettyeel.S. dollar and other currencies in whichiouestments are denominated (primarily
euros, British pounds, Indian rupees and Australialtars). We estimate that a simultaneous paraitetement by 10% in the exchange rates
between the U.S. dollar and all of the major foneigrrencies in which our funds' investments weneamninated as of December 31, 2010
would result in net gains or losses from investnaatitvities of our funds of $844.8 million. Howeyere estimate that the effect on its income
before taxes and its net income from such a chamged be significantly less than the amount presgatbove, because a substantial majority
of the gain or loss would be attributable to nortcating interests in our funds.
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Credit Risk

We are party to agreements providing fofouss financial services and transactions thataiordan element of risk in the event that the
counterparties are unable to meet the terms of ageements. In these agreements, we depend @ndbesterparties to make payment or
otherwise perform. We generally endeavor to mingromr risk of exposure by limiting the counterpestivith which we enter into financial
transactions to reputable financial institutiomsatidition, availability of financing from finandimstitutions may be uncertain due to market
events, and we may not be able to access theseiivgamarkets.

Interest Rate Risl

We have debt obligations that include reing credit agreements and certain investment Gimgnarrangements structured through the
of total return swaps which effectively convertrthparty capital contributions into our borrowing$iese debt obligations accrue interest at
variable rates, and changes in these rates wofiddtafie amount of interest payments that we wbale to make, impacting future earnings
and cash flows. Based on our debt obligations dayaiDecember 31, 2010 (inclusive of debt oblgadiof our consolidated funds), we
estimate that interest expense relating to variediks would increase on an annual basis by $9l@min the event interest rates were to
increase by 100 basis points. The estimated ingraaiterest expense is solely on the debt obligatf our consolidated funds.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Unitholders of KKRG®S. L.P.:

We have audited the accompanying conseliahd combined statements of financial conditioKR & Co. L.P. (the "Company") as
December 31, 2010 and 2009, and the related cdiasetl and combined statements of operations, changejuity, and cash flows for each of
the three years in the period ended December 31.Ahese consolidated and combined financial statgs are the responsibility of the
Company's management. Our responsibility is to@sgpan opinion on the consolidated and combinechfilal statements based on our audits.

We conducted our audits in accordance thighstandards of the Public Company Accounting €igat Board (United States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whethdindoecial statements are free of material
misstatement. The Company is not required to hawewere we engaged to perform, an audit of isriral control over financial reporting.

Our audits included consideration of internal cohtrver financial reporting as a basis for desigranidit procedures that are appropriate in the
circumstances, but not for the purpose of exprgsaimopinion on the effectiveness of the Companyésnal control over financial reporting.
Accordingly, we express no such opinion. An autfibancludes examining, on a test basis, evideopparting the amounts and disclosures in
the financial statements, assessing the accouptingiples used and significant estimates made dgagement, as well as evaluating the
overall financial statement presentation. We belithat our audits provide a reasonable basis foopimion.

In our opinion, such consolidated and comabifinancial statements present fairly, in all eniad respects, the financial position of
KKR & Co. L.P. as of December 31, 2010 and 2009, thie results of their operations and their casWwdlfor each of the three years in the
period ended December 31, 2010, in conformity \@itbounting principles generally accepted in thetéé¢hBtates of America.

As discussed in Note 5 to the consolidatedi combined financial statements, the financetkestents include investments valued at
$23.9 billion (62% of total assets) and $19.4 &ill(64% of total assets) as of December 31, 208®8A9, respectively, whose fair values
have been estimated by management in the abseneadily determinable fair values. Managementsnades are based on the factors
described in Note 2.

/s/ Deloitte & Touche LLP

New York, New York
March 7, 2011
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KKR & CO. L.P.

CONSOLIDATED AND COMBINED STATEMENTS OF FINANCIAL C ONDITION
(Amounts in Thousands, Except Unit Data)

December 31 December 31
2010 2009
Assets
Cash and Cash Equivalel $ 738,69: $ 546,73¢
Cash and Cash Equivalents Held at Consolidatediés 695,90: 282,09:
Restricted Cash and Cash Equivale 60,48: 72,29¢
Investments, at Fair Valt 36,449,77 28,972,94
Due from Affiliates 136,55t 123,98t
Other Asset: 309,75¢ 223,05:
Total Assets $38,391,15 $ 30,221,11
Liabilities and Equity
Debt Obligations $ 1,486,960 $ 2,060,18!
Due to Affiliates 18,04 87,74
Accounts Payable, Accrued Expenses and Other [tiabi 886,10t 711,70
Total Liabilities 2,391,11! 2,859,63!
Commitments and Contingencie:
Equity
KKR & Co. L.P. Partners' Capital (212,770,091 afd 202,226
common units issued and outstanding as of DeceBihet010 anc
December 31, 2009, respective 1,324,53 1,012,65!
Accumulated Other Comprehensive Inca 1,96: 1,19:
Total KKR & Co. L.P. Partners' Capit 1,326,49: 1,013,84!
Noncontrolling Interests in Consolidated Entit 30,327,16 23,275,27
Noncontrolling Interests held by KKR Holdings L. 4,346,38! 3,072,36!
Total Equity 36,000,044  27,361,48
Total Liabilities and Equity $38,391,15 $ 30,221,11

See notes to consolidated and combined financtdsients.
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KKR & CO. L.P.

CONSOLIDATED AND COMBINED STATEMENTS OF OPERATIONS
(Amounts in Thousands, Except Unit and Per Unit Dat)

For the Years Ended December 3]

2010 2009 2008
Revenues
Feec $ 435,38« $ 331,27 $ 235,18:
Expenses
Employee Compensation and Bene 1,344,45! 838,07 149,18:
Occupancy and Related Char 39,69: 38,01z 30,43(
General, Administrative and Oth 311,14° 264,39¢ 179,67:
Fund Expense 67,36¢ 55,22¢ 59,10z
Total Expenses 1,762,66: 1,195,71 418,38t¢
Investment Income (LosS)
Net Gains (Losses) from Investment Activit 7,755,091 7,505,00! (12,944,72)
Dividend Income 1,250,29: 186,32 75,44
Interest Income 226,82 142,11 129,60:
Interest Expens (53,099 (79,639 (125,56,
Total Investment Income (Loss] 9,179,10: 7,753,80: (12,865,23)
Income (Loss) Before Taxes 7,851,83. 6,889,36! (13,048,44)
Income Taxes 75,36( 36,99¢ 6,78¢
Net Income (Loss) 7,776,47. 6,852,37. (13,055,23)

Less: Net Income (Loss) Attributable

Noncontrolling Interests in Consolidated

Entities 6,544,011 6,119,38: (11,850,76)
Less: Net Income (Loss) Attributable

Noncontrolling Interests held by KKR

Holdings L.P. 899,27 (116,696 —
Net Income (Loss) Attributable to KKR & Co.
L.P. $ 333,17¢ $ 849,68! $ (1,204,47)
October 1,
2009
through

December 31,
2009

Net Loss Attributable to KKR & Co. L.P. $ (78,22))

Net Income (Loss) Attributable to
KKR & Co. L.P. Per Common Unit

Basic $ 16z $ (.398)

Diluted $ 162 $ (.39
Weighted Average Common Units Outstandin

Basic 206,031,68 204,902,22

Diluted 206,039,24 204,902,22

See notes to consolidated and combined financtdsients.
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KKR & CO. L.P.

CONSOLIDATED AND COMBINED STATEMENTS OF CHANGES IN EQUITY

(Amounts in Thousands, Except Unit Data)

KKR & Co. L.P.

Accumulated Noncontrolling Noncontrolling
Other Total

Comprehensive  Interests in Interests Comprehensive

Common Partners' Consolidated  held by KKR

Units Capital Income Entities Holdings L.P. Income

Total
Equity

January 1, 2008 — $ 1,507,69: $ 9,652 $ 28,749,81 $ —
Comprehensive

Income:
Net Income

$ 30,267,16

(Loss) (1,204,47) (11,850,76) $ (13,05523) (13,055,23)

Other
Comprehensi
Income-
Currency
Translation

Adjustment (8,407 (18) (8,425)

(8,425)

Total
Comprehensit

Income $ (13,063,65) (13,063,65)

Purchase of
Noncontrolling
Interests in
Consolidated
Entities by
KKR Group
Holdings L.P. (6,285)
Capital
Contributions 103,36¢ 3,942,54
Capital
Distributions (255,95)) (1,136,819
Balance at
December 31,
2008 — 150,63« 1,24t 19,698,47 —
Comprehensive
Income:
Net Income

(Loss) 927,90¢ 4,674,72 $ 5,602,63:

Other
Comprehensi
Income-
Currency
Translation

Adjustment 2,417 5 2,422

(6,28%)
4,045,91!

(1,392,77)

19,850,35

5,602,63:

2,422

Total
Comprehensit

Income $ 5,605,05!

5,605,05!

Capital

Contributions 35,49¢ 1,935,04.
Capital

Distributions (320,76() (993,28¢)

Balance at
September 30,
2009 — 793,27¢ 3,662 25,314,96 —

Non-Contributec

Assets (1996

Fund L.P.) (146,449 (761,230
Retained

Interests (368,909 (36) 464,22"
Reallocation of

Net Assets

from KKR PEI

Investments L 3,029,071 (3,029,071
Contributions of

Net Assets of

KPE 450,85
Reallocation of

Interests to

KKR

Holdings L.P. (2,630,49) (2,53¢) 2,633,02!

Deferred Tax
Effects
Resulting fron
the

1,970,54:

(1,314,04)

26,111,90

(907,689

95,28(

450,85!



Transaction:

Balance at
October 1,
2009

Comprehensive
Income:

Net Income
(Loss)

Other
Comprehensi
Income-
Currency
Translation
Adjustment

Total
Comprehensi'
Income

Equity Based
Compensatiol

Capital
Contributions

Capital
Distributions

Balance at

December 31,
2009

(36,547

25,713,80

1,249,73i 1,249,73i

358 352

1,250,09 1,250,09.

(36,547

204,902,222  1,090,80. 1,08¢ 21,988,88 2,633,02!
(78,22) 1,444,65! (116,690 $

108 3 245
$

562,37

72 470,15 16¢

(628,42 (6,760)

204,902,222  1,012,65 1,19¢ 23,275,27 3,072,361

(continued)
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KKR & CO. L.P.

CONSOLIDATED AND COMBINED STATEMENTS OF CHANGES IN EQUITY (Continued)
(Amounts in Thousands, Except Unit Data)

January 1, 201C

Comprehensive
Income:

Net Income
(Loss)

Other
Comprehensi
Income-
Currency
Translation
Adjustment

Total
Comprehensi
Income

Exchange of
KKR
Holdings L.P.
Units to
KKR & Co. L.
Common
Units

Deferred Tax
Effects
Resulting
from
Exchange of
KKR
Holdings L.P.
Units to
KKR & Co. L.
Common
Units

Equity Based
Compensatio

Capital
Contributions

Capital
Distributions

Balance at
December 31,
2010

KKR & Co. L.P.

Accumulated

Noncontrolling Noncontrolling

Total
Comprehensive  Interests in Interests Comprehensive

Common Partners' Consolidated  held by KKR Total

Units Capital Income Entities Holdings L.P. Income Equity
204,902,22  1,012,65! 1,19: 23,275,27 3,072,36! 27,361,48
333,17¢ 6,544,011 899,27 $ 7,776,47 7,776,47.
682 9 28¢ 97¢ 97¢
$ 7,777,44 7,777,44!
7,867,86! 69,94( 59 (69,999 —
674 28 70z
824,19: 824,19:
4,954,67! 40,67: 4,995,34
(91,919 (4,446,81) (420,400 (4,959,13))
212,770,09 $1,324,531 $ 1,96: $ 30,327,116 $ 4,346,38! $36,000,04

See notes to consolidated and combined financsients.
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KKR & CO. L.P.

CONSOLIDATED AND COMBINED STATEMENTS OF CASH FLOWS
(Amounts in Thousands)

Cash Flows from Operating Activities
Net Income (Loss

Adjustments to Reconcile Net Income (Loss) to
Net Cash Provided (Used)by Operating
Activities:

Non-Cash Equity Based Paymel

Net Realized (Gains) Losses on Investm:

Change in Unrealized (Gains) Losses on
Investments

Other Noi-Cash Amount:

Cash Flows Due to Changes in Operating Asse

and Liabilities:

Change in Cash and Cash Equivalents Held ¢
Consolidated Entitie

Change in Due from/(to) Affiliate

Change in Other Asse

Change in Accounts Payable, Accrued Expen
and Other Liabilities

Investments Purchas:

Cash Proceeds from Sale of Investm

Net Cash Provided (Used) by Operat
Activities
Cash Flows from Investing Activities
Change in Restricted Cash and Cash Equiva
Purchase of Noncontroling Intere
Purchase of Furniture, Equipment and Lease
Improvements

Net Cash Provided (Used) by Invest
Activities
Cash Flows from Financing Activities
Distributions to Noncontrolling Interests in
Consolidated Entitie
Contributions from Noncontrolling Interests
Consolidated Entitie
Distributions to KKR Holdings L.P
Contributions from KKR Holdings L.P
Cash Attributed to Non-Contributed Assets
(1996 Fund L.P.
Contributions from KKR Private Equity
Investors, L.P.
Distributions to Partnel
Contributions from Partne!
Proceeds from Debt Obligatio
Repayment of Debt Obligatiol
Deferred Financing Cost (Incurred) Returt
Net Cash Provided (Used) by Financ
Activities
Net Change in Cash and Cash Equivalent
Cash and Cash Equivalents, Beginning of \
Cash and Cash Equivalents, End of Y

For the Years Ended December 3]

2010

2009

2008

$ 7,776,47. $ 6,852,37. $ (13,055,23)

824,19 562,37: —
(2,411,51) 314,40° (253,41()
(5,343,58)  (7,819,41)  13,198,13

(20,979) (1,397) 2,387
(416,25/) 690,37 (565,60+)
(119,58 (21,830) 14,08(
(79,616 (21,826) 87,33¢
266,97 344,13’ 28,72
(5,396,70)  (2,795,65)  (3,438,32)
5,653,98.  1,549,15: 1,535,75.
733,30 (347,31)  (2,446,15)
11,81¢ (21,909) (4,47))
— — (44,177)
(13,08:) (21,05() (13,10/)
(1,265) (42,95¢) (61,74%)
(4,446,81) (1,586,30)  (1,136,81)
4,954,670 2,405,19 3,942,54
(420,400 (6,760) —
40,67 16¢ —
— (20,24’) —

— 470,26 —
(91,919 (211,069 (250,35¢)
— 35,57 103,36¢
652,80 503,46 813,80
(1,225,42)  (852,50)  (1,018,38)
(3,780) 572 (19,65¢)
(540,17) 738,36 2,434,50:
191,95 348,00: (73,39¢)
546,73 198,64¢ 272,041
$ 73869 $ 546,73 $ 198,64

(continued)
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CONSOLIDATED AND COMBINED STATEMENTS OF CASH FLOWS (Continued)
(Amounts in Thousands)

For the Years Ended December 3]

2010 2009 2008
Supplemental Disclosures of Cash Flow Informatiol
Payments for Intere: $ 66,11( $ 40,25¢ $ 70,95:
Payments for Income Tax $ 91,117 $ 8,45/ § 4,53¢
Supplemental Disclosures of Nc-Cash Activities
Non-Cash Debt Financing/Purchase of Investm $ — 3 — $ 625,00(
Non-Cash Contributions of Stock Based Compens:
from KKR Holdings L.P. $ 824,190 $ 562,370 $ —
Non-Cash Distributions to Noncontrolling Interests
Consolidated Entitie $ — 3 35,41¢ $ —
Non-Cash Contributions from KKR Private Equity
Investors, L.P. $ — $ (19/41) % —
Non-Cash Distributions to Controlling Equity Holde $ — $ 109,69: $ 5,59¢
Non-Cash Distributions to KKR Holdings L.F $ — $ 89,008 $ —
Restricted Stock Grant from Affiliaf $ — $ $ 15,93¢
Proceeds Due from Unsettled Investment S $ (2,52) $ 7,73 $ —
Unsettled Purchase of Investme $ 4273t $ (968) $ —
Change in Contingent Carried Interest Repayr
Guarantet $ (21,139 $ (18,159 $ —
Realized Gains on Extinguishment of D $ — $ 19,761 $ =
Realized Gains on Repayment of D $ 8,23t $ — 3 —
Unrealized Gains (Losses) on Foreign Exchange dn
Obligations $ (5,525 $ (12,286 $ (35,629
Conversion of Interest Payable into Debt Obligati $ 2,10C $ 11,57¢ $ —
Change in Foreign Exchange on Cash and Cash
Equivalents Held at Consolidated Entit $ (2449 $ 12,62¢ $ (14,037
Exchange of KKR Holdings L.P. Units to
KKR & Co. L.P. Common Unit: $ 69,99¢ $ — 3 —
Net Deferred Tax Effects Resulting from Exchang
KKR Holdings L.P. Units to KKR & Co. L.P.
Common Units including the effect of the tax
receivable agreeme $ 70z $ — $ —
Reorganization Adjustments
Due From Affiliates $ — 3 94,53¢ $ —
Other Asset: $ — $ 17,257 $ —
Accounts Payable, Accrued Expenses and Other
Liabilities $ — 3 53,04 $ —
Noncontrolling Interests in Consolidated Entit $ — $ (2,564,84) $ —
Deconsolidation of Consolidated Entities(1):
Cash and Cash Equivalents Held at Consolidatedi€s  $ — $ 5,48t $ —
Investments, at Fair Valt $ — $ 911,60 $ —
Due From Affiliates $ — $ 3,706 $ —
Accounts Payable, Accrued Expenses and Other itiab  $ — $ 33,35. $ —
Noncontrolling Interests in Consolidated Entit $ — $ 761,23t $ —

See notes to consolidated and combined financisients.
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KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS

(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
1. ORGANIZATION AND BASIS OF PRESENTATION

KKR & Co. L.P. (NYSE:KKR), together withsittonsolidated subsidiaries ("KKR"), is a leadithgp@l investment firm that is involved in
providing a broad range of investment managemenmicss to investors and provides capital marketgioes for the firm, its portfolio
companies and clients. Led by Henry Kravis and @edtoberts, KKR conducts business through 14 affizeund the world, which provide
global platform for sourcing transactions, raisgagital and carrying out capital markets activiti€ KR operates as a single professional
services firm and carries out its investment atéigiunder the KKR brand name.

KKR & Co. L.P. (the "Partnership") was fathas a Delaware limited partnership on June 287 20d its general partner is KKR
Management LLC (the "Managing Partner"). The Pastmp is the parent company of KKR Group Limitedhieh is the non-economic general
partner of KKR Group Holdings L.P. ("Group Holdirigsand the Partnership is the sole limited partfegroup Holdings. Group Holdings
holds a controlling economic interest in each pK&KR Management Holdings L.P. ("Management Holdif)ghrough KKR Management
Holdings Corp., a Delaware corporation which isoandstic corporation for U.S. federal income taxpoeges, and (i) KKR Fund Holdings L.P.
("Fund Holdings" and together with Management Haddi, the "KKR Group Partnerships") directly andbtigh KKR Fund Holdings GP
Limited, a Cayman Island limited company which disregarded entity for U.S federal income tax psgs. Group Holdings also owns cer
economic interests in Management Holdings througihally-owned Delaware corporate subsidiary of KkRRnagement Holdings Corp. and
certain economic interests in Fund Holdings throadbelaware partnership of which Group Holdingthesgeneral partner with a 99%
economic interest and KKR Management Holdings Cisrp.limited partner with a 1% economic inter@$te Partnership, through its
controlling equity interests in the KKR Group Pantships, is the holding partnership for the KKRibass.

Reorganization and Combination Transactions

Prior to October 1, 2009, KKR's business wanducted through multiple entities for whichréhevas no single holding entity, but were
under common control of senior KKR principals ("8erPrincipals"), and in which Senior PrincipalsdlatkR's other principals and
individuals held ownership interests (collectivelye "Predecessor Owners").

In addition, KKR sponsored the investmegtiicle KKR Private Equity Investors, L.P. ("KPEWhich was a Guernsey limited partnership
that traded publicly on Euronext Amsterdam undergymbol "KPE". KPE was controlled by Senior Prirads through their general partner
interest. Substantially all of the economic intéseés KPE were held by third party investors thriodigeir limited partner interests. From the
date of its formation, all of KPE's investments &varade through another Guernsey limited partnergtdir PEI Investments, L.P. ("KPE
Investment Partnership"), of which KPE was the $ialited partner. The KPE Investment Partnershig aantrolled by Senior Principals
through their general partner interest. Substdptill of the economic interests in the KPE InvestimPartnership were held by KPE throug
limited partner interest. KPE was established gdlehold limited partner interests in the KPE Istreent Partnership and since its inception,
KPE had no substantive operating activities othantthe investing activities conducted throughKP& Investment Partnership.
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KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
1. ORGANIZATION AND BASIS OF PRESENTATION (Continue d)

In order to facilitate the Combination Tsantion (defined below) KKR completed a seriegafisactions (the "Reorganization
Transactions"), pursuant to which KKR's business m@rganized under the KKR Group Partnerships.rébeganization involved a
contribution of certain equity interests in KKRssinesses that were held by KKR's Predecessor Gvwm¢ne KKR Group Partnerships in
exchange for 100% of the interests in the KKR GrBaptnerships.

On October 1, 2009, the Partnership and BE#&t&pleted a transaction to combine the investmeamtagement business of KKR with the
assets and liabilities of KPE (the "Combinationfi&action" and together with the Reorganization Saations, the "Transactions"). The
Combination Transaction involved the contributidralh of KPE's assets and liabilities to the KKRoBp Partnerships in exchange for a 30%
interest in the KKR Group Partnerships. The asmedsliabilities contributed to the KKR Group Parsteps by KPE included $3.0 billion of
limited partner interests in the KPE Investmentiaship, $470.3 million of cash and cash equivalesnd $19.4 million of net other
liabilities. The net asset value per unit of KPEtloa date of the Transactions was greater thapuhgcly traded unit value of KPE on that
same date. Due to a variety of reasons, includiedgdct that the holders of publicly traded uniéserally hold passive interests with little
influence over the operations of a fund and itseulyihg investments and are not able to redeenn théis at net asset value, net asset valu
publicly traded closed-end funds are not necegsenilrelated to the public market capitalizatioheTCombination Transaction was negotiated
on an arms-length basis with the independent dirsaif KPE's general partner and unanimously aggutdoy the board of directors of KPE's
general partner, acting upon the unanimous recordatem of the independent directors of KPE's gdrgaener. In addition, the Combination
Transaction was consented to by holders of a mgjofiKPE units, excluding any KPE units whose @ntgights were controlled by KKR or
its affiliates.

Common control transactions are accourdgedrider Accounting Standards Code ("ASC") 805B#rause KPE, the KPE Investment
Partnership and the other entities included ircthresolidated and combined financial statements weder the common control of the Senior
Principals both prior to and following the comptetiof the Transactions, in accordance with ASC B0%he Transactions are accounted for as
transfers of interests under common control. Acicgylgt, no new basis of accounting has been estadalisipon completion of the Transactions
and Group Holdings carried forward the carrying amte of assets and liabilities that were contridutethe KKR Group Partnerships.

Similarly, because the Transactions didrastilt in a change of control, exchanges involthrgvarious noncontrolling interests were
accounted for as equity transactions in accordaiteASC 810-10-45-23. The carrying amount of namtcolling interests associated with the
KPE Investment Partnership was adjusted to zereftect the change in ownership interest from tf&(PE to that of KKR & Co. L.P. Since
KKR retained its controlling financial interesttime KKR business, no gain or loss was recognizebddéraccompanying consolidated and
combined financial statements. This includes tteharge of the KPE Investment Partnership for a 86&tomic interest in the KKR Group
Partnerships in the Transactions, and the exchayng@R's other principals and individuals of theiwnership interests in various entities
included in the accompanying consolidated and coatbfinancial statements before the Transactionmferests in KKR Holdings L.P.
("KKR Holdings"), a Cayman Islands exempted limigttnership. The exchange of the KPE Investmerih®ahip for a

134




Table of Contents

KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)

1. ORGANIZATION AND BASIS OF PRESENTATION (Continue d)

30% interest in the KKR Group Partnerships in th@ngactions is reflected in the consolidated amdbioed financial statements as a
reallocation of equity interests from noncontradlimterests to KKR & Co. L.P. partners' capitaleTdontribution of ownership interests helc
KKR's principals and other individuals is refleciadhe consolidated and combined financial statémas a reallocation of equity interests
from KKR & Co. L.P. partners' capital to noncontirag interests held by KKR Holdings.

Upon completion of the Combination TrangattKPE changed its name to KKR & Co. (Guernsey.l("KKR Guernsey") and was
traded publicly on Euronext Amsterdam under thelsyifiKKR" until it was delisted on July 15, 201@ninediately following the
Transactions, KKR Guernsey held a 30% economicesten the KKR Group Partnerships through Groupdiigs and our principals retained
a 70% economic interest in the KKR Group Partn@sttirough KKR Holdings.

U.S. Listing

On July 15, 2010, KKR & Co. L.P. becamédison the New York Stock Exchange ("NYSE"). In wection with the NYSE listing, KKR
Guernsey contributed its 30% interest held throBgbup Holdings to KKR & Co. L.P. in exchange for BE-listed common units of
KKR & Co. L.P. and distributed those common unithiolders of KKR Guernsey units (referred to heegads the "In-Kind Distribution™).
Because the assets of KKR Guernsey consisted sflé@lyinterests in Group Holdings, the In-KindsBibution resulted in the dissolution of
KKR Guernsey and the delisting of its units front@next Amsterdam. As of July 15, 2010, KKR & CoPLboth indirectly controlled the
KKR Group Partnerships and indirectly held KKR Gudeartnership units representing at that time a 86&mnomic interest in KKR's business.
The remaining 70% of the KKR Group Partnershipsmiere held by KKR's principals through KKR Holdingubsequent to the NYSE
listing, KKR Holdings and our principals exchangedortion of their interests in the KKR Group Parships for common units, and as of
December 31, 2010, KKR & Co. L.P. owned 31.15%hef KKR Group Partnership units and our principalmed 68.85% through KKR
Holdings. From time to time, the percentage owriprshthe KKR Group Partnerships may continue tarde as KKR Holdings and/or KKR's
principals exchange units in the KKR Group Parthips (the "KKR Group Partnership Units") for KKR@o. L.P. common units.

Basis of Presentation

Prior to the Transactions, the accompanggsolidated and combined financial statementsidlecthe results of eight of KKR's private
equity funds and two of KKR's fixed income fundslahe general partners and management companikees# funds under the common
control of its Senior Principals. One of the eightate equity funds included the KPE Investmentriaship.

Prior to the Transactions, the followindites and interests were included in the accompangonsolidated and combined financial
statements but were not, however, contributedad<kiR Group Partnerships as part of the Transastion

0] the general partners of the 1996 Fund and thepetive consolidated funds;
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NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
1. ORGANIZATION AND BASIS OF PRESENTATION (Continue d)

(i) economic interests that allocate to a former ppalcand such person's designees an aggregate of ttfs carried intere:
received by the general partners of KKR's privajgity funds and 1% of KKR's other profits (losses);

(i)  economic interests that allocate to certain of kKfgrmer principals and their designees a portfathe carried interest received
by the general partners of KKR's private equitydsithat was allocated to them with respect to peieguity investments made
during such former principals' previous tenure VKR ; and

(iv)  economic interests that allocate to certain of KK&lIrrent and former principals all of the capitaiested by or on behalf of the
general partners of KKR's private equity funds befthe completion of the Transactions and any mettirereon.

The interests described in (ii) through @ve referred to as the "Retained Interests."

The general partners of the 1996 Fund kel tespective consolidated funds were removen fiftte financial statements as they were not
contributed to the KKR Group Partnerships as piti® Transactions.

The Retained Interests were not contribtettie KKR Group Partnerships but are reflectethéhaccompanying consolidated and
combined financial statements as noncontrollingriggts in consolidated entities due to the fadtttieentities in which these noncontrolling
interests are held continue to be consolidatedesptEnt to the Transactions.

Prior to the Transactions, certain KKR pijrals who received carried interest distributianith respect to KKR's private equity funds had
personally guaranteed, on a several basis andctubja cap, the contingent obligations of the gaingartners of certain private equity funds to
repay amounts to fund limited partners pursuatitéageneral partners' clawback obligations. Thesesf the Transactions require that KKR
principals remain individually responsible for atlgwback obligations relating to carry distributioreceived prior to the Transactions up to a
maximum of $223.6 million. See Note 2 "Summary mfrficant Accounting Policies—Investment Income—-a@back Provision."

To the extent a fund is in a clawback posjtKKR will record a benefit to reflect the amadsimiue from the KKR principals related to the
clawback. By recording this benefit, the clawbabkgation has been reduced to an amount that repteshe obligation of the KKR Group
Partnerships. In connection with the Transacti6#R recorded a receivable of $95,280 on Octob&0D9 with a corresponding increase to

equity.

In addition, historically, KKR consolidatétie KPE Investment Partnership in its financiatainents and substantially all of the owner
interests were reflected as noncontrolling intexeBhese noncontrolling interests were removethesetinterests were contributed to the KKR
Group Partnerships in the Transactions. Subsedo¢hé Transactions, the KKR Group Partnershipd h60% of the controlling and
economic interests in the KPE Investment PartnprdtiKR therefore continues to consolidate the KREektment Partnership and its econc
interests are no longer reflected as noncontroltibgrests in consolidated entities as of Octoh@0D9, the effective date of the Transactions.
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NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
1. ORGANIZATION AND BASIS OF PRESENTATION (Continue d)
Subsequent to the completion of the Tratimag, KKR's business is conducted through the K&mup Partnerships, which own:

. all of the controlling and economic interests in RK fe--generating management companies and approximatétyd the
economic interests in KKR's capital markets comgsini

. controlling and economic interests in the geneaatrers of KKR's private equity funds and otheteistynent vehicles that are
entitled to receive carry; and

. all of the controlling and economic interests ia KPE Investment Partnersh

With respect to KKR's active and futuredarand co-investment vehicles that provide foriedrinterest, KKR continues to allocate to its
principals, other professionals and selected dtitkviduals a portion of the carried interest ean®ee Note 2, "Summary of Significant
Accounting Policies—Profit Sharing Plans". Thioahtion is made prior to the allocation of cariietgrest profits between KKR and KKR
Holdings.

Consolidation

The consolidated and combined financiakstents (referred to hereafter as the "financatkstents”) include the accounts of KKR's
management and capital markets companies, thegjgregtners of certain unconsolidated co-investrmehticles and the general partners of its
private equity, fixed income, and capital solutmiented funds and their respective consolidated$uthe "KKR Funds").

KKR & Co. L.P. consolidates the financiasults of the KKR Group Partnerships and their obtated subsidiaries. KKR Holdings'
ownership interest in the KKR Group Partnershipefected as noncontrolling interests held by KKBIdings L.P. in the accompanying
consolidated and combined financial statements.

References in the accompanying consolidatedcombined financial statements to KKR's "ppats" are to KKR's senior executives and
operating consultants who hold interests in KKRisibess through KKR Holdings, including Senior Eipals.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Accounting

The accompanying consolidated and combifimahcial statements are prepared in accordandearitounting principles generally
accepted in the United States of America ("GAAP").

Use of Estimates

The preparation of the financial statemémtsonformity with GAAP requires management to malstimates and assumptions that affect
the reported amounts of assets and liabilitiesgdibelosure of contingent assets and liabilitiethatdate of the financial statements and the
reported amounts of fees, expenses and investmeotnie during the reporting periods. Such estimatdade but are not limited to the
valuation of investments and financial instrumeAsstual results could differ from those estimatad auch differences could be material to the
financial statements.
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NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)
Consolidation
General

KKR consolidates (i) those entities in whitholds a majority voting interest or has majprdwnership and control over significant
operating, financial and investing decisions oféhéty, including those KKR Funds in which the gead partner is presumed to have control,
or (ii) entities determined to be variable interestities ("VIEs") for which it is considered thérpary beneficiary.

The majority of the entities consolidatgddKR are comprised of: (i) those entities in whi€KR has majority ownership and has control
over significant operating, financial and investiherisions; and (ii) the consolidated KKR Fundsichtare those entities in which KKR holds
substantive, controlling general partner or manggiember interests. With respect to the consolilgteR Funds, KKR generally has
operational discretion and control, and limitedtpars have no substantive rights to impact onggimgernance and operating activities of the
fund.

The KKR Funds are consolidated by KKR ntitstanding the fact that KKR has only a minoritpeamic interest in those funds. KKR's
financial statements reflect the assets, liabdjtfees, expenses, investment income and cash dibthe consolidated KKR Funds on a gross
basis, and the majority of the economic interasthiose funds, which are held by third party ingestare attributed to noncontrolling interests
in consolidated entities in the accompanying finalnstatements. All of the management fees andiceother amounts earned by KKR from
those funds are eliminated in consolidation. Howglrecause the eliminated amounts are earned &odfunded by, noncontrolling interests,
KKR's attributable share of the net income froms#héunds is increased by the amounts eliminatedoringly, the elimination in
consolidation of such amounts has no effect orineeime (loss) attributable to KKR or KKR partnerapital.

The KKR Funds are, for GAAP purposes, itwesnt companies and therefore are not requirednsalidate their majority owned and
controlled investments in portfolio companies ('fRdio Companies"). Rather, KKR reflects their isiments in portfolio companies at fair
value as described below.

All intercompany transactions and balarttege been eliminated.
Variable Interest Entities

KKR consolidates all VIEs in which it isresidered the primary beneficiary. An enterprisddétermined to be the primary beneficiary if it
holds a controlling financial interest. A contralli financial interest is defined as (a) the powetditect the activities of a variable interest gnti
that most significantly impact the entity's busiasd (b) the obligation to absorb losses of thigyeor the right to receive benefits from the
entity that could potentially be significant to thariable interest entity. The consolidation ruMgch were revised effective January 1, 2010
require an analysis to (a) determine whether aitydéntwhich KKR holds a variable interest is a iednle interest entity and (b) whether KKR's
involvement, through holding interests directhimdirectly in the entity or contractually througther variable interests (e.g., management and
performance related fees), would give it a contrglfinancial interest. Performance of that anaysiquires the exercise of judgment. Where
KKR has an interest in an entity that has qualif@dthe deferral of the consolidation rules as
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NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

discussed in "Recently Issued Accounting Pronoureest, the analysis is based on consolidation s to January 1, 2010. These rules
require an analysis to (a) determine whether aityentwhich KKR holds a variable interest is a iednle interest entity and (b) whether KKR's
involvement, through holding interests directlyirdirectly in the entity or contractually througther variable interests (e.g., management and
performance related fees), would be expected toratesmajority of the variability of the entity. dar both guidelines, KKR determines
whether it is the primary beneficiary of a VIE hettime it becomes involved with a variable inteeggity and reconsiders that conclusion at
each reporting date. In evaluating whether KKRhas primary beneficiary, KKR evaluates its economierests in the entity held either diret
by KKR or indirectly through related parties. Thansolidation analysis can generally be performeaitatively; however, if it is not readily
apparent that KKR is not the primary beneficiarguantitative analysis may also be performed. ltaests and redemptions (either by KKR,
affiliates of KKR or third parties) or amendmentsthe governing documents of the respective KKRdSwould affect an entity's status as a
VIE or the determination of the primary beneficiaff each reporting date, KKR assesses whethsttlita primary beneficiary and will
consolidate or deconsolidate accordingly.

As of December 31, 2010 and 2009, the masirexposure to loss for those VIEs in which KKRI&ermined not to be the primary
beneficiary but in which it has a variable interiesas follows:

December 31, 201/ December 31, 200!

Investments, at Fair Valt  $ 35,867 $ 13,75
Due from Affiliates 3,22¢ 1,47:
Maximum Exposure to

Loss $ 39,09: $ 15,22¢

For those unconsolidated VIEs in which KISRhe sponsor, KKR may have an obligation as gdiartner to provide commitments to
such funds. For the years ended December 31, 2612G09, KKR did not provide any support other titarobligated amount.

KKR's investment strategies differ by invesnt fund; however, the fundamental risks havelaimsharacteristics, including loss of
invested capital and loss of management and ineefaes. Accordingly, disaggregation of KKR's inkehent with VIEs would not provide
more useful information.

Noncontrolling Interests
Noncontrolling Interests in Consolidated Entitie

Prior to the completion of the Transactiamencontrolling interests in consolidated entitiegresented ownership interests in consolidated
entities held by entities or persons other thanRredecessor Owners. The majority of these nonaitinty interests were held by third party
investors in the KKR Funds and the limited partinégrests in the KPE Investment Partnership.

Subsequent to the completion of the Tratimas, noncontrolling interests in consolidatedterd represent the ownership interests in K
that are held by:

0] third party investors in the KKR Funds;
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(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

(i) a former principal and such person's designeessepting an aggregate of 1% of the carried inteeesiived by the gener
partners of KKR's funds and 1% of KKR's other pgeoflosses) until a future date;

(i) certain of KKR's former principals and their desiga representing a portion of the carried integrstived by the general
partners of KKR's private equity funds that wasedited to them with respect to private equity itwesnts made during such
former principals’ previous tenure with KKR;

(iv)  certain of KKR's current and former principals eg®nting all of the capital invested by or on bebithe general partners of
KKR's private equity funds before the completiortted Transactions and any returns thereon; and

v) a third party in KKR's capital markets businespi@senting an aggregate of 2% of the capital matiesiness equity
Noncontrolling Interests held by KKR Holding

Subsequent to the completion of the Tratiwas, noncontrolling interests attributable to KKKRIdings include KKR's Predecessor
Owners' economic interests in the KKR Group PastmigrUnits. KKR's Predecessor Owners receive firghenefits from KKR's business in
the form of distributions received from KKR Holdmgnd through their direct and indirect participatin the value of KKR Group Partnership
Units held by KKR Holdings. As a result, certaimfirbased cash amounts that were previously paiKR no longer are paid by KKR and
are borne by KKR Holdings.

Income of KKR after allocation to contrallj interests in consolidated entities, with theegtion of certain tax assets and liabilities that
are directly allocable to KKR Management Holdings' (€, is attributed based on the percentage ofvighted average KKR Group
Partnership Units held by KKR and KKR Holdings, wére the equity holders of the KKR Group Partngrskiuring the period. However, the
contribution of certain expenses borne entire KR Holdings as well as the periodic of exchang&KR Holdings units for
KKR & Co. L.P. common units results in the equitip@ations shown in the statements of changes uitetp differ from the pro rata split of
net assets and liabilities.

Fair Value Measurements

Fair value is the amount that would be ingzmbto sell an asset or paid to transfer a lighiln an orderly transaction between market
participants at the measurement date (i.e., thepeixe). KKR measures and reports its investmantsother financial instruments at fair value.

KKR has categorized and disclosed its asmed liabilities measured and reported at fainedlased on the hierarchical levels as defined
within GAAP. GAAP establishes a hierarchal disclesirtamework that prioritizes and ranks the leviaharket price observability used in
measuring assets and liabilities at fair value.Rdtaiprice observability is affected by a numbefaators, including the type and the
characteristics specific to the asset or liabilitwestments and other financial instruments forclHtair value can be measured from quoted
prices in active markets generally will have a leigtlegree of market price observability and a ledegree of judgment used in measuring fair
value.
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Investments and other financial instrumenémsured and reported at fair value are classifieldisclosed in one of the following
categories:

Level I—Quoted prices are available inaetinarkets for identical investments as of the répg date. The type of investments
included in Level I include publicly listed equisiepublicly listed derivatives, equity securiti@ds but not yet purchased and call
options. KKR does not adjust the quoted price fieise investments, even in situations where KKRshalthrge position and a sale
could reasonably affect the quoted price.

Level [I—Pricing inputs are other than qeabprices in active markets, which are either diyear indirectly observable as of the
reporting date, and fair value is generally detaadithrough the use of models or other valuatiotha@mlogies. Investments which are
included in this category include corporate cra@diestments, convertible debt securities indexegpltalicly listed securities and certain
over-the-counter derivatives.

Level lll—Pricing inputs are unobservahie the asset or liability and includes situatiorigeve there is little, if any, market
activity for the investment. The inputs into theetenination of fair value require significant maeagent judgment or estimation.
Investments that are included in this category gilyeinclude private Portfolio Companies held difg through the KKR Funds and
private equity co-investment vehicles.

In certain cases, the inputs used to medsimvalue may fall into different levels of tfar value hierarchy. In such cases, an investrs
level within the fair value hierarchy is based ba towest level of input that is significant to tiaér value measurement. KKR's assessment of
the significance of a particular input to the fealue measurement in its entirety requires judgireamd it considers factors specific to the
investment.

In cases where an investment measuredegnudted at fair value is transferred into or ouLe¥el Il of the fair value hierarchy, KKR
accounts for the transfer at the end of the repgieriod.

Cash and Cash Equivalents
KKR considers all highly liquid short-teiimvestments with original maturities of 90 daydess when purchased to be cash equivalents.
Cash and Cash Equivalents Held at Consolidated Ertés

Cash and cash equivalents held at congetidantities represents cash that, although natljegestricted, is not available to fund general
liquidity needs of KKR as the use of such fundgeserally limited to the investment activities b tKKR Funds.
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Restricted Cash and Cash Equivalents

Restricted cash and cash equivalents rept@snounts that are held by third parties undeaiceof KKR's financing and derivative
transactions.

Investments, at Fair Value
KKR's investments consist primarily of @ig equity and other investments. See Note 4, Stnvents."
Private Equity Investments

Private equity investments consist of itremnts in Portfolio Companies of consolidated KKimés that are, for GAAP purposes,
investment companies. The KKR Funds reflect investts at their estimated fair values, with unrealigains or losses resulting from changes
in fair value reflected as a component of Net Gélirusses) from Investment Activities in the statatseof operations.

Private equity investments that have rgaaliiservable market prices (such as those tradedsecurities exchange) are stated at the last
guoted sales price as of the reporting date.

The determination of fair value may diffeaterially from the values that would have resulfedready market had existed. For these
investments, KKR generally uses a market approadraa income (discounted cash flow) approach wigtardhining fair value. Management
considers various internal and external factorsnagplying these approaches, including the pricghéth the investment was acquired, the
nature of the investment, current market conditioesent public market and private transactionsémparable securities, and financing
transactions subsequent to the acquisition ofrthestment. The fair value recorded for a particidaestment will generally be within the
range suggested by the two approaches.

Investments denominated in currencies dtiean the U.S. dollar are valued based on thergpetf the respective currency at the end of
the reporting period with changes related to exghaate movements reflected as a component of HietsGLosses) from Investment
Activities in the accompanying statements of openat

Corporate Credit Investments

Corporate credit investments that arediste a securities exchange are valued at theiglasted sales price as of the reporting date.
Investments in corporate debt, including syndicdiaak loans, higlyield securities and other fixed income securitégs, valued at the mean
the "bid" and "asked" prices obtained from thirdtparicing services. In the event that third pasticing service quotations are unavailable,
values are obtained from dealers or market makeswhere those values are not available, corporathit investments are valued by KKR or
KKR may engage a third party valuation firm to assi such valuations.

Derivatives

Derivative contracts, including total rafiereturn swap contracts and credit default swayirects, are recorded at estimated fair value
changes in fair value recorded as unrealized gaitssses in Net Gains (Losses) from InvestmenivRigs in the accompanying statements of
operations.
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Investments in Publicly Traded Securities

KKR's investments in publicly traded setias represent equity securities, which are clesbis trading securities and carried at fair
market value. Changes in the fair market valueaifihg securities are reported within Net Gainss@eas) from Investment Activities in the
accompanying statements of operations.

Securities Sold, Not Yet Purchased

Whether part of a hedging transaction waasaction in its own right, securities sold, yet purchased, or securities sold short, represent
obligations of KKR to deliver the specified secydt the contracted price, and thereby createbditiato repurchase the security in the market
at the prevailing prices. The liability for suctceeties sold short is marked to market based ercthrent value of the underlying security at
the reporting date with changes in fair value rdedras unrealized gains or losses in Net Gainss@g)drom Investment Activities in the
accompanying statements of operations. These thosa may involve a market risk in excess of thmant currently reflected in KKR's
statements of financial condition.

Due from and Due to Affiliates

For purposes of classifying amounts, KKRsiders its principals and their related entities;onsolidated funds and the Portfolio
Companies of its funds to be affiliates. Receivalfitem and payables to affiliates are recordetigit turrent settlement amount.

Foreign Exchange Derivatives and Hedging Activities

KKR enters into derivative financial ingtmants primarily to manage foreign exchange riskiatetest rate risk arising from certain assets
and liabilities. All derivatives are recognizedeither assets or liabilities in the statementsradricial condition and measured at fair value with
changes in fair value recorded in Net Gains (LgsBem Investment Activities in the accompanyingtstments of operations. KKR's derivat
financial instruments contain credit risk to theest that its bank counterparties may be unabledet the terms of the agreements. KKR
attempts to minimize this risk by limiting its cdenparties to major financial institutions withatyg credit ratings.

Fixed Assets, Depreciation and Amortization

Fixed assets consist primarily of leaselwmldrovements, furniture, fixtures and equipment] aomputer hardware and software. Such
amounts are recorded at cost less accumulatedaigiiwa and amortization. Depreciation and amotiiraare calculated using the straidine
method over the assets' estimated economic usedg| Which for leasehold improvements are theelestthe lease terms or the life of the
asset, and three to seven years for other fixeztsaass

Comprehensive Income

Comprehensive income is defined as thegdamequity of a business enterprise during aodefriom transactions and other events and
circumstances, excluding those resulting from dbuations from and distributions to owners. In tle@mpanying financial statements,
comprehensive income

143




Table of Contents

KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

represents Net Income (Loss), as presented irtdltensents of operations and net foreign curreranystation adjustments.

Fees

Fees consist primarily of (i) monitoringdaimansaction fees from providing advisory and p#@vices, (ii) management and incentive
from providing investment management services twogolidated funds, a specialty finance compamygcstred finance vehicles, and
separately managed accounts, and (iii) fees frgpitalanarkets activities. These fees are baseth@wrantractual terms of the governing
agreements and are recognized in the period dwinch the related services are performed.

For the years ended December 31, 2010, 20682008, fees consisted of the following:

For the Years Ended December 31

2010 2009 2008
Transaction Fee $ 212,527 $ 91,82¢ $ 41,307
Monitoring Fees 119,24: 174,47¢ 135,23:
Management Fee 64,78¢ 60,49t 58,64(
Incentive Fee 38,83: 4,47z —
Total Fee Incom: $ 435,38t $ 331,27: $ 235,18:

Transaction Fees

Transaction fees are earned by KKR primanilconnection with successful private equity aetht transactions and capital markets
activities. Transaction fees are recognized uposimt) of the transaction. Fees are typically paigioaround the closing.

In connection with pursuing successful fdtic Company investments, KKR receives reimburseinfier certain transaction-related
expenses. Transaction-related expenses, whicleianbursed by third parties, are typically deferuadil the transaction is consummated and
are recorded in Other Assets on the date incuflileel.costs of successfully completed transactioa®arne by the KKR Funds and included as
a component of the investment's cost basis. Subsétp closing, investments are recorded at fdirevaach reporting period as described in
the section above titled Investments, at Fair Valigon reimbursement from a third party, the casteipt is recorded and the deferred amc
are relieved. No fees or expenses are recorddtidse reimbursements.

Monitoring Fees

Monitoring fees are earned by KKR for seed provided to Portfolio Companies and are reasghas services are rendered. These fees
are paid based on a fixed periodic schedule bytreolio Companies either in advance or in arreac are separately negotiated for each
Portfolio Company. Monitoring fees amounted to $3&, $158,243 and $112,258 for the years endedrbe=e31, 2010, 2009 and 2008,
respectively.

In connection with the monitoring of PottbfoCompanies and certain unconsolidated funds, K&g®ives reimbursement for certain
expenses incurred on behalf of these entities.sdostirred in
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monitoring these entities are classified as gepadahinistrative and other expenses and reimbunsenoé such costs are classified as
monitoring fees. These reimbursements amounte82¢8%0, $16,233 and $22,976 for the years endedileer 31, 2010, 2009 and 2008,
respectively.

Management and Incentive Fee

Management fees received from consolid&t€R Funds are eliminated in consolidation. Howelmcause these amounts are funded by,
and earned from, noncontrolling interests, KKRIsadted share of the net income from consolidaté®R Kcunds is increased by the amount of
fees that are eliminated. Accordingly, the elimioatof these fees does not have an effect on thmmoeme attributable to KKR or KKR
partners' capital.

Private Equity Funds

For KKR's private equity funds and certainrtonsolidated KKR sponsored funds, gross managdieengenerally range from 1% to 2%
of committed capital during the fund's investmeattipd and is generally 0.75% of invested capitidrahe expiration of the fund's investment
period with subsequent reductions over time. Typican investment period is defined as a periodwto six years. The actual length of the
investment period may be shorter based on the dimind deployment of committed capital.

For periods prior to the Transactions,dmance of the management service period, KKR hected to waive the right to earn certain
management fees that it would have been entitléip its private equity funds. The cash that wouddre been payable was contributed by
funds' investors and was initially included as mponent of Cash and Cash Equivalents Held at Cuolagetl Entities. In lieu of making direct
cash capital contributions, these investor contidims were used to satisfy a portion of the camitehmitments to which KKR would otherwise
have been subject as the general partner of thie Ama result of the election to waive the feelRwas not entitled to any portion of these
fees until the fund had achieved positive investmesults. Because the ability to earn the waiess fivas contingent upon the achievement of
positive investment returns by the fund, the redogmof income only occurred when the contingem@s satisfied. There were no waived fees
for the year ended December 31, 2010 and waivedde$25.5 million and $44.0 million for the yearsded December 31, 2009 and 2008,
respectively.

Certain of KKR's private equity funds reguihe management company to refund up to 20%\tash management fees earned from
limited partners in the event that the funds reieya carried interest. At such time as the furdgaizes a carried interest in an amount
sufficient to cover 20% of the management feesexhar a portion thereof, a liability to the funliffeited partners is recorded and revenue is
reduced for the amount of the carried interestgaed, not to exceed 20% of the management feeg@aAs of December 31, 2010, the
amount subject to refund for which no liability Haemen recorded approximates $58.7 million as dtrebuoertain funds not yet recognizing
sufficient carried interests. The refunds to tingtied partners are paid, and the liabilities rediggvat such time that the underlying investments
are sold and the associated carried interestealieed. In the event that a fund's carried intasesot sufficient to cover all or a portion okth
amount that represents 20% of the earned managdegmnthese fees would not be returned to thesfuimiited partners, in accordance with
the respective fund agreements.

145




Table of Contents

KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

For periods prior to the Transactions, K&&ned fees from the KPE Investment Partnershipiwivere determined quarterly based on
25% of the sum of (i) equity up to and includingl$iion multiplied by 1.25% plus (ii) equity in eess of $3 billion multiplied by 1%. For
purposes of calculating the management fee, equit/an amount defined in the management agree®einéequent to the Transactions, the
KPE Investment Partnership continues to pay aHeeiever, since the KKR Group Partnerships hold 1@%e controlling and economic
interests of the KPE Investment Partnership, tedadeliminated in consolidation.

KKR Financial Holdings LLC ("KFN")

KKR's management agreement with KFN prosi@enong other things, that KKR is entitled to @erfees, consisting of a base
management fee and an incentive fee. KKR earnsaimanagement fee, computed and payable monthlyaars, based on an annual rate of
1.75% of adjusted equity, which is an amount defimethe management agreement.

KKR has also received restricted commomeshand common share options from KFN as a compafi@empensation for management
services provided to KFN. The restricted commonehand share options vest ratably over applicaddéng periods and are initially recorc
as deferred revenue at their estimated fair vadtifise date of grant. Subsequently, KKR re-meagteegestricted common shares and share
options to the extent that they are unvested, sitbrresponding adjustment to deferred revenuentedrom restricted common shares is
recognized ratably over the vesting period as apmorant of Fees in the accompanying statement abtipas. Vested common shares that are
received as a component of compensation for manageservices are carried as trading securitiespamdecorded at estimated fair value v
changes in fair value recognized in Net Gains (essfrom Investment Activities in the accompanystgtements of operations.

KKR's management agreement with KFN alswvidies that KFN is responsible for paying KKR gedst incentive compensation in an
amount equal to the product of (i) 25% of the dalmount by which: (a) KFN's net income, beforeeimive compensation, per weighted
average share of KFN's common shares for suchaquagceeds (b) an amount equal to (A) the weigatedage of the price per share of the
common stock of KFN in its August 2004 private glaent and the prices per share of the common sto€kN in its initial public offering
and any subsequent offerings by KFN multiplied By the greater of (1) 2.00% and (2) 0.50% plus fmeth of the ten year treasury rate for
such quarter, multiplied by (ii) the weighted awraaumber of KFN's common shares outstanding ih quarter. Once earned, there are no
clawbacks of incentive fees received from KFN. KKRlanagement agreement with KFN was renewed oradahu2011 and will
automatically be renewed for successive one-yearstéollowing December 31, 2011 unless the agree¢isdarminated in accordance with its
terms. The management agreement provides that KiNtenminate the agreement only if:

. the termination is approved at least 180 days poidthe expiration date by at least -thirds of KFN's independent directors
by the holders of a majority of KFN's outstandimgnenon shares and the termination is based upend@termination that
KKR's performance has been unsatisfactory and m#yedetrimental to KFN or (ii) a determinationaththe management and
incentive fees payable to KKR are not fair (subjedKKR's right to prevent a termination
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by reaching an agreement to reduce KKR's manageamehincentive fees), in which case a terminatemi$ payable to KKR;
or

. KKR's subsidiary that manages KFN experiences arigh of control" or KKR materially breaches thevysimns of the
agreement, engages in certain acts of willful msiket or gross negligence, becomes bankrupt ohi@sbor is dissolved, in
which case a termination fee is not payable to KKR.

None of the aforementioned events haveroedwas of December 31, 2010.
Investment Funds
Structured Finance Vehicle:

KKR's management agreements for its stradtfinance vehicles provide for senior collatenanagement fees and subordinate collateral
management fees. Senior collateral managemengafeetetermined based on an annual rate of 0.15%llateral and subordinate collateral
management fees are determined based on an aateiaf 0.35% of collateral. If amounts distributabh any payment date are insufficient to
pay the collateral management fees according tptioeity of payments, any shortfall is deferredigrayable on subsequent payment dates.
KKR has the right to waive all or any portion ofyacollateral management fee. As of December 3102BKR has permanently waived
$103.1 million of collateral management fees. Kkéhegrally waives the collateral management feeghimajority of its structured finance
vehicles; however, KKR may cease waiving collatemahagement fees at its discretion. For the purpbsalculating the collateral
management fees, collateral, the payment dategharatiority of payments are terms defined inttenagement agreements.

Separately Managed Accoun

Certain fixed income and special situatiaosounts referred to as "Separately Managed Adsbinvest in liquid strategies, such as
leveraged loans and high yield bonds, as well ssliguid credit products such as mezzanine dedbspecial situations investments. These
accounts provide for management fees determinedeglyabased on an annual rate generally rangiog 0.5% to 1.5%. Such rate may be
based on the accounts' average net asset valiit| capnmitments or invested capital. Such accoordy also provide for a carried interest on
investment disposition proceeds in excess of tp@alacontributions made for such investment. Tagied interest, if any, may be subject to a
preferred return prior to any distributions of ¢adrinterest. Carried interest is generally recegdibased on the contractual formula set forth in
the applicable agreement governing the accouan Hccount provides for carried interest, the applie agreements typically provide for
clawback if it is determined that KKR received éadrinterest in excess of the amount it was edtiitereceive for such account.

Investment Income

Investment income consists primarily of tiee impact of: (i) realized and unrealized gaind bsses on investments, (ii) dividends,
(iii) interest income, (iv) interest expense angdffreign exchange gains and losses relating t&k+ttamarket activity on foreign exchange
forward contracts, foreign currency options anetiign denominated debt. Carried interests and siisdribution rights
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generally entitle KKR to a percentage of the psofjenerated by a fund as described below. Unreiadjams or losses result from changes in
fair value of investments during the period, areliacluded in Net Gains (Losses) from Investmertivitees. Upon disposition of an
investment, previously recognized unrealized gainigsses are reversed and a realized gain oidossognized.

Carried Interests

Carried interests entitle the general gartf a fund to a greater allocable share of tinel'Biearnings from investments relative to the
capital contributed by the general partner andespondingly reduce noncontrolling interests' atidble share of those earnings. Amounts
earned pursuant to carried interests are includédvastment income in Net Gains (Losses) from stwent Activities and are earned by the
general partner of those funds to the extent thamdative investment returns are positive. If thiesestment returns decrease or turn negative
in subsequent periods, recognized carried inteviidhe reduced and reflected as investment logSagied interest is recognized based on the
contractual formula set forth in the instrumentsegaing the fund as if the fund was terminatedchatreporting date with the then estimated
values of the investments realized. Due to thereldd durations of KKR's private equity funds, KK&ibves that this approach results in
income recognition that best reflects the perigaidformance of KKR in the management of those fu@dsried interest recognized (reversed)
amounted to approximately $1,207 million, $832 imiilland ($1,197) million for the years ended Decengi, 2010, 2009 and 2008,
respectively.

As described below, the instruments goveyi{KR's private equity funds generally includeckawback” or, in certain instances, a "net
loss sharing" provision that, if triggered, mayeaivse to a contingent obligation that may reqtheegeneral partner to return or contribute
amounts to the fund for distribution to investorshee end of the life of the fund. See Note 13 "@atments and Contingencies".

Dividend Income

Dividend income is recognized by KKR on ¢hedividend date, or in the absence of a formal datiam, on the date it is received. For
years ended December 31, 2010, 2009 and 2008 edid#dearned by the consolidated KKR Funds amouat®#l,247,254, $181,373 a
$74,613, respectively.

Interest Income

Interest income is recognized as earnedrdst income earned by the consolidated KKR Fanasunted to $217,411, $136,472 and
$119,562 for the years ended December 31, 201@® 206 2008, respectively.

Employee Compensation and Benefits

Employee compensation and benefits expectgdes salaries, bonuses, equity based compensatd profit sharing plans as described
below.

Historically, employee compensation anddfiésn expense has consisted of base salaries anté® paid to employees who were not
Senior Principals. Payments made to our Seniorcits
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included partner distributions that were paid to anior Principals and accounted for as capittibutions as a result of operating as a
partnership. Accordingly, KKR did not record anypayee compensation and benefits charges for paggnmeade to Senior Principals for
periods prior to the completion of the Transactions

Following the completion of the Transactpall of the Senior Principals and other employeesgive a base salary that is paid by KKR
and accounted for as employee compensation anditsezxense. Employees are also eligible to rexdigcretionary cash bonuses based on
performance, overall profitability and other magtéihile cash bonuses paid to most employees adeéuby KKR and result in customary
employee compensation and benefits charges, camslsbs that are paid to certain of our most sempi@yees are funded by KKR Holdings
with distributions that it receives on its KKR GmRartnership Units. To the extent that distribngioeceived by these individuals exceed the
amounts that they are otherwise entitled to thraheir vested units in KKR Holdings, this excesd g funded by KKR Holdings and
reflected in compensation expense in the stateofesyierations.

Equity Based Payments

Compensation paid to KKR employees in tirenfof equity is recognized as employee compensatim benefits expense. GAAP
generally requires that the cost of services rexkim exchange for an award of an equity instrurbenineasured based on the grant-date fair
value of the award. Equity based awards that doguptire the satisfaction of future service or perfance criteria (i.e., vested awards) are
expensed immediately. Equity based awards thainethe satisfaction of future service or perforiweuriteria are recognized over the
relevant service period, adjusted for estimateteftures of awards not expected to vest.

Compensation paid to non-employee operatimgultants to KKR's businesses in the form oftgdsi recognized as general,
administrative and other expense. Unlike employgste awards, the cost of services received in argle for an award of an equity instrurr
to service providers is measured at each vestitey dad is not measured based on the grant-datesiae of the award unless the award is
vested at the grant date. Equity based awardslthabt require the satisfaction of future servicperformance criteria (i.e., vested awards) are
expensed immediately. Equity based awards thairethe satisfaction of future service or perforwewriteria are recognized over the
relevant service period, adjusted for estimateteftures of awards not expected to vest, baseti@fair value of the award on each reporting
date and adjusted for the actual fair value ofativard at each vesting date. Accordingly, the meabsualue of the award will not be finalized
until the vesting date.

Profit Sharing Plans

KKR has implemented profit sharing arrangats for KKR employees, operating consultants arthin senior advisors working in its
businesses that are designed to appropriately pégiormance and compensation.

Subsequent to the Transactions, with regpa€KR's active and future funds and co-investtmehicles that provide for carried interest,
KKR will allocate to its principals, other profegsals and operating consultants a portion of theezhinterest earned in relation to these funds
as part of its carry pool. KKR currently allocatggpproximately 40% of the carry it earns from thiesels and
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vehicles to its carry pool. These amounts are ageolfor as compensatory profit-sharing arrangesientonjunction with the related carried
interest income and recorded as compensation eggenKKR employees and general and administragixense for operating consultants.
For the year ended December 31, 2010, $455.9 millias charged to the statement of operations.Heoye¢ar ended December 31, 2009,
$167.2 million was charged to the statement of afans of which $130.2 million was a one-time cleargcorded immediately subsequent to
the Transactions.

To the extent previously recorded carrigédriest is adjusted to reflect decreases in thenlyidg funds' valuations at period end, related
profit sharing amounts previously accrued are dadguand reflected as a credit to current periodpEimation expense.

Foreign Currency

Foreign currency denominated assets abditias are primarily held through the KKR Fund=reign currency denominated assets and
liabilities are translated using the exchange rptesailing at the end of each reporting periodsu®s of foreign operations are translated at the
weighted average exchange rate for each reporériggh Translation adjustments are included asw@poment of accumulated other
comprehensive income until realized. Foreign clweyegains or losses resulting from transactionsidetsf the functional currency of a
consolidated entity are recorded in income as iecuand were not material during the years endestmber 31, 2010, 2009 and 2008.

Income Taxes

Prior to the completion of the TransactidtKR operated as a partnership or limited liapitbmpany for U.S. federal income tax
purposes and mainly as a corporate entity in nd-furisdictions. As a result, income was not scibje U.S. federal and state income taxes.
Generally, the tax liability related to income ezttrby these entities represented obligations oK&IR principals and have not been reflected
in the historical financial statements. Income tagkown on the statements of operations prioradtiansactions are attributable to the New
York City unincorporated business tax and otheoine taxes on certain entities located in non-UW#&sdictions.

Following the Transactions, the KKR GrowgrtRerships and certain of their subsidiaries comtito operate in the U.S. as partnerships for
U.S. federal income tax purposes and generallpgsocate entities in non-U.S. jurisdictions. Acdagly, these entities in some cases continue
to be subject to New York City unincorporated besmtaxes, or nod-S. income taxes. In addition, certain of the wholvned subsidiaries
KKR and the KKR Group Partnerships are subjecettefal, state and local corporate income taxdseagttity level and the related tax
provision attributable to KKR's share of this ina@ia reflected in the financial statements.

The Company provides for federal, statefaneign income taxes currently payable. In additideferred tax assets and liabilities are
recognized for the expected future tax consequenicgisferences between the carrying amounts oftassnd liabilities and their respective tax
bases using currently enacted tax rates. The affedeferred assets and liabilities of a changexirates is recognized in income in the period
when the change is enacted. Deferred tax assetedueed by a valuation allowance when it is mik&ly than not that some portion or all the
deferred tax assets will not be realized.
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Tax laws are complex and subject to diffeisterpretations by the taxpayer and respectoxegmental taxing authorities. Significant
judgment is required in determining tax expenseiarelaluating tax positions including evaluatingcartainties. KKR reviews its tax positic
quarterly and adjusts its tax balances as newrrdton becomes available.

Uncertain Tax Positions

For the purposes of calculating uncertaingositions, KKR measures the tax benefit of qumditions by determining the largest amount
that is greater than 50% likely of being realizgdm settlement, presuming that the tax positie@xamined by the appropriate taxing authority
that has full knowledge of all relevant informatidihese assessments can be complex and requircsighjudgment. To the extent that
KKR's estimates change or the final tax outcomthe$e matters is different than the amounts redplech differences will impact the inco
tax provision in the period in which such deterntiiras are made. If the initial assessment failesult in the recognition of a tax benefit, Kl
regularly monitors its position and subsequentbogmizes the tax benefit if (i) there are changesx law or analogous case law that
sufficiently raise the likelihood of prevailing @ne technical merits of the position to more-likéian-not, (ii) the statute of limitations expires,
or (iii) there is a completion of an audit resultiim a settlement of that tax year with the appedpragency. Interest and penalties, if any, are
recorded within the provision for income taxes iIKKs statements of operations and are classifietth@istatements of financial condition with
the related liability for unrecognized tax benefits

Tax Receivable Agreement

Certain exchanges of KKR Group Partnershijis from KKR Holdings or transferees of its KKRdBip Partnership Units is expected to
result in an increase in Management Holdings Coghéare of the tax basis of the tangible and inldm@ssets of KKR Management
Holdings L.P., a portion is attributable to the dadl inherent in our business, that would not athise have been available. This increase in
tax basis may increase depreciation and amortizétioU.S. federal income tax purposes and theeefeduce the amount of income tax that
our intermediate holding company would otherwisedspiired to pay in the future. In connection viite Transactions, KKR & Co. L.P.
entered into a tax receivable agreement with KKRJIlgs pursuant to which our intermediate holdioghpany will be required to pay to Kk
Holdings or transferees of its KKR Group Partngrdbinits 85% of the amount of cash savings, if amyJ.S. federal, state and local income
taxes that the intermediate holding company agtuallizes as a result of this increase in taxdas well as 85% of the amount of any such
savings the intermediate holding company actuaiffizes as a result of increases in tax basisatisg due to payments under the tax recei
agreement. Although we are not aware of any idsalevtould cause the IRS to challenge a tax basigase, neither KKR Holdings nor its
transferees will reimburse us for any paymentsiptesly made under the tax receivable agreemenicti $ax basis increase, or the benefits of
such increases, were successfully challenged. Mm@ats have been made under the tax receivableragre for the yeaended December 2
2010.

KKR will record any such changes in basisaleferred tax asset and the liability for anyesponding payments as amounts due to
affiliates, with a corresponding net adjustmentqaity at
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

the time of exchange. KKR will record any benefitlte reduced income tax our intermediate holdiogugany may recognize as such benefit
is recognized.

Earnings Per Common Unit

Basic earnings per common unit is calcaldig dividing Net Income (Loss) attributable to KKRCo. L.P. by the weighted average
number of common units outstanding during the pkrio

Diluted earnings per common unit excludeRKKoldings units which are exchangeable on a on@ifie basis into common units of
KKR & Co. L.P. The KKR Holdings units are excludizdm the diluted calculation given that the exchanfithese units would proportionally
increase KKR & Co. L.P.'s interests in the KKR GudRartnerships and would have an anti-dilutive@ffa earnings per common unit as a
result of certain tax benefits KKR & Co. L.P. isamed to receive upon the exchange.

Diluted earnings per common unit is caltedaby dividing Net Income (Loss) attributable t6KR & Co. L.P. by the weighted average
number of common units outstanding during the gkingreased to include the number of additional ma@m units that would have been
outstanding if the dilutive potential common uritsd been issued.

Diluted earnings per common unit includeested equity awards that have been granted uhddKR & Co. L.P. 2010 Equity Incentive
Plan since these equity awards dilute KKR and KKadtdihgs pro rata in accordance with their respectigrcentage interests in the KKR
Group Partnerships.

Recently Issued Accounting Pronouncements

On January 1, 2010, KKR adopted guidanseed by the Financial Accounting Standards BodfA$B") related to VIEs. The
amendments significantly affect the overall cordation analysis, changing the approach taken bypeaonas in identifying which entities are
VIEs and in determining which party is the primagneficiary. The guidance requires continuous assest of the reporting entity's
involvement with such VIEs. The guidance providdisnited scope deferral for a reporting entity'seirest in an entity that meets all of the
following conditions: (a) the entity has all theridutes of an investment company as defined uttteAmerican Institute of Certified Public
Accountants (AICPA) Audit and Accounting Guideyestment Companie®r does not have all the attributes of an investncompany but is
an entity for which it is acceptable based on itigusractice to apply measurement principles thatcansistent with the AICPA Audit and
Accounting Guidelnvestment Companiegb) the reporting entity does not have explicitroplicit obligations to fund any losses of theign
that could potentially be significant to the entizmd (c) the entity is not a securitization entitgset backed financing entity or an entity that
was formerly considered a qualifying special pugpestity. The reporting entity is required to pemnfica consolidation analysis for entities that
qualify for the deferral in accordance with prewstyissued guidance on VIEs. Prior to the revisibthe consolidation rules, KKR
consolidated a substantial majority of its investingehicles except for KKR Strategic Capital Ovass€und Ltd., KFN, KKR Index Fund
Investments L.P., carry co-investment vehicles &ihtbrth America Investor L.P. With respect to tlreonsolidated investment vehicles, these
entities have qualified for the deferral of theised consolidation rules and the consolidationysisiwas based on the previous consolidation
rules. In

152




Table of Contents

KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

addition, in connection with the adoption of thevmeonsolidation rules, KKR considered whether isva@propriate to consolidate five
structured finance vehicle subsidiaries of KFN. Witspect to these entities, the primary beneficias determined to be KFN, because KFN
has the power to direct the activities that maghiicantly impact these entities' economic perfanoe and KFN has both the obligation to
absorb losses of these entities and the rightaeive benefits from these entities that could pidén be significant to these entities. See

Note 11, "Related Party Transactions" for finanai&rmation related to KFN. Accordingly, the re@isconsolidation rules have not resulte
the consolidation or deconsolidation of any ergitiés a result, KKR consolidates the same entittegh before and after adopting these new
rules.

The revised guidance also enhances théodige requirements for a reporting entity's ineshent with VIES, including presentation on
the consolidated statements of financial conditibassets and liabilities of consolidated VIEs whiceet the separate presentation criteria and
disclosure of assets and liabilities recognizethéconsolidated statements of financial condiind the maximum exposure to loss for those
VIEs in which a reporting entity is determined tmt be the primary beneficiary but in which it hagagiable interest. Disclosures relating to
KKR's involvement with VIEs are disclosed withirigiNote.

In January 2010, the FASB issued guidamcienproving disclosures about fair value measurémdrhe guidance requires additional
disclosure on transfers in and out of Levels | Bridir value measurements in the fair value hiengrand the reasons for such transfers. In
addition, for fair value measurements using sigaifit unobservable inputs (Level 1ll), the recomtitin of beginning and ending balances shall
be presented on a gross basis, with separate sliselof gross purchases, sales, issuances aravssits and transfers in and transfers out of
Level lll. The new guidance also requires enhardisdosures on the fair value hierarchy to disagate disclosures by each class of asset
liabilities. In addition, an entity is required poovide further disclosures on valuation technigaied inputs used to measure fair value for fair
value measurements that fall in either Level ILevel Ill. The guidance is effective for interimdaannual periods beginning after
December 15, 2009, except for the disclosures ghaehases, sales, issuances, and settlementsiialtfiorward of activity in Level IlI fair
value measurements, which are effective for figealrs beginning after December 15, 2010. KKR adbtte guidance, including the
reconciliation of Level Il activity. KKR has inctied the required disclosures for the year ende@iber 31, 2010.
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3. NET GAINS (LOSSES) FROM INVESTMENT ACTIVITIES

Net Gains (Losses) from Investment Actastin the statements of operations consist prignafithe realized and unrealized gains and
losses on investments (including foreign excharajesgand losses attributable to foreign denomineteestments and related activities) and
other financial instruments. Unrealized gains as&s result from changes in the fair value of tiregestments and other financial instruments
during a period. Upon disposition of an investmengviously recognized unrealized gains or losseseversed and an offsetting realized gain
or loss is recognized in the current period. THi®fgang table summarizes KKR's total Net Gains (§®s) from Investment Activities:

Year Ended Year Ended Year Ended
December 31, 2010 December 31, 2009 December 31, 2008
Net Realized Net Unrealized Net Realized Net Unrealized Net Realized Net Unrealized
Gains Gains Gains
(Losses) Gains (Losses (Losses) Gains (Losses (Losses) Gains (Losses

Private

Equity

Investme:

(@) $ 2,351,700 $ 5,159,63. $ (173549 $  7,549,49 $ 353,40t $ (13,333,97)
Other

Investmel

(@) 81,04¢ 48,99¢ (167,719 560,21¢ (157,30¢) (376,66.)
Foreign

Exchange

Contracts

(b) (9,865) 184,15¢ 6,14¢€ (242,62) 40,23¢ 489,75¢
Foreign

Exchange

Options

(b) — (20,489 8,78¢ (29,76¢) 8,99¢ 21,32t
Futures

Contract

(b) — — (3,856 — — —
Call Options

Written

(b) 17€ 1 (12) 23 3,69¢ (2,025
Securities

Sold

Short(b) (16,659 (2,752 (7,95¢) (6,999 12,36¢ (139)
Other

Derivative

Liabilities

(b) (2,115 2,11¢ (4,172 15,03¢ (7,779) (17,149
Contingent

Carried

Interest

Repayme

Guarante

(c) — (21,13%) (4,466 (13,697 — —
Debt

Obligatior

(d) 8,23¢ (5,525 19,76 (12,285 13,81¢ 20,73:
Foreign

Exchange

Losses ol

Cash and

Cash

Equivaler

held at

Consolide

Entities(e (1,02: (1,427 12,62¢ — (14,03)) —
Total Net

Gains

(Losses)

from

Investme:

Activities  $ 2411511 $ 534358 $ (314,400 $  7,81941 $ 253,41 $ (13,198,13)

(a) See Note 4 "Investments".
(b) See Note 7 "Other Assets and Accounts PayableugddExpenses and Other Liabilities".

(c) See Note 13 "Commitments and Contingencies".



(d) See Note 8 "Debt Obligations".

(e) See Statement of Cash Flows Supplemental Disclesure
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4. INVESTMENTS

Investments, at Fair Value consist of wiefving:

Fair Value
December 31, 201/ December 31, 200!
Private Equity Investmen $ 34,642,16 $ 27,950,84
Other Investment 1,807,60. 1,022,10:

$ 36,449,77 $ 28,972,94

As of December 31, 2010 and 2009, Investsex fair value totaling $5,422,172 and $5,632,2%pectively, were pledged as direct
collateral against various financing arrangemed¢® Note 8 "Debt Obligations."

Private Equity Investment
The following table presents KKR's privatpuity investments at fair value. The classificagiof the private equity investments are based
on its primary business and the domiciled locatibthe business.
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4. INVESTMENTS (Continued)

Fair Value as a

Fair Value Percentage of Total
December 31, December 31, December 31, December 31,
2010 2009 2010 2009
Private Equity Investments, at Fair
Value
North America
Retail $ 5,419,900 $ 4,567,69: 15.6% 16.2%
Healthcare 4,163,43! 3,609,99! 12.(% 12.%%
Financial Service 2,625,31! 2,579,30! 7.€% 9.2%
Media 1,210,65! 1,256,36: 3.5% 4.5%
Technology 899,93¢ 1,876,56' 2.6% 6.7%
Energy 870,45( 1,305,58! 2.5% 4.7%
Consumer Produc 779,92: 720,91 2.2% 2.€%
Education 710,76¢ 683,07( 2.1% 2.4%
Chemicals 426,52° 251,05¢ 1.2% 0.¢%
Hotels/Leisure 6,232 6,232 0.1% 0.C%
North America Total (Cost:
December 31, 2010, $15,173,057;
December 31, 2009, $16,340,262) 17,113,14 16,856,78. 49.5% 60.2%
Europe
Healthcare 2,761,07: 1,953,06! 8.C% 7.C%
Manufacturing 2,493,88! 2,199,45 7.2% 7.%
Technology 2,281,13 912,82¢ 6.€% 3.2%
Retail 1,221,76! 219,08¢ 3.5% 0.8%
Telecom 863,19¢ 1,031,701 2.5% 3.7%
Media 708,91¢ 185,95° 2.C% 0.7%
Services 266,06: — 0.8% 0.C%
Consumer Produc 249,39¢ — 0.7% 0.C%
Recycling 218,27" 224,82 0.€% 0.8%
Europe Total (Cost: December 31
2010, $11,471,364; December 31,
2009, $10,081,881) 11,063,71 6,726,92! 31.9% 24.2%
Australia, Asia and Other Locations
Technology 2,852,39. 2,431,64 8.2% 8.6%
Consumer Produc 1,192,05: 653,63: 3.4% 2.2%
Financial Service 620,94: 273,87¢ 1.2% 1.C%
Media 619,77: 423,74 1.8% 1.5%
Manufacturing 297,27( 128,96! 0.S% 0.5%
Services 286,52: — 0.8% 0.C%
Telecom 257,96¢ 248,51 0.7% 0.¢%
Recycling 165,39 48,10( 0.5% 0.2%
Retail 82,33¢ — 0.2% 0.C%
Transportatior 49,39! 158,65¢ 0.1% 0.€%
Energy 41,26 — 0.1% 0.C%
Australia, Asia and Other Locations,
Total
(Cost: December 31, 2010,
$4,638,805; December 31, 2009,
$3,329,389) 6,465,30! 4,367,12! 18.€% 15.€%
Private Equity Investments, at Fair
Value

(Cost: December 31, 201(
$31,283,226; December 31, 2009
$29,751,532) $34,642,16 $27,950,84 100.(% 100.(%




156




Table of Contents

KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
4. INVESTMENTS (Continued)

As of December 31, 2010, private equityestments which represented greater than 5% ofeghassets of consolidated private equity
funds included: (i) Dollar General valued at $3,371; (ii) Alliance Boots valued at $2,468,283; i)l HCA Inc. valued at $2,429,808.

As of December 31, 2009, private equityestments which represented greater than 5% ofehassets of consolidated private equity
funds included: (i) Dollar General valued at $3,828; (ii) HCA Inc. valued at $2,128,535; (iii) Adhce Boots valued at $1,953,069; (iv) First
Data valued at $1,476,459; and (v) Legrand S.Aedat $1,418,145.

The majority of the securities underlyingK's private equity investments represent equityisges. As of December 31, 2010 and 2009,
the aggregate amount of investments that were thherequity securities amounted to $1,986,160%2814,030, respectively.

Other Investments

The following table presents KKR's otherdaatments at fair value:

Fair Value
December 31, 201/ December 31, 200!
Corporate Credit Investmentsi $ 1,633,28' $ 877,83l
Equity Securities(b 97,72: 76,80¢
Other 76,59¢ 67,46:
Total Other Investments (Cost: December 31, 2
$1,661,377, December 31, 2009, $931,¢ $ 1,807,60. $ 1,022,10:

(a) Represents corporate high yield securities andslotassified as trading securities. Net unrealtzading gains (losses)
relating to these investments amounted to $146a5@7$78,479 as of December 31, 2010 and 2009, ctaaglg.

(b) Net unrealized trading gains (losses) relatindhésé investments amounted to $1,794 and $10,0@8ecember 31,
2010 and 2009, respective
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5. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS

The following tables summarize the valuatid KKR's investments and other financial instramsemeasured and reported at fair value by
the fair value hierarchy levels described in Not&@mmary of Significant Accounting Policies” asidcember 31, 2010 and 2009.

Assets, at fair value:

December 31, 201/

Level | Level Il Level Il Total
Private Equity Investmen $ 9,386,25 $ 2,083,111 $ 23,172,79 $ 34,642,16
Other Investment 75,59¢ 1,020,801 711,20: 1,807,60.
Total Investment 9,461,85! 3,103,911 23,883,99 36,449,77

Foreign Exchang
Forward Contract — 58,98¢ — 58,98¢
Foreign Currency Optior — 1,53( — 1,53(
Total Asset: $ 9,461,85! 3,164,43. $ 23,883,99 $ 36,510,28
December 31, 2009

Level | Level Il Level llI Total
Private Equity Investmen $ 6,476,84' $ 2,149,031 $ 19,324,96 $ 27,950,84
Other Investment 75,21¢ 854,81. 92,07t 1,022,10:
Total Investment 6,552,06! 3,003,84. 19,417,03 28,972,94
Foreign Currency Optior — 13,05t — 13,05¢
Total Asset: $ 6,552,060 $ 3,016,89° $ 19,417,03 $ 28,985,99

Liabilities, at fair value:

December 31, 201/
Level | Level Il Level Ill Total

Securities Sold, Not Yet Purchas $ 89,82( $ 2,00¢ $ — $ 91,82¢
Call Options 56€ — — 56€

Total Liabilities $ 90,38¢ $ 2,006 $ — $ 92,39:
December 31, 2009
Level | Level Il Level Il Total

Securities Sold, Not Yet Purchas $ 82,88¢ % 86t $ — $ 83,75¢
Foreign Exchang

Contracts — 125,17 — 125,17:
Interest Rate Swe — 2,11¢ — 2,11¢
Call Options 80 — — 80

Total Liabilities 82,96¢ $ 128,15! $ — $ 211,12
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5. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS  (Continued)

The following table summarizes KKR's Lelleinvestments and other financial instrumentsvbjuation methodology as of December
2010:

December 31, 201!

Private Equity Other Total Level Il
Investments Investments Holdings

Third-Party Fund

Managers 0.C% 0.4% 0.4%
Public/Private

Company

Comparables an

Discounted Cast

Flows 97.(% 2.6% 99.€%

Total 97.(% 3.C% 100.(%

The changes in private equity investmentsather investments measured and reported atdhie for which KKR has used Level Il
inputs to determine fair value for the years endedember 31, 2010 and 2009 are as follows:

For the Year Ended
December 31, 2010

Private Equity Other
Investments Investments
Balance, Beginning of Peric $19,324,96 $ 92,07:
Transfers Ir — 183,52¢
Transfers Ou (1,900,88) (45,149
Purchase 3,378,73. 484,59
Sales (2,207,18) (48,499
Net Realized Gains (Losse 1,014,89 5,71«
Net Unrealized Gains (Losse 3,562,27! 38,93:
Balance, End of Peric $23,172,79 $ 711,20:
Changes in Net Unrealized Ga
(Losses) Included in Net Gains
(Losses) from Investment Activitie
(including foreign exchange gains
and losses attributable to foreign-
denominated investments) relatec
Investments still held at Reporting
Date $ 3,092,75. $ 40,45:

The Transfers Out noted in the table alfov@rivate equity investments are attributabledaain Portfolio Companies that completed an
initial public offering during the period.

The Transfers In noted in the table abaveother investments are principally attributaldeértain corporate credit investments that
experienced an insignificant level of market atyivuring the period and thus were valued in theeabe of observable inputs.
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5. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS  (Continued)

The Transfers Out noted in the table abfovether investments are principally attributatdecertain corporate credit investments that
experienced a significant level of market actiwdtyring the period and thus were valued using oladdevinputs.

For the Year Ended
December 31, 2009

Private Equity Other

Balance, Beginning of Peric $ 16,156,62 $ 162,85
Transfers Ir 500,50( —
Transfers Ou (4,227,72) (185,589
Purchase 1,531,801 22,77
Sales (484,79) (39,317
Net Realized Gains (Losse (298,36)) (24,627
Net Unrealized Gains (Losse 6,146,90: 155,96¢
Balance, End of Peric $ 19,324,966 $ 92,07
Changes in Net Unrealized Gains

(Losses) Included in Net Gains

(Losses) from Investment

Activities (including foreign

exchange gains and losses

attributable to foreign-

denominated investments) relate

to Investments still held at

Reporting Dat¢ $ 3,389,621 $§ 56,07¢

The Transfers Out noted in the table atareeprincipally attributable to the Reorganizatioansactions and private equity investments in
certain Portfolio Companies that had an initial [pubfferings during the period.

Total realized and unrealized gains anddesecorded for Level Ill investments are repoitedet Gains (Losses) from Investment
Activities in the accompanying statements of operst There were no significant transfers betweevel | and Level Il during the years enc
December 31, 2010 or 2009.

The carrying amounts of cash and cash etgrits, restricted cash and cash equivalents,rdoe/f(to) affiliates, accounts payable,
accrued expenses and other liabilities approxirfaatealue due to their short-term maturities. KKRebt obligations except for KKR's Senior
Notes (See Note 8) bear interest at floating ratestherefore fair value approximates carrying &z

6. EARNINGS PER COMMON UNIT

Basic earnings per common unit is calculde dividing Net Income (Loss) Attributable to KK&Co. L.P. by the total weighted average
number of common units outstanding during the gkrio

Diluted earnings per common unit is caltedaby dividing Net Income (Loss) attributable t6KR & Co. L.P. by the weighted average
number of common units outstanding during the gkimgreased to include the number of additional ma@m units that would have been
outstanding if the dilutive potential common uritsd been issued.
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6. EARNINGS PER COMMON UNIT (Continued)

For the year ended December 31, 2010 ariddprom October 1, 2009 through December 31, 20@3ic and diluted earnings per
common unit were calculated as follows:

For the Year Ended October 1, 2009 through
December 31, 2010 December 31, 2009
Basic Diluted Basic Diluted

Net Income (Loss) Attributabl

to KKR & Co. L.P. $ 333,17¢ $ 333,17¢ $ (78,22) $ (78,22))
Net Income Attributable t

KKR & Co. L.P. Per Commc

Unit $ 1.6z $ 162 $ (0.3¢) $ (0.3¢)
Total Weighte-Average

Common Units Outstandir 206,031,68 206,039,224 204,902,222 204,902,222

For the year ended December 31, 2010, KKRliHgs units have been excluded from the calautatif diluted earnings per common unit
given that the exchange of these units would pitigraally increase KKR & Co. L.P.'s interests in KR Group Partnerships and would have
an anti-dilutive effect on earnings per common asit result of certain tax benefits KKR & Co. Ligfassumed to receive upon the exchange.

For the year ended December 31, 2010ahab80,000 unvested equity awards that have pesmed under the KKR & Co. L.P. 2010
Equity Incentive Plan are dilutive and as such Haeen included in the calculation of diluted eagsiper unit.

Prior to the Transactions, KKR's busineas wonducted through a large number of entities adich there was no single holding entity
but which were separately owned by its Predece3aarers. There was no single capital structure wploich to calculate historical earnings
per common unit information. Accordingly, earningg common unit information have not been preseftethe periods ended September 30,
2009 and December 31, 2008.
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7. OTHER ASSETS AND ACCOUNTS PAYABLE, ACCRUED EXPENSES AND OTHER LIABILITIES

Other assets consist of the following:

December 31, December 31,
2010 2009
Interest Receivabl $ 84,01¢ $ 54,97+
Unrealized Gains on Forei
Exchange Forward Contracts 58,98¢ —
Fixed Assets, net(k 49,26( 50,97:
Intangible Asset, net(( 28,09¢ 31,88¢
Receivable: 17,78 8,86/
Unsettled Investment Trades| 10,25« 7,738
Prepaid Expense 8,47: 5,57¢
Deferred Financing Cos 8,27: 10,95¢
Deferred Tax Assel 6,831 24,61¢
Foreign Currency Options( 1,53( 13,05¢
Other 36,24« 14,42¢

$ 309,75 $ 223,05:

(a) Represents derivative financial instruments usaddoage foreign exchange risk arising from certain
foreign denominated private equity investments.hSaostruments are measured at fair value with ceang
in fair value recorded in Net Gains (Losses) frawelstment Activities in the accompanying statemehts
operations. The fair value of these instrumentsfd¥ecember 31, 2009 was an unrealized loss of $¥35
and was reported in Accounts Payable, Accrued Esgeand Other Liabilities. See Note 3 "Net Gains
(Losses) from Investment Activities” for the netolges in fair value associated with these instrasnen

(b)  Net of accumulated depreciation and amortizatiofi7#,389 and $60,170 as of December 31, 2010
and 2009, respectively. Depreciation and amortinatixpense totaled $11,664, $9,799 and $17,35&dor
years ended December 31, 2010, 2009 and 2008 ctesde.

(c) Net of accumulated amortization of $9,787 and $5&9 of December 31, 2010 and 2009, respectively.
Amortization expense totaled $3,788, $3,788 andMfor the years ended December 31, 2010, 2009
and 2008, respectively.

(d) Represents amounts due from third parties for imvests sold for which cash has not been received.

(e) Represents hedging instruments used to manage@rioegchange risk. The instruments are measurerat f
value with changes in fair value recorded in NeinGdLosses) from Investment Activities in the
accompanying statements of operations. See Nd¥e8Gains (Losses) from Investment Activities" floe
net changes in fair value associated with thedeuimgnts. The cost basis for these instruments at
December 31, 2010 and 2009 was $19,705 and $10&<dectively
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7. OTHER ASSETS AND ACCOUNTS PAYABLE, ACCRUED EXPENSES AND OTHER LIABILITIES (Continued)

Accounts Payable, Accrued Expenses andrQibbilities consist of the following:

December 31, December 31,
2010 2009

Amounts Payable to Carry Pooli $ 520,217 $ 200,91¢
Interest Payabl 93,42: 114,80°
Securities Sold, Not Yet Purchasi

(b) 91,82¢ 83,75
Unsettled Investment Trades 56,88 14,14¢
Accounts Payable and Accrued

Expense! 51,66¢ 69,96¢
Deferred Tax Liabilitie: 31,61( 67,24:
Accrued Compensation and

Benefits 17,48( 8,094
Taxes Payabl 1,787 17,05¢
Deferred Revenu 3,32% 3,53¢
Unrealized Losses on Forei

Exchange Forward Contracts| — 125,17:
Derivative Liabilities(e] — 2,11t
Other 17,89: 4,89¢

$ 886,106 $ 711,70
(@) Represents the amount of carried interest payalié&KR's principals, other professionals and selbctiel

(b)

(€)

(d)

individuals with respect to KKR's active funds ammdinvestment vehicles that provide for carrie@igst.
See Note 2 "Summary of Significant Accounting Fiee—Profit Sharing Plans".

Represents securities sold short, which are oldigatof KKR to deliver a specified security at anttacted
price at a future point in time. Such securities @easured at fair value with changes in fair vedwerded

in Net Gains (Losses) from Investment Activitieghie accompanying statements of operations. See 3ot
"Net Gains (Losses) from Investment Activities” fbe net changes in fair value associated withethes
instruments. The cost basis for these instrumeriieaember 31, 2010 and 2009 was $81,949 and $96,62
respectively.

Represents amounts owed to third parties for imvest purchases for which cash settlement has not
occurred.

Represents derivative financial instruments useddoage foreign exchange risk arising from certain
foreign denominated private equity investments.hSaostruments are measured at fair value with ceang
in fair value recorded in Net Gains (Losses) frawelstment Activities in the accompanying statements
operations. The fair value of these instrumentsfda¥ecember 31, 2010 was an unrealized gain of3BE3,
and was reported in Other Assets. See Note 3 "MdetgFLosses) from Investment Activities" for thet n
changes in fair value associated with these insnis.
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7. OTHER ASSETS AND ACCOUNTS PAYABLE, ACCRUED EXPENSES AND OTHER LIABILITIES (Continued)

(e) Represents derivative financial instruments usaddoage interest rate risk arising from certair&sanc
liabilities. Such instruments are measured atMalue with changes in fair value recorded in NeinGa
(Losses) from Investment Activities in the accomypag statements of operations. As of December 31,
2010, there were no such derivative financial insents outstanding. See Note 3 "Net Gains (Lo$s@s)
Investment Activities" for the net changes in faatue associated with these instrume

8. DEBT OBLIGATIONS

Debt obligations consist of the following:

December 31, December 31,
2010 2009
Investment Financing
Arrangementt $ 988,98!{ $ 1,326,48
Senior Note: 497,97. —
Revolving Credit Agreemen — 733,69

$ 1,486,961 $ 2,060,18!

Investment Financing Agreements:

Certain of KKR's private equity fund invesnt vehicles have entered into financing arrangesngith major financial institutions in
connection with specific private equity investmentth the objective of enhancing returns. Thesariting arrangements are not direct
obligations of the general partners of KKR's prvatuity funds or its management companies. Aseaeihber 31, 2010, KKR had made
$1,906.2 million in these specific private equityéstments of which $989.0 million was funded ughese financing arrangements. Total
availability under these financing arrangements amed to $992.9 million as of December 31, 201G $889.0 million of financing was
structured through various instruments as discusetmv.

Of the $989.0 million of financing, apprmately $796.4 million was structured through the aktotal return swaps which effectively
convert third party capital contributions into bmiings of KKR. $171.4 million of the total returvaps mature in May 2011 with the
remainder maturing in February 2015. Upon the aetue of certain events, including an event basetth® value of the collateral and events
of default, KKR may be required to provide addiabnollateral plus accrued interest, under the $epfithese financing arrangements. The per
annum rates of interest payable for the financiagge from three-month LIBOR plus 1.35% to threeithd_IBOR plus 1.75% (rates ranging
from 1.7% to 2.1% as of December 31, 2010).

Approximately $182.2 million of financingas structured through the use of a syndicated &maha revolving credit facility (the "Term
Facility") that matures in August 2014. The peramrrate of interest for each borrowing under thenTEacility was equal to the Bloomberg
United States Dollar Interest Rate Swap Ask Rais fl75% at the time of each borrowing under thenTeacility through March 11, 2010. ¢
March 11, 2010, the Term Facility was amended aager annum rate of interest is the greater obtiear interest rate swap rate plus 1.75%
or 4.65% for periods from
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8. DEBT OBLIGATIONS (Continued)

March 12, 2010 to June 7, 2012. For the period 82012 through maturity the interest rate is étpane year LIBOR plus 1.75%. The
interest rate at December 31, 2010 on the borresmingstanding was 4.65%.

In November 2010, a KKR investment vehitéered into a five-year revolving credit agreemeitth a syndicate of lenders (the
"Investment Credit Agreement"). The Investment @rAdreement provides for up to $28.1 million ohsa secured credit subject to
availability under a borrowing base determinedhsyvalue of certain specific assets pledged aateodll security for obligations under the
agreement and a $5.6 million sub-limit for lettefEredit. Based on the level of certain assethéninvestment vehicle, as of December 31,
2010, KKR had availability under the facility of $5 million of which $10.4 million of borrowings we outstanding. In addition, there is a
letter of credit of $0.6 million outstanding. AsBécember 31, 2010, the interest rates on borrewingstanding under the Investment Credit
Agreement ranged from 2.76% to 2.79%. This finag@rmrangement is non-recourse to the Partnerslyipridethe specific assets pledged as
collateral.

Senior Notes:

On September 29, 2010, KKR Group FinancelLC& (the "Issuer"), a subsidiary of KKR Managerhkioldings Corp. and indirect
subsidiary of the Partnership, issued $500 miliggregate principal amount of 6.375% Senior Ndtes {Senior Notes"), which were issue
a price of 99.584%. The Senior Notes are unseamddinsubordinated obligations of the Issuer atidwéture on September 29, 2020, unless
earlier redeemed or repurchased. The Senior Nogefsilly and unconditionally guaranteed, jointlydaseverally, by KKR & Co. L.P. and the
KKR Group Partnerships. The guarantees are unseme unsubordinated obligations of the guarantors.

The Senior Notes bear interest at a ra@3#5% per annum, accruing from September 29, 201€rest is payable semiannually in
arrears on March 29 and September 29 of each g@amencing on March 29, 2011. Interest expensa®iBenior Notes was $8.1 million for
the year ended December 31, 2010. Transaction @ated to the issuance of the Senior Notes haea bapitalized and are being amortized
over the life of the Senior Notes. As of Decembkr2010, the fair value of the Senior Notes wass$ anillion.

The indenture, as supplemented by a filgpemental indenture, relating to the Senior Natekides covenants, including limitations on
the Issuer's and the guarantors' ability to, suligeexceptions, incur indebtedness secured by lienvoting stock or profit participating equity
interests of their subsidiaries or merge, constdida sell, transfer or lease assets. The inderasrsupplemented, also provides for events of
default and further provides that the trustee erttblders of not less than 25% in aggregate praheéimount of the outstanding Senior Notes
may declare the Senior Notes immediately due agdlpa upon the occurrence and during the contireiafany event of default after
expiration of any applicable grace period. In thsecof specified events of bankruptcy, insolvenegeivership or reorganization, the principal
amount of the Senior Notes and any accrued anddiimgarest on the Senior Notes automatically bee®ue and payable. All or a portion of
the Senior Notes may be redeemed at the Issugitsap whole or in part, at any time, and from &ino time, prior to their stated maturity, at
the make-whole redemption price set forth in thei@eNotes. If a change of control repurchase ewentrrs, the Senior Notes are subject to
repurchase by the Issuer at a repurchase pricesimeqgual to 101% of the aggregate principal amoiuthte Senior
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8. DEBT OBLIGATIONS (Continued)

Notes repurchased plus any accrued and unpaiegtten the Senior Notes repurchased to, but nhtdimg, the date of repurcha:s
KKR Revolving Credit Agreements:
Corporate Credit Agreement

On February 26, 2008, KKR entered intoeditragreement with a major financial institutiohe( "Corporate Credit Agreement"). The
Corporate Credit Agreement provided for revolviragrbwings of up to $1.0 billion, with a $50.0 milhi sublimit for swing-line notes and a
$25.0 million sublimit for letters of credit. Thadility had a term of five years that expired omifeary 26, 2013. As of December 31, 2010, no
borrowings were outstanding on the Corporate Crkglieement. See Note 16 "Subsequent Events."

KCM Credit Agreement

On February 27, 2008, KKR Capital Marketigeeed into a revolving credit agreement with aanéipancial institution (the "KCM Credit
Agreement"). The KCM Credit Agreement, as amengealides for revolving borrowings of up to $500 linih with a $500 million sublimit
for letters of credit. The KCM Credit Agreement leaaturity date of February 27, 2013. In March®@Be KCM Credit Agreement was
amended to reduce the amounts available on reyphdnrowings from $700 million to $500 million. Asresult of this amendment, the
counterparty returned approximately $1.6 milliorfimancing costs. As of December 31, 2010, no hwimgs were outstanding under the KCM
Credit Agreement.

Principal Credit Agreement

In June 2007, the KPE Investment Partnprshtered into a fivgeear revolving credit agreement with a syndicatkenélers (the "Princip
Credit Agreement"). The Principal Credit Agreemprdvides for up to $925.0 million of senior secuceeldit subject to availability under a
borrowing base determined by the value of certanestments pledged as collateral security for alitigs under the agreement. The borrov
base is subject to certain investment concentréitigitations and the value of the investments citunsg the borrowing base is subject to
certain advance rates based on type of investrite8eptember 2009, a wholly-owned subsidiary of KikBumed $65.0 million of
commitments on the Principal Credit Agreement frame of the counterparties to the agreement, whashelffectively reduced KKR's
availability under the Principal Credit Agreementaconsolidated basis to $860.0 million.

As of December 31, 2010, no borrowings warstanding under the Principal Credit AgreemEateign currency adjustments related to
these borrowings during the period are recordédeinGains (Losses) from Investment Activities ie Hitcompanying statements of operati
See Note 3 "Net Gains (Losses) from Investmentuitis" for foreign currency adjustments relatedhese borrowings.
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Scheduled principal payments for long-téanrowings at December 31, 2010 are as follows:

2011 $ 171«
2012 —
2013 —
2014 182.2
2015 635.4
Thereaftel 500.(

$ 1,489.(

9. INCOME TAXES

Prior to the Transactions, KKR provided few York City unincorporated business tax for agrentities based on a statutory rate of 4%.
Following the Transactions, the KKR Group Partngrsland certain of their subsidiaries will contintoebe treated as partnerships for U.S.
federal income tax purposes and as corporateesmiitinon-U.S. jurisdictions. Accordingly, thesgitis in some cases continue to be subject
to the New York City unincorporated business taran-U.S. income taxes. In addition, certain ofwhmlly-owned subsidiaries of KKR &

Co. L.P. will be subject to federal, state and lacaporate income taxes.

The provision (benefit) for income taxessists of the following:

Year Ended December 31,

2010 2009 2008
Current

Federal Income Ta $51,16¢ $ 759 § —
State and Local Income Ti 11,69¢ 14,08! (612)
Foreign Income Ta 12,83 6,46¢ 6,36¢€
Subtotal 75,69¢ 28,14t 5,754

Deferred
Federal Income Ta 1,79¢ 11,78! —
State and Local Income Ti (1,65%) 1,70¢ 1,48:
Foreign Income Ta (47¢) (4,63€) (452)
Subtotal (336) 8,85: 1,032
Total Income Taxe $ 75,36( $ 36,99¢ $ 6,78¢
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9. INCOME TAXES (Continued)
The components of the deferred tax asskaluility consist of the following:

As of December 31,

2010 2009
Deferred Tax Assets
Fund Management Fe $ 23,00¢ $ 10,16:
Net Operating Loss Carryforwar 25¢ 3,471
Employee Compensatic 8,50¢ 7,26:
Depreciation and Amortizatic 3,524 2,58¢
KKR Holdings Unit Exchang 19,04: —
Other 1,07t 1,12¢
Total Deferred Tax Assets $ 55,407 $ 24,61¢
Deferred Tax Liabilities
Investment Basis Differenct $ 78,07¢ $ 66,20:
Other 2,11( 1,04(C
Total Deferred Tax Liabilities $ 80,18t $ 67,24:

For a particular tax-paying component okatity and within a particular tax jurisdictiorgférred tax assets and liabilities are offset and
presented as a single amount within Other Assefgoounts Payable, Accrued and Other Liabilitiessapplicable, in the accompanying
Statements of Financial Position.

In connection with exchanges of KKR Holdingnits into common units of KKR, KKR recorded aljustment to equity to establish net
deferred tax liabilities associated with futureahbe income of KKR Management Holdings Corp. tog$2,154. Additionally, as a result of
certain of these exchanges, KKR recorded a def¢aredsset associated with an increase in Managdrdwdings Corp.'s share of the tax bz
of the tangible and intangible assets of ManagerHeidings, totaling $19,041. This amount was offsgain adjustment totaling $16,185 to
record amounts Due to KKR Holdings under the t@eieable agreement. The net of these adjustmerdsecarded as an adjustment to equity
at the time of the exchanges.
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9. INCOME TAXES (Continued)

The following table reconciles the Provisi@enefit) for Taxes to the U.S. federal statutiany rate:

Year Ended December 31,
2009

2010 2008

Income Before Taxe

at Statutory Rat ~ $ 2,748,14 $ 241127" $ (521,939

Pass Through Incon (2,817,08) (2,463,09) 521,93t
Foreign Income

Taxes 12,36 1,83: 5,91¢
State and Locz

Income Taxe: 7,06¢ 8,81¢ 871
Compensation

Charges borne by

KKR Holdings 134,18t 81,12« —
Other (9,319 (2,960 —
Effective Tax

Expense $ 75,36( $ 36,99¢ $ 6,78¢

Income (loss) derived from foreign jurigibas is immaterial. In addition, there were nongfigant undistributed earnings at December

2010.

KKR has gross operating loss carryforwarid$6,460 and $121,555 in certain local jurisdictidor the years ended December 31, 2010

and 2009, respectively. Such loss carryforwardérexypetween 2029 and 2030.

The following is a tabular reconciliatiohtbe total amounts of unrecognized tax benefits:

Unrecognized Tax Benefits, Januar
Gross increases in tax positions from p

periods

Year Ended
December 31,
2010 2009

$ 4,64C $ —

Gross decreases in tax positions from pri

periods

(1,729)

Gross increases in tax positions in currer

period

Settlement of tax positior
Lapse of statute of limitatior

Unrecognized Tax Benefits, December

Included in the balance of unrecognized@mefits at December 31, 2010 are $4.0 milliotagfbenefits that, if recognized, would affect
the effective tax rate. KKR believes that therd wit be a significant increase or decrease taakgositions within 12 months of the reporting

date.

For the years ended December 31, 2010 @08, XKR's tax provision included $(0.1) millionca0.5 million, respectively, related to
interest and $0.5 million and $0.0 million, respeaiy, related to penalties. No such charges wecended for the year ended December 31,
2008 as no uncertain tax positions had been idethtiKKR believes that there will not be a sigrafit increase or decrease to the tax positions

within 12 months of the reporting date.

1,22 4,64(

$ 4,64(

(172)
$ 3,97¢

169




Table of Contents

KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
9. INCOME TAXES (Continued)

KKR files its tax returns as prescribedthy tax laws of the jurisdictions in which it opers In the normal course of business, KKR is
subject to examination by federal and certain statal and foreign tax regulators. As of Decemier2010, KKR's and the predecessor
entities' state and local tax returns for the y@&7 through 2009 are open under normal statuiengétions and therefore subject to
examination.

10. EQUITY BASED COMPENSATION

Upon completion of the Transactions, KKRpipals and certain operating consultants recegradts of KKR Holdings units which are
exchangeable for KKR Group Partnership Units. Thgraats were issued as part of the Reorganizatianskctions as well as to promote
broad ownership of our firm among our personnelfanither align their interests with those of invarst We believe that grants to our
principals and certain operating consultants prewad additional means for allowing us to incenslyimotivate and retain qualified
professionals that will help us continue to grow business over the long term. These units areestit) minimum retained ownership
requirements and in certain cases, transfer réstrg; and allow for the ability to exchange intoranon units of KKR & Co. L.P. on a one-for-
one basis. As of December 31, 2010, KKR Holdinga®approximately 69%, or 470,237,329, of the ontlitsy KKR Group Partnership
Units.

Except for any units that vested on the dditgrant, units are subject to service basedngesver a five-year period. The transfer
restriction period will last for a minimum of (ine year with respect to one-half of the intereststing on any vesting date and (ii) two years
with respect to the other one-half of the intergststing on such vesting date. While providing sey to KKR, these individuals will also be
subject to minimum retained ownership rules reqgithem to continuously hold at least 25% of thested interests. Upon separation from
KKR, certain individuals will be subject to theres of a non-compete agreement that may requirtotfesture of certain vested and unvested
units should the terms of the non-compete agreebeniolated. Holders of KKR Group Partnership giiield through KKR Holdings are not
entitled to participate in distributions made onKIGroup Partnership Units until such units areegst

All of the 470,237,329 KKR Holdings unitavye been legally allocated, but the allocation®®30,030 of these units has not been
communicated to each respective principal. Thesumitose allocation has not been communicated éjectuo performance based vesting
conditions, which include profitability and othémdlar criteria. These criteria are not sufficigntipecific to constitute performance conditions
for accounting purposes, and the achievementcértteereof, will be determined based upon the egeraf judgment by the managing
members. Each principal will ultimately receiveweén zero and 100% of the units initially allocat€dde allocation of these units has not yet
been communicated to the award recipients as tassmanagement's decision on how to best incentilgizmployees. It is anticipated that
additional service-based vesting conditions wilitn@osed at the time the allocation is initiallynrmmunicated to the respective employees.
KKR applied the guidance of ASC 718 and concluded these KKR Holdings units do not yet meet tliteiga for recognition of
compensation cost because neither the grant datbeservice inception date has occurred. In riegch conclusion that the service inception
date has not occurred, KKR considered (a) thetfettthe vesting conditions are not sufficientlgafic to constitute performance conditions
for accounting purposes, (b) the significant judgtrtbat can be exercised by the managing membefstérmining whether the vesting
conditions are ultimately achieved, and (c) theesabs of communication to the principals of any infation related to the number of units tl
were initially allocated.
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The fair value of KKR Holdings units gradtis based on the closing price of KKR & Co. L.Rdsnmon units on date of grant for
principal awards and on the reporting date for afiieg consultant awards. KKR determined this taheebest evidence of fair value as a KKR
unit is traded in an active market and has an obbér market price. Additionally, a KKR Holdingsitis an instrument with terms and
conditions similar to those of a KKR & Co. L.P. coran unit. Specifically, units in both KKR Holdingsid KKR & Co. L.P. represent
ownership interests in KKR Group Partnership Uaitd, subject to vesting, minimum retained ownersbguirements and transfer restrictions
referenced above, each KKR Holdings unit is exckabte into a KKR Group Partnership Unit on a onesfioe basis.

In conjunction with the Transactions, cerfarincipals and operating consultants contribueshership interests in our historical
businesses in exchange for units in KKR Holdings.tiie date of grant, the fair value of the totahevship interests contributed by the
principals and operating consultants as a wholeusmeal to approximately $4.34 billion. The valudttd contributed interests was estimated
using an income approach based upon the preser ghforecasts of ongoing cash flows for the besin Management deemed an income
approach to be the most appropriate methodologytaltiee differences in the underlying business &mentals among KKR's various business
lines, especially as it relates to carried interastl to a lesser extent the lack of public data&donpanies comparable to KKR as a whole.
Assumptions utilized in the valuation analysiseefimanagement's forecast for the business, luiat@xkperience, current economic conditions
and long-term normalized expectations that take @onsideration estimated investment returns, invest holding periods, management fees,
taxes and discount rates management deemed agteofani the business.

The calculation of compensation expensanyf, was performed on a person by person basiidimal grants at October 1, 2009, were
based on past performance and anticipated futuferpeance. These grants may have differed fronotitsdl ownership interests. To the ext
the fair value of an individual's vested units ifeed exceeded an individual's contributed ownergtitigrests, additional expense was recorded.
For principals and operating consultants whoseevaftownership interests contributed was greatan the value of vested units received, no
additional expense was recorded. Compensation sgfsmecognized for all unvested KKR Holdings sinéceived by an individual over the
vesting period.

KKR Principal Units —Units granted to principals give rise to periodinployee compensation charges in the statemenjseoitions
based on the grant-date fair value of the awarduRits vesting on the grant date, compensatioresg is recognized on the date of grant
based on the fair value of a unit (determined usiiegatest available closing price of KKR & CoPL's common units) on the grant date
multiplied by the number of vested units. In comtion with the Transactions, certain principalseiged vested units in excess of the fair value
of their contributed ownership interests in outdrigal businesses. Accordingly, to the extentfttievalue (calculated as described above) of
any vested units received in the Transactions elagbthe fair value of such principal's contribuitg@rests, compensation expense was
recorded in the statements of operations.

Compensation expense on unvested unitéslated based on the fair value of a unit (deieech using the latest available closing price
of KKR & Co. L.P.'s common units) at the time o&gt, discounted for the lack of participation rigitt the expected distributions on unvested
units,
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10. EQUITY BASED COMPENSATION (Continued)

which ranges from 1% to 32%, multiplied by the n@mbf unvested units on the grant date. Additignadhe calculation of compensation
expense on unvested units assumes a forfeiturefraie to 4% annually based upon expected turnbyeamployee class. For the years ended
December 31, 2010 and 2009, KKR recorded compemsatipense of $527.0 million and $451.7 millionéfation to equity based awards of
KKR Group Partnership Units held through KKR Holglénto principals. There were no amounts recordethfoyear ended December 31,
2008. As of December 31, 2010 there was approxign&th2.5 million of estimated unrecognized compgios expense related to unvested
awards. That cost is expected to be recognizedawerighted-average period of 1.2 years, usingtaded attribution method, which treats
each vesting portion as a separate award.

Operating Consultant Units—Certain non-employee operating consultants proseatgices to KKR and certain of its portfolio
companies, payment for which is made in the formash and KKR's equity. To the extent that thessuitants no longer provide services to
KKR, they are required to forfeit any unvested ggteceived. Units granted to operating consultaetscribed above give rise to periodic
general, administrative and other charges in thestents of operations. For units vesting on thetgiate, expense is recognized on the d:
grant based on the fair value of a unit (determingidg the latest available closing price of KKRC&. L.P.'s common units) on the grant date
multiplied by the number of vested units. In comgtion with the Transactions, certain operating ottasits received vested units in excess of
the fair value of their contributed ownership il&s in our historical businesses. Accordinglythmextent the fair value (calculated as
described above) of any vested units receiveddrTtiansactions exceeded the fair value of suchatipgrconsultant's contributed interests,
general, administrative and other expense wasdedadn the statements of operations.

General, administrative and other expeasegnized on unvested units is calculated basedeofair value of a unit (determined using the
latest available closing price of KKR & Co. L.Rcemmon units) on each reporting date and subsegusdjtisted for the actual fair value of
the award at each vesting date. Accordingly, thasueed value of these units will not be finalizedilleach vesting date. Additionally, the
calculation of the general, administrative and ptheense assumes a forfeiture rate of up to 4%alybased upon expected turnover by ¢
of operating consultant. For the years ended Deee@ib, 2010 and 2009 KKR recorded general, admatige and other expense of
$95.0 million and $81.0 million in relation to egubased awards of KKR Group Partnership Units fieldugh KKR Holdings to operating
consultants. There were no amounts recorded foyagheended December 31, 2008. As of December®n,2here was approximately
$80.7 million of estimated unrecognized generahiadstrative and other expense related to unvesteatds based on the total fair value of the
unvested units on that date. Future general, adtrétive and other charges are expected to be memahover a weighted-average period of
1.4 years, using the graded attribution methodchvtreats each vesting portion as a separate award.

KKR estimated a turnover rate of up to 48awally as of December 31, 2010 based on expegtaduer by employee class. KKR will
periodically assess this forfeiture estimate agaaxperience is observed and make adjustmewtntipensation and general, administrative
and other expense as deemed necessary.
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10. EQUITY BASED COMPENSATION (Continued)

A summary of the status of KKR's equitydmhawards granted to KKR principals and operatomgaltants from January 1, 2010 through

December 31, 2010 are presented below:

KKR Principals

Operating Consultants

Weighted
Average Grant

Weighted
Average Grant

Unvested Units Units Date Fair Value Units Date Fair Value
Balance, January 1, 20 149,574,339 $ 8.0¢ 18,298,20 $ 8.1%
Granted 5,539,600 $ 8.8t 1,270,000 $ 8.34
Vested (39,080,83) $ 9.1¢ (4,851,82) $ 9.1¢
Forfeited (4,428,30) $ 8.0¢ (2,481,46) $ 7.94
Balance, December 31, 20 111,604,85 $ 7.7¢ 12,23491 $ 7.8(
Principal Operating
Awards Consultant Awards
Weighted averag
remaining vesting perioc
(in years) over which
unvested units are
expected to ves 2.2 2.1

The following table summarizes the remagniesting tranches for principals and operatingsatiants:

Operating

Vesting Date Principal Units Consultant Units
April 1, 2011 3,764,06 928,26
October 1, 201, 26,869,75 2,780,441
April 1, 2012 942,01: 107,00¢
October 1, 201. 26,362,811 2,711,07.
April 1, 2013 379,95( 100,00(
October 1, 201 26,247,45 2,704,06:
April 1, 2014 354,78( 100,00(
October 1, 201. 26,247,45 2,704,06.
April 1, 2015 354,78( 100,00(
October 1, 201! 81,78( —

111,604,85 12,234,91

Restricted Equity Units—Upon completion of the Transactions, grants ofrieted equity units based on KKR Group Partnersts
held by KKR Holdings were made to professionalppsut staff, and other personnel. These will bad&dhby KKR Holdings and will not
dilute KKR's interests in the KKR Group Partnershiphe vesting of these equity units occurs iraifreents up to five years from the date of

grant and was contingent on, among other thingfRiKKommon units becom

ing listed and traded oMNtW8E or another U.S. exchange. On

July 15, 2010, KKR & Co. L.P. completed its listing the NYSE. This event satisfied the contingeshescribed above and accordingly, KKR
recorded compensation expense of $34.0 milliongameeral, administrative and
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10. EQUITY BASED COMPENSATION (Continued)

other expense of $17.1 million during the quartetezl June 30, 2010 in relation to these awards. rEflected the cumulative vesting of the
units from the grant date to June 30, 2010. Foy#a ended December 31, 2010, KKR recorded comagiensexpense of $37.7 million and
general, administrative and other expense of $2ifll®n in relation to the restricted equity awalidsluding the amounts above.

As of December 31, 2010, there was apprateity $21.6 million of estimated unrecognized e>geerelated to unvested awards. That cost
is expected to be recognized over a weighted aeguagod of 0.9 years, using the graded attributi@thod, which treats each vesting portion
as a separate award.

A summary of the status of KKR Holding'strected equity awards granted to KKR professiorsipport staff, and other personnel from
January 1, 2010 through December 31, 2010 aremiszsbelow:

Restricted Equity Units

Weighted
Average Grant
Unvested Units Units Date Fair Value
Balance, January 1, 20. 8,559,67' $ 9.3t
Granted 380,65( $ 11.0¢
Vested (4,615,19) $ 9.3¢
Forfeited (340,299 $ 9.3t
Balance, December 31, 20 3,984,831 $ 9.51

Discretionary Compensation and Discretionar Allocations —Certain KKR principals who hold KKR Group Partri@gUnits through
KKR Holdings units are expected to be allocatedaaliscretionary basis, distributions on KKR Grdtgrtnership Units received by KKR
Holdings. These discretionary amounts entitle tlecjpal to receive amounts in excess of theiregstquity interests. Because unvested units
do not have distribution participation rights, amounts allocated in excess of a principal's vestgity interests are reflected as employee
compensation and benefits expense. These compmamsatirges have been recorded based on the unyestaxh of quarterly earnings
distributions received by KKR Holdings. Compensatiharges relating to this discretionary allocagomounted to $136.7 million and
$28.5 million for the years ended December 31, 28142009, respectively. There were no amountgdeddor the year ended December 31,
2008.

KKR & Co. L.P. 2010 Equity Incentive Plan

Under the KKR & Co. L.P. 2010 Equity IncestPlan (the "Equity Incentive Plan"), KKR is pédtrad to grant to employees, the directors
of the Managing Partner, operating consultantssamibr advisors, non-qualified unit options, umipeeciation rights, restricted common units,
deferred restricted common units, phantom restticcenmon units and other awards representing KK&o&L.P. common units. The issual
of KKR & Co. L.P. common units pursuant to awardsler the Equity Incentive Plan dilute common urliflees and KKR Holdings pro rata in
accordance with their respective percentage intereshe KKR Group Partnerships. The total numdfe@ommon units that may be issued
under the Equity Incentive Plan is equivalent t&61&f the number
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10. EQUITY BASED COMPENSATION (Continued)

of fully diluted common units outstanding, subjectinnual adjustment. As of December 31, 2010,BDKKR & Co. L.P. common units have
been granted under the Equity Incentive Plan, whesdt over one year from the date of grant.

11. RELATED PARTY TRANSACTIONS

Due from and to Affiliates consists of:

December 31 December 31
2010 2009
Due from Principals(s $ 55,937 $ 77,07¢
Due from Related Entitie $ 52,31¢ $ 28,84t
Due from Portfolio Companie $ 28,300 $ 18,06
$ 136,55t $ 123,98t
December 31, December 31,
2010 2009
Due to KKR Holdings, L.P. in
Connection with the Tax
Receivable Agreement(| $ 16,18 $ —
Due to Unconsolidated Fun 1,86: —
Due to KKR Holdings L.P.(c — 87,74

$ 18,04 $ 87,74:

(@)

(b)

(©)

Represents an amount due from KKR principals feramount of the clawback obligation that would be
required to be funded by KKR principals who do hold direct controlling and economic interestsha t
KKR Group Partnerships. In periods prior to thenBactions, such amount was reflected as a capiimitc
within partners' capital given the KKR principalksldh controlling and economic interests in the histd
KKR. See Note 13 "Commitments and Contingencies".

Represents amounts owed to KKR Holdings and/qritcipals under the Tax Receivable Agreement. (see
Note 2, "Summary of Significant Accounting Policie$ax Receivable Agreement")

Prior to the Transactions, KKR made an in-kindréisition of certain receivables of our management
companies to KKR Holdings. These receivables regmtesl amounts owed by our consolidated KKR Ft
to our management companies. Subsequent to thibdtgin of these receivables, the amounts owethb
KKR Funds are payable to KKR Holdings and as suema longer payable to a consolidated entity.
Accordingly, the payable that existed at Decemide2B09 at the KKR Funds is reflected in Due to
Affiliates. In periods prior to the Transactionach amounts were eliminated in consolidation. Emsunt
was paid to KKR Holdings in January 20:

KKR Financial Holdings LLC ("KFN")

KFN is a publicly traded specialty finara@mpany whose limited liability company interests Bsted on the NYSE under the symbol
"KFN." KFN is managed by KKR but is not under th@ramon
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11. RELATED PARTY TRANSACTIONS (Continued)

control of the Senior Principals or otherwise cdidsted by KKR as control is maintained by thirddganvestors. KFN was organized in
August 2004 and completed its initial public offegion June 24, 2005. As of December 31, 2010 af8,20FN had consolidated assets of
$8.4 billion and $10.3 billion, respectively, arfthseholders' equity of $1.6 billion and $1.2 billisespectively. Shares of KFN held by KKR
are accounted for as trading securities (see No®Wnmary of Significant Accounting Policies—Mameagent and Incentive fees") and
represented less than 1% of KFN's outstanding sleref December 31, 2010 and December 31, 208X Rfwere to exercise all of each of
its outstanding vested options, KKR's ownershipriest in KFN would be less than 1% of KFN's outdiag shares as of December 31, 2010
and 2009.

Discretionary Investment

Certain of KKR's investment professionais|uding its principals and other qualifying enydes, are permitted to invest, and have
invested, their own capital in side-by-side investits with its private equity funds. Side-by-sidedstments are investments in Portfolio
Companies that are made on the same terms andioosdis those acquired by the applicable fundegixihat the side-bgide investments a
not subject to management fees or a carried interes cash invested by these individuals aggreigg®6.8 million, $46.7 million and
$25.1 million for the years ended December 31, 2@009 and 2008, respectively. These investmestsatrincluded in the accompanying
financial statements.

Aircraft and Other Service:

Certain of the Senior Principals own aiftctiaat KKR uses for business purposes in the amjicourse of its operations. These Senior
Principals paid for the purchase of these airaxétft their personal funds and bear all operatirggspnnel and maintenance costs associated
with their operation. The hourly rates that KKR pdgr the use of these aircraft are based on cumarket rates for chartering private aircraft
of the same type. KKR incurred $5.2 million, $6.8lion and $7.9 million for the use of these aifftfar the years ended December 31, 2010,
2009 and 2008, respectively.

Facilities

Certain of the Senior Principals are pagre a real-estate based partnership that magairownership interest in KKR's Menlo Park
location. Payments made to this partnership weré $@lion, $5.7 million and $2.4 million for thesrs ended December 31, 2010, 2009
and 2008, respectively.

12. SEGMENT REPORTING

KKR operates through three reportable lrsdgrsegments. These segments, which are diffaeshpamarily by their investment focuses
and strategies, consist of the following:

Private Markets

Through the Private Markets segment, KKRagges and sponsors a group of private equity fandsco-investment vehicles that invest
capital for long-term appreciation, either throuwgimtrolling ownership of a company or strategic onity positions. These investment funds
and co-investment vehicles are managed by KohlKeagis Roberts & Co. L.P., an SEC registered inwesit adviser. KKR also manages
investments in infrastructure and natural resources
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Public Markets

Through the Public Markets segment, KKR ag@s a specialty finance company, a number of imesg funds, structured finance
vehicles and separately managed accounts that icapial in liquid credit strategies, such as faged loans and high yield bonds, and less
liquid credit products such as mezzanine debt gedial situations investments. These funds, vehiafel accounts are managed by KKR A
Management LLC (which we refer to as "KAM"), an SEgistered investment adviser.

Capital Markets and Principal Activities

The Capital Markets and Principal Activitisegment combines the assets acquired in the @atidy Transaction with the global capital
markets business. KKR's capital markets servicgladie arranging debt and equity financing for teami®ns, placing and underwriting
securities offerings, structuring new investmemiduoicts and providing capital markets services.

Key Performance Measure

Fee Related Earnings ("FRE") and EconongtINcome ("ENI") are key performance measures byadanagement. These measures are
used by management in making resource deploymehoerating decisions as well as assessing thalbperformance of each of KKR's
business segments.

FRE

FRE is comprised of segment operating regenless segment operating expenses. The comp@fdfiRE on a segment basis differ from
the equivalent US GAAP amounts on a consolidateistas a result of: (i) the inclusion of managenfeas earned from consolidated funds
that were eliminated in consolidation; (ii) the ksion of expenses of consolidated funds; (iii) éxelusion of charges relating to the
amortization of intangible assets; (iv) the exausof charges relating to carry pool allocationd;the exclusion of nogash equity charges a
other non-cash compensation charges borne by KKIRiigs; (vi) the exclusion of certain reimbursablgenses and (vii) the exclusion of
certain non-recurring items.

ENI

ENI is a measure of profitability for KKR'sportable segments and is comprised of: (i) RRES (i) segment investment income, which
is reduced for carry pool allocations and managergnrefunds; less (iii) certain economic inteseatKKR's segments held by third parties.
ENI differs from net income (loss) on a GAAP baassa result of: (i) the exclusion of the items mefe to in FRE above; (ii) the exclusion of
investment income relating to noncontrolling ingtse and (iii) the exclusion of income taxes.

KKR's reportable segments are presented fwrigiving effect to the allocation of incomeg#) between KKR and KKR Holdings and as
such represents KKR's business in total. In comeetith the Transactions, KKR changed the fornfatsosegment financial information in
order to: (i) properly reflect the economic arramgats resulting from the Transactions, and (iiijite more detail regarding fees and
investment income. KKR has adjusted its segmeanfiial information for year ended December 31, 200&flect these changes, where
applicable. None of these changes impacted econmahiticome.
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The following table presents the financiata for KKR's reportable segments as of and ferdar ended December 31, 2010:

As of and for the Year Ended December 31, 2010

Capital Markets Total
and Principal Reportable
Private Markets Public Markets Activities Segments
Fees
Management and incentive fe:
Management fee $ 396,22° $ 57,05¢ $ — $ 453,28t
Incentive fee: — 38,83: — 38,83:
Management and incentive
fees 396,22' 95,89: — 492,11¢
Monitoring and transaction fee
Monitoring fees 86,93: — — 86,93:
Transaction fee 96,00( 19,117 105,26¢ 220,38:
Fee Credits(1 (52,569) (12,33¢) — (64,899
Net monitoring anc
transaction fee 130,36¢ 6,781 105,26¢ 242 ,41¢
Total fees 526,59¢ 102,67: 105,26¢ 734,53¢
Expense:
Employee compensation at
benefits 159,56 29,91( 16,86: 206,33«
Occupancy and Related
Charges 36,39t 2,37¢ 94t 39,71t
Other Operating Expen: 148,35’ 13,43( 8,37¢ 170,16:
Total expense 344,31 45,71 26,18¢ 416,21:
Fee related earning 182,28 56,95} 79,08: 318,32:
Investment income (los:
Gross carried intere 1,202,071 5,00( — 1,207,071
Less: Allocation to KKF
carry pool(2) (453,87)) (2,000 — (455,877)
Less: Management fee
refunds(3) (143,449) — — (143,449
Net carried interes 604,75: 3,00 — 607,75:
Other investment inconr
(loss) (1,649 71¢ 1,219,05: 1,218,121
Total investment income
(loss) 603,10¢ 3,71¢ 1,219,05: 1,825,88!
Income (loss) before
noncontrolling interests in
income of consolidated
entities 785,39. 60,67" 1,298,13! 2,144,20:
Income (loss) attributable
noncontrolling interests(« 83¢ 537 3,03: 4,40¢
Economic net income (loss)( $ 784,550 $ 60,13¢ $ 1,295,10. $ 2,139,79
Total Assets $ 947,15 $ 66,23( $ 5,388,07. $ 6,401,45
Total Partners' Capiti $ 844,65 $ 55,27 $ 4,825,691 $ 5,725,62

1) KKR's agreements with the limited partners of dartd its investment funds require KKR to sharehastich limited
partners a portion of any monitoring and transactees received frot
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portfolio companies and allocable to their fundse@¢ Credits"). Fee Credits exclude fees that aratiributable to a
fund's interest in a portfolio company and gengrathount to 80% of monitoring and transaction fal&scable to the
fund after related expenses are recovered.

(2)  With respect to KKR's active and future investmfenids and co-investment vehicles that provide &oried interest,
KKR will allocate to its principals, other profeesals and selected other individuals who work gsthoperations a
portion of the carried interest earned in relatmthese funds as part of its carry pool.

3) Certain of KKR's investment funds require that Kkdund up to 20% of any cash management fees eémoradimited
partners in the event that the funds recognizeréedanterest. At such time as the fund recogniearried interest in an
amount sufficient to cover 20% of the managemesd fmarned or a portion thereof, carried interestdsced, not to
exceed 20% of management fees earned. In periodsevitvestment returns subsequently decreaseronagative,
recognized carried interest will be reduced andeqgnently the amount of the management fee refunddabe reduced
resulting in income being recognized during theqaer

4) Represents economic interests that will (i) alledata former principal an aggregate of 1% of psaiind losses of KKR's

management companies until a future date andli@}ate to a third party investor approximately286 of the equity in
KKR's capital markets busine:

The following table reconciles KKR's totaportable segments to the financial statementd asd for the year ended December 31, 2010:

As of and for the Year Ended December 31, 2010
Total

Reportable
Segments Adjustments Consolidated
Fees(a $ 73453 $ (299,149 $ 435,38
Expenses(b $ 416,21: $ 1,346,45. $ 1,762,66.
Investment
income
(loss)(c) $ 1,82588 $ 7,353,220 $ 9,179,10

Income (loss)

before taxe: $ 2,144,20. $ 5,707,62' $ 7,851,83
Income (loss)

attributable

to

noncontrolli

interests $ 440¢ $ 6,539,60 $ 6,544,001
Income (loss)

attributable

to KKR

Holdings $ — $ 899,277 § 899,27
Total assets(c $ 6,401,45 $ 31,989,700 $ 38,391,15
Total Partners

Capital(e) $ 5,725,620 $ 30,274,41 $ 36,000,04

(@)  The fees adjustment primarily represents (i) tirmiektion of management fees of ($388,501), (i@ fe
credits of $57,043 upon consolidation of the KKRhés, and (iii) a gross up of reimbursable expenses
of $32,310.

(b)  The expenses adjustment primarily representséi)rtblusion of non-cash equity based charges which
amounted to $824,193, (ii) allocations to the cg@oyl of $455,872, (iii) a gross up of reimbursable
expenses of $32,310, (iv) operating expenses aff$2@rimarily associated with the inclusion of g
expenses upon consolidation of the KKR Funds ahdtper adjustments of $13,3¢
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12. SEGMENT REPORTING (Continued)

(c) The investment income (loss) adjustment primaslyresents (i) the inclusion of investment incom
$6,753,910 attributable to noncontrolling interagien consolidation of the KKR Funds, (ii) allocats to
the carry pool of $455,872, and (iii) managemeatrifunds of $143,446.

(d) Substantially all of the total assets adjustmeptagents the inclusion of private equity and other
investments that are attributable to noncontrolliitgrests upon consolidation of the KKR Funds.

(e) Substantially all of the total partners' capitgluatinent represents the inclusion of private eqaitgt other
investments that are attributable to noncontrollittgrests

The reconciliation of economic net incortos$) to net income (loss) attributable to KKR ggarted in the statements of operations
consists of the following:

Year Ended
December 31,
2010

Economic net income (los 2,139,79.
Income taxe: (75,36()
Amortization of intangible: (7,785)
Non-cash equity based payme (824,19)
Allocation to KKR Holdings (899,277
Net income attributable to KKR & Co. L.F $ 333,17
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The following table presents the financiata for KKR's reportable segments as of and ferydar ended December 31. 2009:

As of and for the Year Ended December 31, 2009

Capital Markets Total
and Principal Reportable
Private Markets Public Markets Activities Segments
Fees
Management and incentive Fe
Management fee $ 415,20° $ 50,75¢ $ — $ 465,96:
Incentive fee: — 4,47: — 4,47
Management and incentive
fees 415,20" 55,22¢ — 470,43:
Monitoring and transaction fee
Monitoring fees 158,24 — — 158,24
Transaction fee 57,69¢ — 34,12¢ 91,82¢
Fee Credits(1 (73,900 — — (73,900
Net monitoring anc
transaction fee 142,04 — 34,12¢ 176,17
Total fees 557,24¢ 55,22¢ 34,12¢ 646,60-
Expense:
Employee compensation and
benefits 147,80: 24,08¢ 9,45t 181,34:
Occupancy and Related Char 34,74% 2,48: 783 38,01z
Other Operating Expen: 134,61( 18,10: 5,23¢ 157,95:
Total expense 317,15¢ 44,67: 15,47¢ 377,30¢
Fee related earning 240,09: 10,55« 18,65 269,29¢
Investment income (los:
Gross carried intere 826,19: — — 826,19:
Less: allocation to KKR cartr
pool(2) (57,97 — — (57,97)
Less: management fee refu
3) (22,72() — — (22,72()
Net carried interes 745,50: — — 745,50:
Other investment income (los 128,52¢ (5,260) 349,67¢ 472,94
Total investment incom
(loss) 874,03( (5,260 349,67¢ 1,218,44!
Income (loss) before noncontrolli
interests in income of
consolidated entitie 1,114,12. 5,29¢ 368,33. $1,487,74
Income (loss) attributable
noncontrolling interests(« 497 15 581 1,09:
Economic net income (loss)( $ 111362 $ 527¢ $ 367,75. 1,486,65

Allocation of Economic net
income (loss)
Economic net income (los
attributable to KKR
Holdings L.P.(5; $ 101,89¢ $ 1,01t $ 257,76t $ 360,67¢

Economic net income (los
attributable to KKR Group

Holdings L.P. $ 1,011,720 $ 4,26 $ 109,98! $1,125,97!
Total Asset: $ 362,12¢ $ 62,40¢ $ 4,660,13. $5,084,66!
Total Partners' Capiti $ 277,06: $ 49,58: $  3,826,24: $4,152,88.




D) KKR's agreements with the limited partners of dartd its investment funds require KKR to sharehastich limited
partners a portion of any monitoring and transactées received from portfolio companies i
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allocable to their funds ("Fee Credits"). Fee Ciedikclude fees that are not attributable to a'fuimderest in a portfolio
company and generally amount to 80% of monitoring triansaction fees allocable to the fund afteateel expenses are
recovered.

(2)  With respect to KKR's active and future investmienids and co-investment vehicles that provide &oried interest,
KKR will allocate to its principals, other profeesals and selected other individuals who work gsthoperations a
portion of the carried interest earned in relatmthese funds as part of its carry pool.

3) Certain of KKR's investment funds require that Kkdund up to 20% of any cash management fees eénoradimited
partners in the event that the funds recognizeréedanterest. At such time as the fund recogn&earried interest in an
amount sufficient to cover 20% of the managemesd fmarned or a portion thereof, carried interestdsced, not to
exceed 20% of management fees earned. In periodevitvestment returns subsequently decreaseronagative,
recognized carried interest will be reduced andeqgnently the amount of the management fee refunddabe reduced
resulting in income being recognized during theqaer

4) Represents economic interests that will allocai third party investor approximately of 2% of &gty in KKR's
capital markets business.

(5) Represents nine months of historical economicneeime (loss) totaling $971,399, which is 100% allie to Group
Holdings and three months of economic net incomesil totaling $515,255, of which 70% or $360,67alliscated to
KKR Holdings, and the remaining 30% or $154,57éliscated to Group Holding

The following table reconciles KKR's totaportable segments to the consolidated finantaééments as of and for the year ended
December 31, 2009:

As of and for the Year Ended
December 31, 2009

Total
Reportable
Segments Adjustments Consolidated
Fees(a $ 646,600 $ (315,33) $ 331,27:
Expenses(b $ 377,30t $ 818,40« $ 1,195,71
Investment incom
(loss)(c) $ 1,218,44' $ 6,535,335 $ 7,753,80:
Income (loss
before taxe: $ 1,487,744 $ 5,401,62, $ 6,889,36
Income (loss

attributable to

noncontrolling

interests $ 1,09¢ $ 6,118,28° $ 6,119,38
Income (loss)

attributable to

KKR Holdings $ —
Tolal assets(d $ 5,084,66!
Tolal Partners

Capital(c) $ 4,152,888 $ 23,208,59 $ 27,361,48

(116,690 $ (116,69
25,136,44 $ 30,221,11

©® &

(@) The fees adjustment primarily represents (i) tiriahtion of management fees of $(405,466), (i@ fe
credits of $73,900 upon consolidation of the KKRhés, and (i) a gross up of reimbursable expen$es
$16,233.

(b) The expenses adjustment primarily representsdi)rtblusion of non-cash equity based payments which
amounted to $562,373, (ii) allocations to the cgwyl of $173,511, (iii) operating expenses of 834,
associated with the Transactions included in codatdd expenses and excluded from segment repprting
(iv) gross up of reimbursable expense of $16,23B(apother operating expenses of $31,441 primi



associated with the inclusion of operating expemngpes consolidation of the KKR Func
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(c) The investment income (loss) adjustment primaslyresents (i) the inclusion of investment incom
$6,448,557 attributable to noncontrolling interagien consolidation of the KKR Funds, (ii) allocats to
the carry pool of $57,971 and (iii) other adjustmsesf $28,831.

(d) Substantially all of the total assets adjustmeptagents the inclusion of private equity and other
investments that are attributable to noncontroliittgrests upon consolidation of the KKR Funds.

(e) Substantially all of the total partners' capitgluatinent represents the inclusion of private eqaitgt other
investments that are attributable to noncontrollintgrests upon consolidation of the KKR Fur

The reconciliation of economic net incortos$) to net income (loss) attributable to KKR ggarted in the statements of operations
consists of the following:

Year Ended
December 31,
2009
Economic net income (los 1,486,65:
Income taxe: (36,999
Amortization of intangible: (3,789%)
Costs relating to the Transactions (34,84¢)
Adjustments to carry
Allocations to carry pool recorded in
connection with the Transactio (115,540
Non-cash equity based payme (562,377
Allocations to former principal (120
Allocation to KKR Holdings 116,69¢
Net income attributable to KKR & Co. L.F $ 849,68!

€) During the year ended December 31, 2009, KKR'saiWlarkets other operating expenses excluded
$34.8 million incurred in connection with the Trantons. KKR has excluded this charge from its ssgm
financial information as such amount will be notdomsidered when assessing the performance of, or
allocating resources to, each of its business setg@ad is non-recurring in nature. In the statameh
operations, this charge is included in general,intitnative and other expensi
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The following table presents the financiata for KKR's reportable segments as of and ferydar ended December 31, 2008:

As of and for the
Year Ended December 31, 2008

Capital Markets Total
Private Public and Principal Reportable
Markets Markets Activities Segments
Fees
Management and incentive fe:
Management fee $ 396,39: $ 59,34 $ — $ 455,73t
Incentive fee: — — — —
Management and incentive fe 396,39 59,34: — 455,73t
Monitoring and transactions fee
Monitoring fees 97,25¢ — — 97,25¢
Transaction fee 23,09¢ — 18,21 41,30"
Fee Credits(1 (12,699 — — (12,699
Net monitoring and transactic
fees 107,65¢ — 18,21 125,86!
Total fees 504,04 59,34: 18,21: 581,60:
Expense:
Employee compensation and bent 135,20 20,56¢ 7,094 162,86
Occupancy and Related Char 27,66¢ 2,13¢ 727 30,52¢
Other Operating Expens 185,02 4,06¢ 5,09: 194,18t
Total Expense 347,89t 26,76¢ 12,91« 387,57t
Fee related earning 156,15: 32,57¢ 5,29 194,02!
Investment income (los:
Gross carried intere (1,197,38) — — (1,197,38)
Less: allocation to KKR carry pool
) 8,15¢ — — 8,15¢
Less: management fee refunds 29,61 — — 29,61
Net carried interes (1,159,621 — — (1,159,621
Other investment income (los (230,05) 10,68 (4,129 (223,49
Total investment income (los (1,389,67) 10,681 (4,129  (1,383,11)
Income (loss) before noncontrolling
interests in income of consolidated
entities (1,233,52)  43,26: 1,16¢ (2,189,091
Income (loss) attributable to
noncontrolling interests(« — 6,421 (37) 6,384
Economic net income (los $ (1,233,52) $ 36,84 $ 1,20t $ (1,195,47)
Total Asset: $ 285,15 $ 52,25¢ $ 26,14¢ $  363,55¢
Total Partners' Capiti $ 97,24¢ $ 45,867 $ 10,97¢ $ 154,09

Q) KKR's agreements with the limited partners of dartd its investment funds require KKR to sharehastich limited
partners a portion of any monitoring and transactées received frot
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portfolio companies and allocable to their fundse@¢ Credits"). Fee Credits exclude fees that aratiributable to a
fund's interest in a portfolio company and gengrathount to 80% of monitoring and transaction fal&scable to the
fund after related expenses are recovered.

(2)  With respect to KKR's active and future investmfenids and co-investment vehicles that provide &oried interest,
KKR will allocate to its principals, other profeesals and selected other individuals who work gsthoperations a
portion of the carried interest earned in relatmthese funds as part of its carry pool.

3) Certain of KKR's investment funds require that Kkdund up to 20% of any cash management fees eémoradimited
partners in the event that the funds recognizeréedanterest. At such time as the fund recogniearried interest in an
amount sufficient to cover 20% of the managemesd fmarned or a portion thereof, carried interestdsced, not to
exceed 20% of management fees earned. In periodsevitvestment returns subsequently decreaseronagative,
recognized carried interest will be reduced andeqgnently the amount of the management fee refunddabe reduced
resulting in income being recognized during theqaer

4) Represents economic interests that will (i) alledata former principal an aggregate of 1% of psaiind losses of KKR's
management companies until a future date andli@}ate to a third party investor approximately286 of the equity in
KKR's capital markets business.

The following table reconciles KKR's total repofteabegments to the financial statements as of anthé year ended
December 31, 200:

As of and for the
Year Ended December 31, 2008

Total

Reportable
Segments Adjustments Consolidated
Fees(a $ 581,60 $ (346,420 $  235,18:
Expenses(b $ 387,57t $ 30,81: $ 418,38t¢
Investmen
income (loss)
(c) $ (1,383,11) $ (11,482,12) $ (12,865,23)
Income (loss

before taxe:  $ (1,189,09) $ (11,859,35) $ (13,048,44)
Income (loss)

attributable to

noncontrolling

interests $ 6,38 $ (11,857,14) $ (11,850,76)
Income (loss

attributable to

KKR Holdings $ — — 3 —

Total assets(c ~ $ 363,55¢ $ 22,077,47. $ 22,441,03
Total Partners'
Capital(e) $ 154,09 $ 19,696,26 $ 19,850,35

(@) The fees adjustment primarily represents (i) tiviahtion of management fees of $(397,096), (i@ fe
credits of $12,698 upon consolidation of the KKRhés, (iii) a gross up of reimbursable expenses of
$22,976 and (iv) other net adjustments of $15,002.

(b)  The expenses adjustment consists of (i) the rédledf allocations to the carry pool of $(8,156) in
consolidated expenses, (ii) a gross up of reimliesexpenses in the consolidated financial resiilts
$22,976 and (iii) the inclusion of $15,992 of otleperating expenses primarily relating to the ctidation
of the KKR Funds
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(c) The investment income (loss) adjustment primaslyresents (i) the inclusion of investment incom
$(11,433,477) attributable to noncontrolling in&tseupon consolidation of the KKR Funds, (ii) alltions
to the carry pool of $(8,156), and (iii) other astjments of $(40,491).

(d) Substantially all of the total assets adjustmeptagents the inclusion of private equity and other
investments that are attributable to noncontroliittgrests upon consolidation of the KKR Funds.

(e) Substantially all of the total partners' capitgluatinent represents the inclusion of private eqaitgt other
investments that are attributable to noncontrollittgrests

The reconciliation of economic net incortos$) to net income (loss) attributable to KKR ggarted in the statements of operations
consists of the following:

Year Ended
December 31, 2008
Economic net income (los (1,195,47)
Income taxe: (6,78¢€)
Amortization of intangible: (2,217

Net income attributable to KKR & Co. L.F $ (1,204,47)

13. COMMITMENTS AND CONTINGENCIES
Debt Covenant:

Borrowings of KKR contain various customagbt covenants. These covenants do not, in maragsnopinion, materially restrict KKF
investment or financing strategies. KKR is in coiapte with all of its debt covenants as of Decen#dgr2010.

Investment Commitment

As of December 31, 2010, KKR had unfundechmitments to its private equity and other investimehicles of $923.7 million. In
addition, KKR Capital Markets had an unfunded coinment of $14.7 million related to one portfolio cpamy revolving credit facility as of
December 31, 2010.

Non-cancelable Operating Leases

KKR's non-cancelable operating leases stpsimarily of leases of office space around tlubg. There are no material rent holidays,
contingent rent, rent concessions or leaseholdamgnent incentives associated with any of thespepty leases. In addition to base rentals,
certain lease agreements are subject to escafaeisions and rent expense is recognized on @hktriine basis over the term of the lease
agreement.
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As of December 31, 2010, the approximagregate minimum future lease payments, net of sisbléncome, required on the operating
leases are as follows:

2011 $ 30,90¢
2012 25,02:
2013 25,33¢
2014 25,46¢
2015 20,11
2016 and Thereatft 96,16(
Total minimum payments requirt $ 223,00°

Contingent Repayment Guarantees

The instruments governing KKR's privateiggfunds generally include a "clawback" provisithrat, if triggered, may give rise to a
contingent obligation that may require the genpeatners to return amounts to the fund for distidruto the limited partners at the end of the
life of the fund. Under a "clawback" provision, upthe liquidation of a fund, the general partneeiguired to return, on an after-tax basis,
previously distributed carry to the extent thate doi the diminished performance of later investmgthie aggregate amount of carry
distributions received by the general partner dytire term of the fund exceed the amount to whiehgeneral partner was ultimately entitled.
As of December 31, 2010, the amount of carried@steKKR principals have received, that is subjechis clawback provision was
$697.0 million, assuming that all applicable prazaguity funds were liquidated at no value. Haditlwestments in such funds been liquidated
at their December 31, 2010 fair values, the claklmddigation would have been $61.5 million of whis$5.9 million is recorded in Due from
Affiliates and $5.6 million is due from noncontialy interest holders.

Prior to the Transactions, certain KKR pijrals who received carried interest distributianth respect to the private equity funds had
personally guaranteed, on a several basis andctubja cap, the contingent obligations of the gaingartners of the private equity funds to
repay amounts to fund limited partners pursuatitéageneral partners' clawback obligations.

The terms of the Transactions require KiéR principals remain responsible for any clawbabtkigations relating to carry distributions
received prior to the Transactions up to a maxinefi$223.6 million. At December 31, 2010, KKR hasaeled a receivable of $55.9 million
within Due from Affiliates for the amount of theastback obligation given that would be required edinded by KKR principals who do not
hold direct controlling economic interests in th€R Group Partnerships. In periods prior to the Beations, such amount was reflected as a
capital deficit within partners' capital given tKKR principals held controlling economic interesighe historical KKR.

Carry distributions arising subsequenti® Transactions will be allocated to KKR, KKR Haigs and KKR principals (as carry pool
participants) in accordance with the terms of ttgruments governing the KKR Group PartnershipsRKill indemnify its principals for any
personal guarantees that they have provided wibeiet to such amounts.
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The instruments governing certain of KKR'iwate equity funds may also include a "net Idsar&g provision," that, if triggered, may
give rise to a contingent obligation that may regtihe general partners to contribute capital éoftimd, to fund 20% of the net losses on
investments. In connection with the "net loss sttaprovisions," certain of KKR's private equity uehs allocate a greater share of their
investment losses to KKR relative to the amountgridouted by KKR to those vehicles. In these vedgckuch losses would be required to be
paid by KKR to the limited partners in those veégin the event of a liquidation of the fund redesd of whether any carried interest had
previously been distributed. Based on the fair reavialues as of December 31, 2010, there would hega no net losing sharing obligation. If
the vehicles were liquidated at zero value, theingent repayment obligation would have been apprately $1,094.0 million as of
December 31, 2010.

Indemnifications

In the normal course of business, KKR dsdlbsidiaries enter into contracts that contaiargety of representations and warranties and
provide general indemnifications. KKR's maximum espre under these arrangements is unknown as thikhinvolve future claims that may
be made against KKR that have not yet occurred.d¥ew based on experience, KKR expects the riskatérial loss to be remote.

Litigation

From time to time, KKR is involved in vau® legal proceedings, lawsuits and claims incideatthe conduct of KKR's business. KKR's
business is also subject to extensive regulatitnclwmay result in regulatory proceedings against i

In August 1999, KKR and certain of its @nt and former personnel were named as defendaatsaction brought in the Circuit Court of
Jefferson County, Alabama, or the Alabama StateriCalleging breach of fiduciary duty and conspyrét connection with the acquisition of
Bruno's, Inc. ("Bruno's"), one of KKR's former goito companies, in 1995. The action was removeithéoU.S. Bankruptcy Court for the
Northern District of Alabama. In April 2000, theroplaint in this action was amended to further aldwat KKR and others violated state |
by fraudulently misrepresenting the financial caiodi of Bruno's in an August 1995 subordinated satfering relating to the acquisition and
in Bruno's subsequent periodic financial disclosuhe January 2001, the action was transferrelledJtS. District Court for the Northern
District of Alabama. In August 2009, the action wagsisolidated with a similar action brought agathstunderwriters of the August 1995
subordinated notes offering, which is pending betbe Alabama State Court. The plaintiffs are sggkbmpensatory and punitive damage
an unspecified amount to be proven at trial, fesés they allegedly suffered in connection wittrtherchase of the subordinated notes. In
September 2009, KKR and the other named defendamied to dismiss the action. In April 2010, the l#dena State Court granted in part and
denied in part the motion to dismiss. As suggebiethe Alabama State Court, KKR has filed a patiseeking an immediate appeal of certain
rulings made by the Alabama State Court when degnyie motion to dismiss. In June and July 2010 Atla@ama Supreme Court ordered the
parties to brief KKR's petition and the petitioleéi by another defendant seeking an immediate dppeartain rulings made by the Alabama
State Court. Briefing on both petitions has
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been completed, and both petitions are under ceratidn. KKR believes that this action is withoutnihand intends to defend it vigorously.

In 2005, KKR and certain of its current dadmer personnel were named as defendants in mowetidated shareholder derivative actions
in the Court of Chancery of the State of Delawatating to PRIMEDIA Inc. ("PRIMEDIA"), one of itsgrtfolio companies. These actions
claim that the board of directors of PRIMEDIA brked its fiduciary duty of loyalty in connection withe redemption of certain shares of
preferred stock in 2004 and 2005. The plaintifigHar allege that KKR benefited from these redearnstiof preferred stock at the expense of
PRIMEDIA and that KKR usurped a corporate oppotiuni PRIMEDIA in 2002 by purchasing shares offiteferred stock at a discount on
the open market while causing PRIMEDIA to refraionfi doing the same. In February 2008, the spdtigation committee formed by the
board of directors of PRIMEDIA, following a reviest¥ plaintiffs' claims, filed a motion to dismissetlactions. In March 2010, plaintiffs filed
amended complaint, including additional allegatioaacerning purchases of PRIMEDIA's preferred sinck002. Plaintiffs seek unspecified
damages on behalf of PRIMEDIA and an award of atgs' fees and costs. On June 16, 2010, the Vieacdgfior of the Court of Chancery of
the State of Delaware entered an order dismisdiradgims asserted against the defendants. On1kl2010, the plaintiffs filed a notice of
appeal with the Supreme Court of Delaware. Briebinghe appeal has been completed, and oral argusngcheduled to be held before the
Supreme Court of Delaware on March 23, 2011. KKRkeles that this action is without merit and interd defend it vigorously.

In December 2007, KKR, along with 15 otpevate equity firms and investment banks, were eduais defendants in a purported class
action complaint filed in the United States Didt@ourt for the District of Massachusetts by shatéérs in certain public companies acquired
by private equity firms since 2003. In August 20B&R, along with 16 other private equity firms aimdestment banks, were named as
defendants in a purported consolidated amended ald®on complaint. The suit alleges that from @03 defendants have violated antitrust
laws by allegedly conspiring to rig bids, resttioe supply of private equity financing, fix the qgas for target companies at artificially low
levels, and divide up an alleged market for privedaity services for leveraged buyouts. The amerdetplaint seeks injunctive relief on
behalf of all persons who sold securities to anthefdefendants in leveraged buyout transactiodspacifically challenges nine transactions.
The first stage of discovery concluded on or al#qril 15, 2010. On August 18, 2010, the court geanplaintiffs' motion to proceed to a
second stage of discovery in part and deniedpti. Specifically, the court granted a secondest#gliscovery as to eight additional
transactions but denied a second stage of discagety any transactions beyond the additional eipétified transactions. On October 7, 2!
the plaintiffs filed under seal a fourth amendethptaint that includes new factual allegations conitey the additional eight transactions and
the original nine transactions. The fourth ament@dplaint also includes eight purported sldsses of plaintiffs seeking unspecified mone
damages and/or restitution with respect to eighheforiginal nine challenged transactions and separate claims against two of the original
nine challenged transactions. On January 13, 2B&lcourt granted a motion filed by KKR and certaiiner defendants to dismiss all claims
alleged by a putative damages sub-class in corumegiith the acquisition of PanAmSat Corp. and safgaclaims for relief related to the
PanAmSat transaction. The second phase of discpegmjitted by the court is ongoing. KKR believeattthis action is without merit and
intends to defend it vigorously.
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KKR, along with two other private equityrfis (collectively the "Sponsors"), is a defendanpurported shareholder class actions arising
out of the proposed acquisition of Del Monte FoG@adsnpany ("Del Monte") by Blue Acquisition Groupclrand Blue Merger Sub Inc., entit
controlled by private equity funds affiliated withe Sponsors (the "Acquisition Entities"). The cdams generally allege, among other things,
that the Del Monte directors breached their fidoc@uties to Del Monte stockholders by agreeingelh Del Monte at an unfair price and
through an unfair process and by filing an allegedhterially misleading and incomplete proxy stateimThe complaints also generally allege
that the Sponsors, the Acquisition Entities and Wehte aided and abetted the directors' breachiduafiary duties. The complaints all seek
injunctive relief, rescission of the merger agreatndamages and attorneys' fees. The various campfded in the Delaware Chancery Court
were consolidated on December 31, 2010, underapton In re Del Monte Foods Company Shareholdéigdtion, No. 6027-VCL. On
February 14, 2011, the Delaware Chancery Couresuruling which, among other things, found ongtediminary record before the court
that the plaintiff had demonstrated a reasonakégiiood of success on the merits of its aiding abeltting claim against the Sponsors,
including KKR. The ruling enjoined defendants frpnoceeding with the Del Monte stockholder vote viesly scheduled for February 15,
2011, for twenty days and preliminarily enjoinedtam deal protection provisions of the merger agrent pending the stockholder vote. On
February 18, 2011, an amended complaint was filété Delaware action. The amended complaint asskaitns for: (i) breach of fiduciary
duty against the Del Monte directors, (ii) aidinglabetting the directors' breaches of fiduciary dgainst the Sponsors, the Acquisition
Entities, and Barclays Capital, Inc. ("Barclaystjich served as a financial advisor to Del Montednnection with the proposed acquisition,
(iii) breach of contract against the Sponsors ragigiom a confidentiality agreement between therSpos and Del Monte, and (iv) tortuous
interference with contract against Barclays arigiogn the aforementioned confidentiality agreentetiveen the Sponsors and Del Monte.
Similar shareholder actions are pending againsb#leMonte directors, Sponsors and/or the AcquisitEntities in California Superior Court
and the United States District Court for the NonthBistrict of California. There has been limitedtigity in these California cases to date. K
is still evaluating these Delaware and Califorrétians and expects to defend them vigorously. Onckld, 2011, KKR received a request fi
the SEC for information regarding issues relatmghe Del Monte transaction. KKR is cooperatingwtite SEC's inquiry.

In August 2008, KFN, the members of KFNbatal of directors and certain of its former exaatifficers, including certain of KKR's
current and former personnel, were named in aipetatass action complaint filed by the Charter Tighip of Clinton Police and Fire
Retirement System in the United States Districti€Cfar the Southern District of New York (the "CharLitigation”). In March 2009, the lead
plaintiff fled an amended complaint, which deletexidefendants the members of KFN's board of direeind named as individual defendants
only KFN's former chief executive officer, KFN'srfioer chief operating officer, and KFN's former d¢Hirancial officer (the "KFN Individual
Defendants," and, together with KFN, "KFN DefenddnThe amended complaint alleges that KFN's A7 registration statement and
prospectus and the financial statements incorpithgrein contained material omissions in violatdrSection 11 of the Securities Act of
1933, as amended (the "Securities Act"), regarthiegisks and potential losses associated with KIF¢#l estateelated assets, KFN's ability
finance its real estate-related assets, and thguadg of KFN's loss reserves for its real estateted assets (the "alleged Section 11 violation™).
The amended
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complaint further alleges that, pursuant to Sectibrof the Securities Act, the KFN Individual Dedfiamts have legal responsibility for the
alleged Section 11 violation. The amended compkeeks judgment in favor of the lead plaintiff ahd putative class for unspecified dame
allegedly sustained as a result of the KFN Defetdlatleged misconduct, costs and expenses inchyréite lead plaintiff in the action,
rescission or a rescissory measure of damagegauithble or injunctive relief. In April 2009, tid-N Defendants filed a motion to dismiss
the amended complaint for failure to state a claider the Securities Act. In November 2010, thertogranted the defendants' motion and
dismissed the case with prejudice. Plaintiffs' timéake an appeal has run, and the judgment isfimalv

In August 2008, the members of KFN's ba#rdirectors and its executive officers (the "Ka$t Individual Defendants™) were named in
a shareholder derivative action brought by Rayméhdostecka, a purported shareholder, in the Sap&wurt of California, County of San
Francisco (the "California Derivative Action"). KRMas named as a nominal defendant. The complatheiCalifornia Derivative Action
asserts claims against the Kostecka Individual Badeats for breaches of fiduciary duty, abuse otrmbngross mismanagement, waste of
corporate assets, and unjust enrichment in cororewtith the conduct at issue in the Charter Lifiyatincluding the filing of the April 2007
Registration Statement with alleged material misgtents and omissions. The complaint seeks judgméator of KFN for unspecified
damages allegedly sustained as a result of theekkestndividual Defendants' alleged misconductiscasd disbursements incurred by plair
in the action, equitable and/or injunctive reliefstitution, and an order directing KFN to refotsidorporate governance and internal
procedures to prevent a recurrence of the allegedomduct. By order dated January 8, 2009, thet@pproved the parties' stipulation to stay
the proceedings in the California Derivative Actiamtil the Charter Litigation is dismissed on thegalings or KFN files an answer to the
Charter Litigation. In November 2010, the courtndiissed the Charter Litigation with prejudice andttiudgment is final. The plaintiff in the
California Derivative Action subsequently agreedavithdraw his complaint and, a stipulated ordendssing the California Derivative Action
was entered on February 14, 2011.

In March 2009, the members of KFN's bodrdigectors and certain of its executive officettse("Haley Individual Defendants") were
named in a shareholder derivative action brough®dmyl B. Haley, a purported shareholder, in thaddhbtates District Court for the Southern
District of New York (the "New York Derivative Aain"). KFN was named as a hominal defendant. Theptaint in the New York Derivative
Action asserts claims against the Haley Individdefendants for breaches of fiduciary duty, breaaigke duty of full disclosure, and for
contribution in connection with the conduct at issuthe Charter Litigation, including the filindg the April 2007 registration statement with
alleged material misstatements and omissions. dhglaint seeks judgment in favor of KFN for unsfiiedi damages allegedly sustained as a
result of the Haley Individual Defendants' allegeidconduct, a declaration that the Haley Individbafendants are liable to KFN under
Section 11 of the Securities Act, costs and dishuents incurred by plaintiff in the action, andoader directing KFN to reform its corporate
governance and internal procedures to preventuanatwe of the alleged misconduct. By order dated 18, 2009, the Court approved the
parties' stipulation to stay the proceedings inNle& York Derivative Action until the Charter Liijon is dismissed on the pleadings or KFN
files an answer to the Charter Litigation. In Now®n2010, the court dismissed the Charter Litigatiith prejudice and that judgment is final.
The plaintiff in the New York Derivative
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Action subsequently agreed to withdraw his compjaind a stipulated order dismissing the New Yoekilative Action was entered on
February 4, 2011.

In September 2006 and March 2009, KKR ragtrequests for certain documents and other irdtiam from the Antitrust Division of the
U.S. Department of Justice ("DOJ") in connectiothwihe DOJ's investigation of private equity firtosdetermine whether they have engaged
in conduct prohibited by United States antitrustdakKKR is fully cooperating with the DOJ's invegttion.

In December 2009, KKR's subsidiary KKR Addanagement LLC (formerly known as Kohlberg KraRigberts & Co. (Fixed
Income) LLC) received a request from the SEC féorimation in connection with its examination of teén investment advisers in order to
review trading procedures and valuation practingbé collateral pools of structured credit produ@ihe SEC also requested information
regarding the surrender by KFN for cancellatiorthaiit consideration, of certain notes that had liesired to KFN by collateral pools of
structured credit products. KKR cooperated with$iC's examination, which is now completed.

In January 2011, KKR received a requeshftbe SEC for information regarding its investansl &lients that are sovereign wealth funds
and certain services provided by KKR. KKR is cogtieig with the SEC's investigation.

Moreover, in the ordinary course of busink&R is subject to regulatory examinations or stigations and also is and can be both the
defendant and the plaintiff in numerous actiondwéspect to acquisitions, bankruptcy, insolvenuy ather types of proceedings. Such
lawsuits may involve claims that adversely afféet value of certain investments owned by KKR's fund

No loss contingency has been recordedyrpaniod presented in the financial statementsabse such losses are either not probable or
reasonably estimable (or both) at the present tBueh matters are subject to many uncertaintiegteidultimate outcomes are not predicte
with assurance. Consequently, management is ut@blgtimate a range of potential loss, if any,tesldo these matters. At this time,
management has not concluded whether the finalutéso of any of these matters will have a mateaidverse effect upon the financial
statements.

Principal Protected Product for Private Equity Ingéments

The fund agreements for a private equityicle referred to as KKR's principal protected prodfor private equity investments contain
provisions that require the fund underlying thenpipal protected product for private equity investis (the "Master Fund") to liquidate certain
of its portfolio investments in order to satisfguidity requirements of the fund agreements, ifghgformance of the Master Fund is lower than
certain benchmarks defined in the agreements. Ingiance where the Master Fund is not in compéamith the defined liquidity requiremel
and has no remaining liquid portfolio investme&R has an obligation to purchase up to $18.4 onllof illiquid portfolio investments of the
Master Fund at 95% of their current fair markeuealEffective January 1, 2011, KKR's obligation haen reduced to $4.1 million. As of
December 31, 2010, the fund does not have a lityusttiortfall and therefore no obligation exists.
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KKR has a registered broker-dealer whicsuisject to the minimum net capital requirementthefSecurities and Exchange Commission
("SEC") and the Financial Industry Regulatory Auttyo("FINRA"). Additionally, KKR has an entity basl in London which is subject to the
capital requirements of the U.K. Financial Serviéeshority ("FSA"), another entity based in Hongigwhich is subject to the capital
requirements of the Hong Kong Securities and Fst@nadinance, and another entity based in Mumbaghvisi subject to capital requirements
of the Reserve Bank of India ("RBI"). All of thebeoker dealer entities have continuously operatezkcess of their respective regulatory
capital requirements.

The regulatory capital requirements reféteeabove may restrict the Partnership's abititwithdraw capital from its entities. At
December 31, 2010, approximately $116.6 million rheyestricted as to the payment of cash divideandsadvances to the Partnership.

15. QUARTERLY FINANCIAL DATA (UNAUDITED)

Three Months Ended,

March 31, June 30, September 30 December 31
2010 2010 2010 2010
Statement of Operations Data
Fees $ 106,03: $ 87,07C $ 96,01¢ $ 146,26
Less: Total Expense 463,30¢ 430,58t 449,86° 418,90:
Total Investment Income (Los 2,763,93 1,224,95! 1,724,52 3,465,68!
Income (Loss) Before Taxt 2,406,65! 881,44 1,370,67! 3,193,05
Income Taxe: 13,45: 31,28 16,26 14,36:
Net Income (Loss 2,393,20 850,16( 1,354,41! 3,178,68!
Less: Net Income (Loss)
Attributable to
Noncontrolling Interests in
Consolidated Entitie 1,987,131 676,81t 1,293,37. 2,586,69
Less: Net Income (Los!
Attributable to
Noncontrolling Interests
Attributable to KKR
Holdings 292,24 143,43 52,18¢ 411,418
Net Income (Loss
Attributable to
KKR & Co. L.P. $ 113,83¢ $ 29,907 $ 8,85¢ $ 180,57¢
Net Income (Loss)
Attributable to
KKR & Co. L.P. Per
Common Unit
Basic $ 057 $ 0.1t $ 0.04 $ 0.8¢
Diluted $ 057 $ 0.1t $ 0.04 $ 0.8¢
Weighted Average Common
Units Outstanding
Basic 204,902,22 204,902,22 204,902,22 209,383,21
Diluted 204,902,22 204,902,22 204,902,22 209,413,21

193




Table of Contents

KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)

15. QUARTERLY FINANCIAL DATA (UNAUDITED) (Continued )

Three Months Ended,

March 31, June 30, September 30 December 31
2009 2009 2009 2009

Statement of Operations Data:

Fees $ 3907( $ 51,48 $ 110,86! $ 129,85t
Less: Total Expense 104,75¢ 97,72 154,59 838,63:
Total Investment Income (Los (715,34)  2,307,61 4,171,83! 1,989,70!
Income (Loss) Before Taxt (781,03) 2,261,37! 4,128,10: 1,280,93:
Income Taxe: 1,531 15¢ 4,11¢ 31,19¢
Net Income (Loss (782,569 2,261,211 4,123,98I 1,249,73!

Less: Net Income (Loss) Attributak

to Noncontrolling Interests in

Consolidated Entitie (727,98) 1,895,38! 3,507,32: 1,444,65!
Less: Net Income (Loss) Attributak

to Noncontrolling Interests

Attributable to KKR Holdings — — — (116,69¢)
Net Income (Loss) Attributable
KKR & Co. L.P. $ (54,58) $ 365,82t $ 616,66: $ (78,227)

Net Income (Loss) Attributable to
KKR & Co. L.P. Per Common

Unit
Basic $ (0.3¢)
Diluted $ (0.3¢)

Weighted Average Common Units
Outstanding
Basic 204,902,22
Diluted 204,902,22

16. SUBSEQUENT EVENTS

A distribution of $0.29 per KKR & Co. L.Bommon unit was declared on February 23, 2011 ahtevpaid on March 21, 2011 to
KKR & Co. L.P. unitholders of record as of the @axf business on March 7, 2011. KKR Holdings walteive its pro rata share of the
distribution from the KKR Group Partnerships.

On March 1, 2011, the terms of the Corgofatedit Agreement were amended, which reducedvtaiability for borrowings under the
facility from $1.0 billion to $700.0 million and tended the maturity, so that the facility now egpion March 1, 2016. In addition, the KKR
Group Partnerships became co-borrowers of thatfgaind KKR & Co. L.P. and the Issuer of the Semotes became guarantors of the
Corporate Credit Agreement, together with cert@negal partners of KKR's private equity funds.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUN TANTS ON ACCOUNTING AND FINANCIAL DISCLOSURES
None.

ITEM 9A. CONTROLS AND PROCEDURES

We maintain disclosure controls and proceslfas such term is defined in Rules 13a-15(e)l&add 5(e) under the Exchange Act) that
designed to ensure that the information requirdaetdisclosed by us in the reports filed or suleditty us under the Exchange Act is recorded,
processed, summarized and reported within the pienieds specified in the SEC's rules and formssarath information is accumulated and
communicated to management, including the Co-Cxefcutive Officers and the Chief Financial Officas, appropriate, to allow timely
decisions regarding required disclosure. Any cdstand procedures, no matter how well designedopeedated, can provide only reasonable
assurances of achieving the desired controls.

As of December 31, 2010, we carried outealuation, under the supervision and with theigiggtion of our management, including the
Co-Chief Executive Officers and the Chief Finan€dlicer, of the effectiveness of the design andragion of our disclosure controls and
procedures. Based upon that evaluation, our CofExiecutive Officers and Chief Financial Officendeaconcluded that, as of December 31,
2010, our disclosure controls and procedures wigeeteve to accomplish their objectives at the oeble assurance level.

This annual report does not include a repbmanagement's assessment regarding internabtoner financial reporting or an attestat
report of KKR's registered accounting firm due twamsition period established by the rules of$eeurities and Exchange Commission for
newly public companies.

No changes in our internal control ovegfinial reporting (as such term is defined in Raf@és-15(f) and 15d-15(f) under the Securities
Exchange Act) occurred during our most recent guatthat has materially affected, or is reasonékély to materially affect, our internal
control over financial reporting.

ITEM 9B. OTHER INFORMATION
None.
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PART Il
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPO RATE GOVERNANCE
Our Managing Partner

As is commonly the case with limited parstgps, our limited partnership agreement provideshe management of our business and
affairs by a general partner rather than a boadirettors. Our Managing Partner serves as ourganieral partner and the ultimate general
partner of the KKR Group Partnerships. Our Manadiagner has a board of directors that is co-cdiyeour founders Henry Kravis and
George Roberts, who also serve as our Co-ChieflExecOfficers and are authorized to appoint oleobfficers. Our Managing Partner does
not have any economic interest in our partnership.

Directors and Executive Officer

The following table presents certain infation concerning the board of directors and exeeutificers of our Managing Partner.

Name Age Position with Managing Partner
Henry R. Kravis 67 Cc-Chief Executive Officer and (-Chairman

George R. Rober! 67 Co-Chief Executive Officer and (-Chairman

Joseph A. Grundfe: 59 Director

Dieter Ramp 63 Director

Robert W. Scully 61 Director

Todd A. Fishel 45 Chief Administrative Officel

William J. Janetsche 48 Chief Financial Officel

David J. Sorkir 51 General Counst

Henry R. Kravis co-founded our firm in 1976 and is Co-Chairman &adChief Executive Officer of our Managing Partride is
actively involved in managing the firm and servegtee Private Equity Investment and Portfolio Magragnt Committees. Mr. Kravis
currently serves on the boards of First Data Cafian and China International Capital Corporatiomited. Mr. Kravis also serves as a
director, chairman emeritus or trustee of sevartiical and educational institutions, including Md&inai Hospital, Columbia Graduate
School of Business, Rockefeller University, andr&aont McKenna College. He earned a B.A. in Ecorsrfriom Claremont McKenna
College in 1967 and an M.B.A. from the Columbia msity Graduate School of Business in 1969. MawWs has over 34 years experience
financing, analyzing and investing in public and/ate companies, as well as serving on the bodrdsay public and private portfolio
companies in the past, including the board of Pdimentil 2006. As our co-founder and Co-Chief Bxtee Officer, Mr. Kravis has an
intimate knowledge of KKR's business, which alldvirs to provide insight into various aspects of business and is of significant value to
board of directors.

George R. Robertsco-founded our firm in 1976 and is Co-Chairman @oedChief Executive Officer of our Managing Partride is
actively involved in managing the firm and servestoe Private Equity Investment and Portfolio Magragnt Committees. Mr. Roberts
currently serves as a director or trustee of séwaittural and educational institutions, includithgg San Francisco Symphony and Claremont
McKenna College. He is also founder and Chairmath@board of directors of REDF, a San Francisecoprofit organization. He earned a
B.A. from Claremont McKenna College in 1966, antl2. from the University of California (Hastingsaw School in 1969. Mr. Roberts has
over 34 years experience financing, analyzing amdsting in public and private companies, as weberving on the boards of many public
and private companies in the past. As our co-fouadd Co-Chief Executive Officer, Mr. Roberts hadm@timate knowledge of KKR's
business,
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which allows him to provide insight into variougpasts of our business and is of significant vatughe board of directors.

Professor Joseph A. Grundfesis a member of the board of directors of our Mangdtartner. Mr. Grundfest was elected to the boérd
directors of our Managing Partner effective July 2810. Mr. Grundfest has been a member of thdtfaoftiStanford Law School since 1990,
where he is the William A. Franke Professor of Lavd Business. He is also senior faculty of the értimd Toni Rembe Rock Center for
Corporate Governance at Stanford University; fouraahel director of Director's College, a venue fa professional education of directors of
publicly traded corporations; and co-founder ofdficial Engines, Inc., a provider of services andaadto participants in employer-sponsored
retirement plans, where he has served as a dirgictoe its inception in 1996. Mr. Grundfest wasarinissioner of the SEC from 1985 to
1990. He holds a B.A. in Economics from Yale Unsigrand a J.D. from Stanford Law School. Mr. Grigstis knowledge and expertise in
capital markets, corporate governance, and segsitdivs provides significant value to the oversagid development of our business.

Dieter Rampl is a member of the board of directors of our Mangdrartner. Mr. Rampl was elected to the boardrettbrs of our
Managing Partner effective July 15, 2010. Mr. Rahmg been Chairman of UniCredit Group since 20@bthe Spokesman of the Board of
Managing Directors of Bayerische Vereinsbank, Mbrgince 2003, where he had been a Member of thedBoathe Corporate Business and
Corporate Finance since 1995. Previously, Mr. Rangd Managing Director of Charterhouse, London, &g of the Corporate Business of
BHF—Bank Frankfurt and General Manager of BHF Ndktherica, and a member of the Foreign Trade Fimangroup at Société de Banque
Suisse. He is also the Vice Chairman of Mediob&hpaA., a director of the Italian Banking Asso@ati Chairman of the Supervisory Boarc
Koenig & Bauer AG and a member of the Supervisoopfd of FC Bayern Minchen AG, and was the Chairafahe Supervisory Board of
Bayerische Borse AG until June 2010. In additiom, Rlampl previously served as a director and Chairof the Audit Committee of KKR
Guernsey GP Limited, the general partner of KKR i@sey. Mr. Rampl's career in the financial servicelsistry brings important expertise to
the oversight and development of our businessharalso provides a valuable European perspectitreetboard of directors.

Robert W. Scully is a member of the board of directors of our Manggdtartner. Mr. Scully was elected to the boardikgctors of our
Managing Partner effective July 15, 2010. Mr. Sculbs a member of the Office of the Chairman of §ar Stanley until his retirement in
2009, where he had previously been Co-Presideratir@hn of Global Capital Markets and Vice Chairnodinvestment Banking. Prior to
joining Morgan Stanley, he served as a managirgrttir at Lehman Brothers and at Salomon BrothersSkgully has been a director of Ba
of America Corporation since 2009, where he is anber of the Audit Committee and the chairman ofGloenpensation and Benefits
Committee, and has previously served as a direftGMAC Financial Services and MSCI Inc. He holasfaB. from Princeton University al
an MBA from Harvard Business School. Mr. Scullyss\g&ar career in the financial services industigds important expertise to the oversight
of our business. In addition, Mr. Scully bringsetatl development, senior client relationship managerand strategic initiative experiences that
are important to the development of our business.

Todd A. Fisherjoined the firm in 1993 and is Chief Administrati@dficer of our Managing Partner. He is activelyadilved in managing
the firm and serves on the Private Equity Investn@ammittee. Prior to joining KKR, Mr. Fisher woidkéor Goldman, Sachs & Co. in New
York and for Drexel Burnham Lambert in Los Angelss. Fisher is a director of Maxeda B.V., Northg&iéormation Solutions plc. and
Rockwood Holdings, Inc. Previously, he served dgector of ALEA Group Holdings AG until 2007, aBgistol West Insurance Group until
2007. Mr. Fisher currently serves as a trusted®Private Equity Foundation, a London non-prafiamization. He holds a
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B.A. from Brown University, an M.A. in InternatiohAffairs from Johns Hopkins University and an MABin Finance from the Wharton
School at the University of Pennsylvania.

William J. Janetschekjoined the firm in 1997 and serves as Chief Finalnoifficer of our Managing Partner. Prior to joigios, he was
Tax Partner with the New York office of Deloitte Bouche LLP. Mr. Janetschek was with Deloitte & Tioedor 13 years. He holds a B.S. fi
St. John's University and an M.S., Taxation, framed’University, and is a Certified Public Accountan

David J. Sorkin joined the firm in 2007 and serves as General Galwfour Managing Partner. Prior to joining uswes a partner with
Simpson Thacher & Bartlett LLP, where he was a mamalb that law firm's executive committee. Mr. Sarlwas with Simpson Thacher &
Bartlett LLP for 22 years. He holds a B.A. from Wiins College and a J.D. from Harvard University.

Effective March 14, 2011, Thomas Schoewgjoin the board of directors of our Managing Pait and will become a member of the
audit committee and the conflicts committee. Thardmf directors has determined that Mr. Schoewetsniiie independence requirements of
the NYSE and the Exchange Act rules applicablauttitacommittees and that Mr. Schoewe qualifiesra%aadit committee financial expert"
within the meaning of Item 407(d)(5) of Regulati®K.

Thomas M. Schoewavas executive vice president and chief financifitef for Wal-Mart Stores, Inc., a position he h&ldm January
2000 to November 2010, and was employed by Walmartransitional capacity to January 2011. Pidonis employment at Walmart,
Mr. Schoewe served as senior vice president aref fihancial officer for Black and Decker Corp.pasition he held from 1993 to 1999. Prior
to that, he served for four years as Black and Beskice president of finance. He previously tibklposition of vice president of business
planning and analysis. He joined Black and Deckelrd86 after serving at Chicago-based Beatrice Gmmeg, where he was chief financial
officer and controller of Beatrice Consumer Durablac. He is a member of Financial Executivesrimgonal. In 2008, Mr. Schoewe was
named a National Trustee for The First Tee. Sifi@ 2he has served on the board of directors déBubup, Inc., formerly known as Pulte
Homes, Inc., which merged with Centex Corporatid2009. He previously served on the Centex board S¢hoewe graduated from Loyola
University of Chicago with a bachelor's of businadministration degree in finance. Mr. Schoewefseeience in financial reporting,
accounting and control, and business planning aatysis brings important expertise to the oversait development of our business.

Independence and Composition of the Board of Direots

Our Managing Partner's board of directansststs of five directors, three of whom, Messmur@fest, Rampl and Scully, are independent
under NYSE rules relating to corporate governanaters. While we are exempt from NYSE rules retatmboard independence, our
Managing Partner intends to maintain a board &adars that consists of at least a majority ofadoes who are independent under NYSE rules
relating to corporate governance matters. Mr. Saleogill join the board of directors effective Marth, 2011.

Board Committee:

Our Managing Partner's board of direct@s four standing committees: an audit committemrdlicts committee, a nominating and
corporate governance committee and an executivenitbee that operate pursuant to written charteideasribed below. Because we are a
limited partnership, our Managing Partner's boanddt required by NYSE rules to establish a comgims committee or a nominating and
corporate governance committee or to meet othestantive NYSE corporate governance requirementslétiie board has established a
nominating and governance committee, we rely oilaMa exemptions concerning the committee's cortiposand mandate.
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Audit Committee

The audit committee consists of Messrsn@fesst (Chairman), Rampl and Scully. The purposthefaudit committee is to assist the bc
of directors in overseeing and monitoring: (i) theality and integrity of our financial statemen(i§; our compliance with legal and regulatory
requirements; (i) our independent registered jultcounting firm's qualifications and independerand (iv) the performance of our
independent registered public accounting firm. frteambers of the audit committee meet the indeperdstandards and financial literacy
requirements for service on an audit committee lmbard of directors pursuant to the Exchange AdtMMSE rules applicable to audit
committees. The Managing Partner has determingd#ehn of Messrs. Grundfest, Rampl and Scully i%aadit committee financial expert"
within the meaning of Item 407(d)(5) of Regulati®#K. The audit committee has a charter which islalbke at the Investor Relations section
of our internet website at www.kkr.com. Mr. Schoewi# become a member of the audit committee efiecMarch 14, 2011.

Conflicts Committee

The conflicts committee consists of Mes@rundfest, Rampl and Scully. The conflicts comedtis responsible for reviewing specific
matters that the board of directors believes maglire a conflict of interest and for enforcing aights under any of the exchange agreement,
the tax receivable agreement, the limited partneapreement of any KKR Group Partnership or auitkd partnership agreement, which we
refer collectively to as the covered agreementainst) KKR Holdings and certain of its subsidiardesl designees, a general partner or limited
partner of KKR Holdings, or a person who holds erngship or equity interest in the foregoing éest The conflicts committee is also
authorized to take any action pursuant to any aityhor rights granted to such committee under emyered agreement or with respect to any
amendment, supplement, modification or waiver tp such agreement that would purport to modify sagthority or rights. In addition, the
conflicts committee shall approve any amendmentpof the covered agreements that in the reasefaddgment of our Managing Partner's
board of directors is or will result in a conflizt interest. The conflicts committee will determifi¢he resolution of any conflict of interest
submitted to it is fair and reasonable to our pathip. Any matters approved by the conflicts cotteriwill be conclusively deemed to be fair
and reasonable to our partnership and not a biefeanty duties that may be owed to our unitholdersiddition, the conflicts committee may
review and approve any related person transactaiher than those that are approved pursuant toetated person policy, as described under
"Certain Relationships and Related Party Transastiand Director Independence—Statement of PoleyaRling Transactions with Related
Persons," and may establish guidelines or rulesver specific categories of transactions. The membf the conflicts committee meet the
independence standards for service on an audit dteenof a board of directors pursuant to the ErgeAct and NYSE rules relating to
corporate governance matters. Mr. Schoewe will beca member of the conflicts committee effectiveadial4, 2011.

Nominating and Corporate Governance Committee

The nominating and corporate governancenaitt@e consists of Messrs. Kravis, Roberts andl§gclihe nominating and corporate
governance committee is responsible for identifyang recommending candidates for appointment tbdaed of directors and for assisting
and advising the board of directors with respeché#dters relating to the general operation of th&rth and corporate governance matters.

Mr. Scully meets the independence standards feicgeon an audit committee of a board of direcrssuant to the Exchange Act and NYSE
rules relating to corporate governance matters.
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Executive Committee

The executive committee consists of Medéravis and Roberts. The purpose of the executbrenittee is to act, when necessary, in
place of our Managing Partner's full board of dioes during periods in which the board is not iassen. The executive committee is author
and empowered to act as if it were the full bodrdiectors in overseeing our business and affaixsept that it is not authorized or empow«
to take actions that have been specifically debmhyed other board committees or to take actionk weispect to: (i) the declaration of
distributions on our common units; (ii) a mergerconsolidation of our partnership with or into dmextentity; (iii) a sale, lease or exchange of
all or substantially all of our assets; (iv) a lidation or dissolution of our partnership; (v) aagtion that must be submitted to a vote of our
Managing Partner's members or our unitholdersyipiafly action that may not be delegated to a boardmittee under our Managing Partner's
limited liability company agreement or the Delawbamited Liability Company Act.

Code of Business Conduct and Ethics

We have a Code of Business Conduct anad&thnich applies to our principal executive offigerincipal financial officer and principal
accounting officer and is available on our intenvebsite at www.kkr.com under the "Investor Relagiosection. We intend to disclose any
amendment to or waiver of the Code of Business Ganaind Ethics on behalf of an executive officedioector either on our Internet website
or in a Current Report on Form 8-K filing.

Corporate Governance Guidelines

Our Managing Partner's board of direct@s & governance policy which addresses mattersasuttte board of directors' responsibilities
and duties and the board of directors' composé#imth compensation. The governance policy is availablour internet website at
www.kkr.com under the "Investor Relations" section.

Communications to the Board of Directors

The non-management members of our Mandgamther's board of directors meet regularly. Abeaeeting of the non-management
members, the non-management directors choosecidite lead the meeting. All interested partiesjuding any employee or unitholder, may
send communications to the non-management membets Managing Partner's board of directors by imgito: the General Counsel,

KKR & Co. L.P., 9 West 5% Street, Suite 4200, New York, New York 10019.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchangeohd 934, as amended, requires the executiveayffiand directors of our general partner, and
persons who own more than ten percent of a regidtelass of the Partnership's equity securitié#etdnitial reports of ownership and reports
of changes in ownership with the SEC and furnighRartnership with copies of all Section 16(a) fetihrey file. To our knowledge, based
solely on our review of the copies of such repfutaished to us or written representations fromhspersons that they were not required to
file a Form 5 to report previously unreported ovam@p or changes in ownership, we believe that, vatpect to the fiscal year ended
December 31, 2010, such persons complied withuah $iling requirements, except that KKR Holding$Lhad one late Form 4 filing
reporting one transaction.
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ITEM 11. EXECUTIVE COMPENSATION
Compensation Discussion and Analysis
Compensation Philosophy

Our compensation program has three prirobjgctives: (1) to attract, motivate and retain emnployees, (2) to align their interests with
those of our unitholders and other investors, &)dd reinforce our culture and values.

Our employees. Our business as an investment firm is depenaletite services of our principals (including oamed executive
officers) and other employees. Among other thimgsdepend on their ability to find, select and exedénvestments, manage and improve
portfolio company operations, find and developtieteships with fund investors and other sourcesapiital, and provide other services, anc
cannot compete without their continued employmeittt ws. Therefore, it is important that our key éoypes are compensated in a manner
motivates them to excel and encourages them toinewith the firm.

Alignment of interests. Management equity ownership in the businessesich we invest has been a guiding principle digfmut our
firm's history, and we apply that principle to celkges: every employee of the firm is expected teehen equity interest in us. This equity
ownership serves to align the interests of our egrg#s with those of our unitholders. In additioecéuse we invest in and alongside our
investment funds and have a carry pool from whiehcan allocate to our principals 40% of the carigerest that we generate through our
business, we believe that our principals’ interastsalso aligned with those of our investors aftimds, vehicles and accounts that we manage
which in turn benefits our unitholders.

Culture and values. One of our most important values is our "dine' approach with shared responsibility and sss¢c@nd we belie
in a culture of meritocracy and fairness. Therefomempensation is based on the performance ofrineas a whole and on an individual's
contributions to the firm. For example, we do noetnpensate people based merely on an individual@naglishments in relation to the profits
and losses of his or her business unit. In additi@conduct at least annually an evaluation potest seeks input from a wide range of
persons on an employee's contribution to the finciuding his or her commitment to the firm's cuétand values. We believe that using this
kind of an evaluation process also promotes a nneaswbjectivity as a balance to managerial judgime

We refer to our two C8hief Executive Officers, our Chief Administrati@ficer, our Chief Financial Officer and our GenleCaunsel a
our "named executive officers." We believe thatelements of compensation discussed below for anred executive officers serve these
primary objectives. We, as a limited partnershithwio annual meeting of unitholders, are not reguto conduct say-on-pay or say-on-
frequency votes as provided in the Dodd-Frank Bciwever, we intend periodically to review the eletseof our compensation, and we may
make changes to the compensation structure relatinge or more named executive officers basedhemtitcome of such reviews from time
time.

KKR Holdings

Each of our named executive officers hatdisrests in our business through KKR Holdings,ahtis the entity that indirectly owns all of
the outstanding KKR Group Partnership Units thatrest allocable to us.

KKR Holdings units are, subject to certegstrictions, exchangeable for our common unitsa one-forene basis, and generally canno
sold to third parties for monetary value unlesy thee first
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exchanged for our common units. Because KKR Hoklungjts are exchangeable for our common units, elie\e that our named executive
officers' interests are aligned with those of onitholders.

KKR Holdings from time to time receivestdisutions that are made on KKR Group Partnershiftdthat are held by it. To the extent
such distributions are received on KKR Group Pasinig@ Units that underlie any KKR Holdings unitaitthave satisfied certain initial vesting
requirements, if any, at the time distributions éeelared on the underlying KKR Group Partnershiyitd) such distributions will be allocated
and further distributed to the named executivecef as and when received. To the extent thatdistfibutions are made on KKR Group
Partnership Units underlying any KKR Holdings urtitat have not satisfied initial vesting requiremseat the time distributions are declarec
the underlying KKR Group Partnership Units, sucdstribbutions may be allocated or otherwise applirediuch amounts and in such manner as
our Co-Chief Executive Officers, acting through gemeral partner of KKR Holdings, may determines itontemplated that such distributions
with respect to unvested KKR Holdings units wilhgeally be paid to our named executive officers amdother principals as annual bonus
compensation from time to time.

In 2010, our named executive officers reegidistributions on their vested KKR Holdings snénd because these distributions are not
considered to be compensation, they have not gErted in the Summary Compensation Table.

Compensation Elements
Base Salary

For 2010, each of our named executive effiavas paid an annual salary of $300,000. We\metleat the base salary of our named
executive officers should typically not be the msighificant component of total compensation. Oar@hief Executive Officers determined
that this amount was a sufficient minimum basergdta our named executive officers and decided ithshould be the same for all named
executive officers. We are responsible for fundimg base salary.

Year-End Bonus Compensation

Other than their salary and certain inctdebenefits noted below under "Other Compensdtiom; Co-Chief Executive Officers did not
receive any additional compensation in 2010. Theyeldecided at this time not to receive any bomuwgteer amounts from us or from KKR
Holdings in excess of distributions payable withpect to their KKR Holdings units. Instead, theyddecided that year-end bonus payments
from KKR Holdings should be made to our other pipats in order to motivate and retain them for leaefit of the firm.

In 2010, our Chief Administrative Offic&Zhief Financial Officer and General Counsel wera@e&d additional yeagnd compensation i
bonus payments that were determined by our Co-GEhietutive Officers acting through the generalparbf KKR Holdings. Our Co-Chief
Executive Officers made their subjective deternmoret by assessing our overall performance andahgibutions that our Chief
Administrative Officer, Chief Financial Officer ar@@eneral Counsel made to our development and ssijcags firm, during the year. In mak
these determinations, our Co-Chief Executive Officnsulted with certain of our senior principatsl, with respect to the determinations for
our Chief Financial Officer and General Counsehsidered the recommendations of our Chief Admiatate Officer. In addition, we believe
that the discretion permitted to our Co-Chief ExaaiOfficers permits them to award bonus compeosah an amount necessary to motivate
and retain these named executive officers.

Once the bonus amount is determined, tdamount is divided into cash compensation afeféel equity bonus compensation. The
amount of deferred equity bonus compensation mutatled using a graduated range of percentageshvggenerally from 5% to 20%
depending on total
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compensation. After the application of this caltiola, if a senior principal is eligible for an ienental bonus amount as determined by our Co
Chief Executive Officers, all of this incrementairtus is paid as deferred equity bonus compensation.

The cash bonus amounts paid to our ChiehiAtstrative Officer, our Chief Financial Officend our General Counsel for 2010 are
reflected in the Bonus column of the 2010 Summaryn@ensation Table below. Although these cash bpayments are economically borne
by KKR Holdings, we expect that, over time, we nii@yrequired to pay a portion, or eventually all{hefse cash bonus payments as KKR
Holdings becomes unable to reserve cash for bomupensation as more KKR Holdings units vest.

The portion of the bonus payment delivaoedur named executive officers (other than ourGhief Executive Officers) as deferred eq
bonus compensation consists of grants of additionis$ in KKR Holdings. The dollar amounts of theklderred equity bonus compensation
grants were communicated to our named executiveenffin December 2010, and they were legally g@ditKR Holdings units on
February 16, 2011 in amounts calculated by dividivegpreviously communicated dollar amounts byfitteetrading day average of our
common units ending on December 31, 2010. Althahgmamed executive officers have received theeehtinus payment in equity in
February 2011, we call them "deferred" becausenanred executive officers' ability to monetize thieto cash is deferred to the future when
the vesting provisions discussed below lapse. Aisgi&010 year-end bonus compensation, our Chirhifvistrative Officer received 108,392
KKR Holdings units, our Chief Financial Officer miged 29,021 KKR Holdings units, and our Generali@&el received 31,819 KKR Holdin
units. Because these grants were made after Dec&hp2010, they do not appear in the tables bebavwill appear in the tables for the year
ended December 31, 2011.

These deferred equity bonus compensatiantgjiare subject to a four-year service-basedngestindition (with the first vesting event
occurring on April 1, 2012) and additional one- awd-year transfer restrictions based on the naexedutive officer's compliance with his
confidentiality and restrictive covenant agreeme@nher than the period for service-based vestimgtérms are identical to those contained in
the KKR Holdings units granted in connection witle tonsummation of the Transactions in October 2808iscussed below under "Terms of
KKR Holdings Units." Vesting serves as an employtiretention mechanism and thereby enhances thenadigt of interests between our
named executive officers who receive year-end cosgtgon payments and the firm.

Although we have not suffered any dilutéhre to the granting of these equity awards by KKdtdithgs, we expect that, over time, we \
grant some or all of this deferred equity bonus pensation from our Equity Incentive Plan.

Carried Interest

We allocate and distribute to a carry pt@o of the carried interest that we earn, from Wwidar principals are eligible to receive a car
interest allocation. Carry pool allocations are mérbkt on a total dollar basis and then allocatedn investment by investment basis, and the
percentage participation of the named executiviea in the carry pool varies by size of investtraerd in the aggregate. The carry pool is
maintained and administered by KKR Associates HgsiL.P., which, similar to KKR Holdings, is nosabsidiary of ours. Allocations are
determined by our Co-Chief Executive Officers agtihrough the general partner of KKR Associatesdifigs L.P.

Carried interest, if any, from the carrppim respect of any particular investment is gpdyd in cash when the underlying investment is
realized. To the extent any "clawback” obligatierriggered, carried interest previously distrilouby the fund would have to be returned to
such fund, thereby reducing the named executiveasf§ overall compensation for any such year. Beedhe amount of carried interest
payable is directly tied to the realized perfornan€the underlying investments, we believe thidcs a strong alignment of interests among
the investors in those funds and the named
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executive officers, and thus benefits our unithcddén addition, several of our competitors usdipigation in carried interest as an important
compensation element, and we believe that we nwgiglsame in order to attract and retain the ipaslified personnel.

Participation in our carry pool for our naanexecutive officers is subject to a range ofimgstchedules, from four-year vesting (with no
vesting upon grant) for principals with less thae fyears employment with KKR up to two-year vegt{and 50% vesting upon grant) for the
most senior principals. Vesting serves as an empdoy retention mechanism and enhances the alignohémterests between a participant in
our carry pool and the firm as well as the limigadtners in our investment funds. Due to theinstats co-founders of our firm, our Co-Chief
Executive Officers are typically completely vestedheir carried interest allocations upon grant.

Other Compensation

Our Co-Chief Executive Officers are reimgrd by us for the use of a car and driver, andayefqr the compensation of certain personnel
who administer personal matters for them. We feai these benefits are appropriate in light oftifme that they spend on our business, the
limited compensation paid by us for their servigesg] their unique status as co-founders of our.firm

In 2010, we paid certain relocation expsrdeour Chief Administrative Officer.

We allow our principals, including our nasmexecutive officers, to retain any compensati@i they may receive for serving as our
designees on the boards of directors of KKR padfobmpanies.

Finally, certain named executive officeraynmeceive equity grants from KKR Financial Holdsrd C (NYSE: KFN) for their services to
that company. In 2010, Mr. Sorkin received a grHrt1,506 restricted shares of KFN, as determinethé compensation committee of the
Board of Directors of KFN.

Minimum Retained Ownership

While employed by us, each of our namedetiee officers are required to hold at least 25%he cumulative amount of KKR Holdings
units that have satisfied the service-based vestinglition during the duration of his employmenthathe firm.

Compensation and Risk

Our compensation program includes elemiatisdiscourage excessive risk-taking and thahatig compensation of our employees with
the long-term performance of the firm. For examptéger than certain equity that either immediatedgted as part of the grants to all
employees or our founders or that were made inan@ for the contribution of assets, in each aasemnection with the consummation of
Transactions in October 2009, practically all af #guity awards held by our principals are sulifeet multi-year service vesting condition and
a one- and two-year transfer restricted vestinglitimm. In addition, except in circumstances naabdve, the equity awards held by our other
employees are also generally subject to a nyeltir service vesting condition. Because our equitsirds have significant vesting provisions,
actual amount of compensation realized by the recfwill be tied to the long-term performance af @ommon units. In addition, we only
make cash payments of carried interest to our ipé@t& when profitable investments have been redlared after sufficient cash has been
distributed to the investors in our funds. Moregtke general partner of a fund is required torretarried interest distributions to the fund due
to, for example, underperformance by the relevand fsubsequent to the payment of such carriedeistteAccordingly, the principal would be
subject to "clawback," i.e., be required to retcanried interest payments previously made to acjé, all of which further discourages
excessive risk-taking by our personnel.
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Summary Compensation Tab

The following table presents summary infation concerning compensation that we paid foriseswrendered by our named executive
officers during the fiscal years ended Decembe2809 and 2010.

Prior to the consummation of the Transaation October 1, 2009, our named executive offiaatsother senior principals generally did
not received salary or bonus and, instead, recdimadcial benefits only through their ownershipeirests in the general partners and the
management companies of our funds and investmiesitshey made in or alongside our funds. Cashibligtons to our named executive
officers in respect of their interests in the maragnt companies of our funds for the year endec@mbber 31, 2009 were $17.8 million to
Mr. Kravis, $17.8 million to Mr. Roberts, $4.3 nidlh to Mr. Fisher, $2.0 million to Mr. Janetscheld&2.3 million to Mr. Sorkin. In 2010, our
named executive officers received distributionseldasn their vested KKR Holdings units. Becausedtistributions are not considered to be
compensation, these distributions are not refleatkedompensation in the table below.

Carried interest distributions to our naneadcutive officers in respect of their interestshie general partners of our funds for the year
ended December 31, 2009 were $0.5 million to Maws, $0.5 million to Mr. Roberts, and $0.1 millimMr. Fisher. Messrs. Janetschek and
Sorkin received de minimis carried interest disttibns for the year ended December 31, 2009. Onl@ctl, 2009, their interests in certain
general partners of our funds were contributedstonthe Transactions. Carried interest distrimgito our named executive officers in respect
of the carry pool established by KKR Associatesditajs L.P. for the year ended December 31, 2010edlected in the All Other
Compensation column in the 2010 Summary Compenms@table below.

In respect of the year ended December @19 2Messrs. Kravis, Roberts, Fisher, JanetschélSarnkin were deemed to have received for
compensation purposes $4.1 million, $4.1 milliod,%million, $0.2 million and $0.2 million, respactly. These are amounts that were
invested in our funds on their behalf and will bstributed to them in future periods only if gaere realized on those investments. No
comparable amounts were received in 2010.

There are certain contractual arrangemeatentered into with KKR Holdings at the time oé thransactions and thereafter, including a
tax receivable agreement, that relate to paymerasiit named executive officers that are not comgueng and are described in "Certain
Relationships and Related Party Transactions, aret@r Independence.”

2010 Summary Compensation Table

Stock All Other
Salary Awards Compensation Total
Name and Principal Position Year ($)(1) Bonus ($)(2) ($)(3) ($) $)
Henry R. Kravis 201C 300,00( — — 19,830,79(4) 20,130,79
Co-Chief Executive
Officer 200¢  62,50( — 70,192,02 243,48t 70,498,01.
George R. Rober 201C 300,00( — — 19,790,11(5) 20,090,11
Co-Chief Executive
Officer 200¢  62,50( — 70,192,02 271,38¢ 70,525,91.
Todd A. Fishel 201C 300,000 4,750,001 — 5,155,89{(6) 10,205,89
Chief Administrative
Officer 200¢  56,25( — — 50,62¢ 106,87¢
William J. Janetsche 201C 300,00( 1,885,00 — 1,077,50(7) 3,262,50!
Chief Financial Officer 200¢  56,25( — — — 56,25(
David J. Sorkir 201C 300,000 2,045,001 — 617,42(8) 2,962,42
General Couns¢ 200¢  56,25( —  4,390,20: — 4,446,45.

Q) For the fiscal year ended December 31, 2009, reptesalary payments received for the three moatiogh subsequent
the consummation of the Transactions on Octob20Q9. For
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()

®3)

(4)

®)

(6)

(7)
(8)

periods prior to October 1, 2009, all cash paymentduding salaries, were treated as distributivom the genere
partners and the management companies of our amdisvestments.

The discretionary bonus payments in 2010 were rbgd€KR Holdings and accordingly were not economiichbrne by
us.

For the fiscal year ended December 31, 2009, sdts & non-cash amount representing the net vdlugits in KKR
Holdings received in the reorganization of KKR ktkange for contributed ownership interests ingiee Transaction
KKR entities. The net value received is calculasdhe difference between (a) the aggregate gedetfdir value of KKF
Holdings units received by each named executiviearfin connection with the Transactions as catealgursuant to
Financial Accounting Standards Board (FASB) AccounStandards Codification Topic 718pmpensation—Stock
CompensatiolfASC Topic 718) and (b) the fair value of the owsiep interests in the Combined Business that theeda
executive officer contributed in exchange for suaoifts. To the extent that (b) is equal to, or icess of, (a), no
compensation is reflected in the table above.

Consists of $19,507,995 in cash payments of camiedest from the carry pool during 2010, $40,00€es for

Mr. Kravis's service as a KKR-designated directottee board of directors of First Data CorporatiatcKR portfolio
company, during 2010, $118,183 related to Mr. Ksaviise of a car and driver and $164,619 relatedrtain personnel
who administer personal matters for Mr. Kravis. Stfes require that transportation and personngéeses not directly
and integrally related to our business be discl@sedompensation to Mr. Kravis. Because we do eypasitely track
personnel expenses based on whether they areeddair business or for personal reasons, 100%eoptaceding costs
have been reported for Mr. Kravis.

Consists of $19,507,995 in cash payments of camiedest from the carry pool during 2010, $169,58ated to

Mr. Roberts's use of a car and driver and $112(BRifed to certain personnel who administer pelsomadters for

Mr. Roberts. SEC rules require that transportatiod personnel expenses not directly and integralited to our
business be disclosed as compensation to Mr. Rolggtause we do not separately track personnehses based on
whether they are incurred for business or persa@aons, 100% of the preceding costs have beertedfor

Mr. Roberts.

Consists of $4,770,588 in cash payments of caimnigdest from the carry pool during 2010, $81,11 &ekes for

Mr. Fisher's service as a KKR-designated directothe board of directors of Maxeda, a KKR portfalmmpany, during
2010, $46,277 in fees for Mr. Fisher's service KKR-designated director on the board of directfrblorthgate
Information Solutions, a KKR portfolio company, thg 2010, $139,957 in fees and aggregate grantfdiatealue of
unrestricted shares awarded to Mr. Fisher for éigise as a KKR-designated director on the boawireictors of
Rockwood Holdings, a KKR portfolio company, durip@10 and $117,960 of relocation expenses.

Consists of only cash payments of carried intdrest the carry pool during 2010.

Consists of $417,421 cash payments of carriedd@atdrom the carry pool during 2010 and $200,0@8asenting the
grant date fair value of restricted shares of Kibmled to Mr. Sorkin for his service to KFN duri2g10.

Grants of Plan-Based Awards in 2010

There were no grants of plan-based awardsit named executive officers in the fiscal yeatezl December 31, 2010.

Narrative Disclosure to Summary Compensation Tabland Grants of Plan-Based Awards in 2010

Terms of KKR Holdings Units

The units that our named executive offi@ad other principals hold in KKR Holdings are ®dbtjto transfer restrictions and, except for
interests held by our Co-Chief Executive Officemsl @ertain interests that were vested when grantednnection with the consummation of

the Transactions in

206




Table of Contents

October 2009, subject to multi-year service-baseding requirements. Due to their unique statua®unders of our firm, our Co-Chief
Executive Officers are completely vested in theimnership of KKR Holdings units.

In general, unvested KKR Holdings unitgially vest in equal installments over a multi-ygariod (which can be as much as five years)
from the grant date, subject to the recipient'sinoed employment with us. Following this initiaésting (or the grant date if interests were
vested upon grant), interests remain contingerglted while they are subject to certain transfarictions.

KKR Holdings units that are subject to sfem restrictions may not be transferred, exchamgexherwise disposed for a specified period
of time following the initial vesting date. The tisfer restriction period lasts for a minimum of ¢hle year with respect to one-half of the units
vesting on the initial vesting date and (2) tworgeaith respect to the other ohelf of the units vesting on such vesting daten$fer restricte
interests become fully vested at the end of thesfea restriction period if the holder is not tenatied for cause and has complied with the te
of his or her confidentiality and restrictive coaeh agreement during the transfer restrictionsoge$ee "Terms of Confidentiality and
Restrictive Covenant Agreements” below.

Because KKR Holdings is a partnershippfithe KKR Holdings units have been legally all@htbut the allocation of certain of these
units had not been communicated to each respgutieipal as of December 31, 2010. The units wladleeation has not been communicated
are subject to performance-based vesting condijtishich include profitability and other similar tefia. These criteria are not sufficiently
specific to constitute performance conditions focaunting purposes, and the achievement, or laarlett, will be determined based upon the
exercise of judgment by the general partner of Kk@dings. Each principal will ultimately receivetineen zero and 100% of the units
initially allocated. The allocation of these urii@s not yet been communicated to the award redfpamnthis was management's decision on
how to best incentivize its principals. It is aifgited that additional service-based vesting camtitwill be imposed at the time the allocation
is initially communicated to the respective priradgp We applied the guidance of ASC Topic 718 amthuded that these KKR Holdings units
do not yet meet the criteria for recognition of gensation cost because neither the grant datdaaetvice inception date has occurred. In
reaching a conclusion that the service inceptide tlas not occurred, we considered (1) the fatthigavesting conditions are not sufficiently
specific to constitute performance conditions foraunting purposes, (2) the significant judgmeat tan be exercised by the managing
members in determining whether the vesting conaitiare ultimately achieved, and (3) the absencemimunication to the principals of any
information related to the number of units they evigitially allocated. The allocation of these gnitill be communicated to the award
recipients when the performance-based vesting tiondihave been met, and currently there is no a&to when the communication will
occur. The determination as to whether the awarpients have satisfied the performance-basedngstnditions is made by the general
partner of KKR Holdings, and is based on multigetbrs primarily related to the award recipiemdividual performance.

While employed by our firm, our named exaaiofficers and other principals are also subjechinimum retained ownership rules that
require them to continuously hold at least 25%hefrtcumulatively vested KKR Holdings units.

The transfer and vesting restrictions amimum retained ownership rules applicable to KKBIdings units may not be enforceable ir
cases and can be waived, modified or amended by KK&IRings at any time without our consent.

Terms of Confidentiality and Restrictive Covenangieements

The confidentiality and restrictive covehagreements with each of our named executiveariilmclude prohibitions on them competing
with us or soliciting certain investors or seniew¢l employees of our firm and specified subsidigend affiliates during a restricted period
following their departure
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from the firm. These agreements also require paeldo protect and use the firm's confidential infation only in accordance with
confidentiality restrictions set forth in the agment.

The restricted periods for our Co-Chief &ixtéve Officers expire on (1) for voluntary termiimas or terminations with cause, the later of
October 1, 2013 and two years from termination @dor terminations without cause, one year fremmination. The restricted periods for
other named executive officers expire on (1) fdumtary terminations or terminations with cause pddéths from termination, and (2) for
terminations without cause, nine months from teation. These restricted periods are subject toatemtufor any "garden leave" or "notice
period" that an employee serves prior to termimatibemployment.

Because KKR Holdings is the party to th@ageeements and not us, we may not be able to enfioeen, and these agreements might be
waived, modified or amended at any time without comsent.

Outstanding Equity Awards at 2010 Fiscal-Year End

The following table sets forth informatiooncerning unvested KKR Holdings units for eaclhefnamed executive officers as of
December 31, 2010.

Stock Awards

Number of Shares or Units of Market Value of Shares or Units of
Name Stock that Have Not Vested (#)(1) Stock that Have Not Vested ($)(2)
Henry R. Kravis — —
George R. Rober! — —
Todd A. Fishel 3,500,84. 49,711,98
William J. Janetsche 2,276,92. 32,332,29
David J. Sorkir 2,112,611 29,999,07

(1)  Approximately 53%, 28% and 21% of the KKR Holdingsts issued to each of Messrs. Fisher, JanetsamelSorkin,
respectively, on October 1, 2009 vested on Octdp2009. The remaining unvested portion of such Kddings units
time vest in installments on annual and semi-annesting dates over a fiwear period commencing on October 1, 2(
and will remain subject to transfer restrictions doe or two years following vesting. Half of th&R Holdings units
issued and vested on October 1, 2009 are no I@uipgect to transfer restrictions as of Decembe2810.

(2) These amounts are based on the December 31, atsifgcmarket price of our common units of $14.20qmenmon uni
Option Exercises and Stock Vested in 2010

The following table sets forth informatiooncerning amounts received by each of our nameduixe officers upon the initial vesting of
KKR Holdings units based on service-conditions adgithe year ended December 31, 2010.

Number of
Shares Acquired Value Realized
Name on Vesting (#)(1) on Vesting ($)(2)
Henry R. Kravis — —
George R. Rober! — —
Todd A. Fishel 875,21 9,487,28
William J. Janetsche 745,92¢ 8,154,51!
David J. Sorkir 547,01 5,939,809

(1) These amounts are subject to- and twe-year transfer restriction
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2) These amounts are based on the closing marketgfrimgr common units on each respective vesting.:
Pension Benefits for 2010
We provided no pension benefits duringytear ended December 31, 2010.
Nonqualified Deferred Compensation for 2010

We provided no defined contribution plantiee deferral of compensation on a basis thabigax-qualified during the year ended
December 31, 2010.

Potential Payments Upon Termination or Change in Cutrol

Upon termination of employment, vesting gratly ceases for KKR Holdings units that haveinitally vested, and contingently vested
units remain subject to transfer restrictions foe-oand two-year periods, except as described below

A principal who retires after the latermécember 31, 2012 and the first date on which hiseo age plus years of service equals 80 will
continue to vest in his or her unvested KKR Holdingits for an additional two years following retirent, subject to compliance, if applica
with the requirement that the holder not violate tbrms and conditions of his or her confidentjadind restrictive covenant agreement during
the period in which such KKR Holdings unit remairensfer restricted over one- and two-year peribldse of our named executive officers
retired in the year ended December 31, 2010.

Upon death or permanent disability, a hotifeKKR Holdings units becomes immediately vestedll unvested KKR Holdings units and
the transfer restrictions immediately lapse. ThHeesof unvested KKR Holdings units held by the rdraxecutive officers as of December
2010 are set forth above in the Outstanding Egiwtards at 2010 Fiscal Year-End Table.

In addition, upon a change in control of RKka holder of KKR Holdings units becomes immedjatested in all unvested KKR Holdings
units and the transfer restrictions immediatelys&apAs noted above, the values of unvested KKR iHgdunits held by the named executive
officers as of December 31, 2010 are set forth alovthe Outstanding Equity Awards at 2010 Fiscahi¥End Table.

Upon termination of employment, vesting gratly ceases for carried interest allocationsepkthat the vesting of carried interest
allocations of our named executive officers andptrincipals may continue for a certain pre-deteed period of time if they are terminated
without cause or if they leave without cause, stittie compliance, if applicable, with the requirerhthat the person not violate the terms and
conditions of his or her confidentiality and restitie covenant agreement. In addition, carriedrégteallocations become immediately vested
upon death or permanent disability.

Director Compensation

We limit compensation for service on ourridging Partner's board of directors to the independirectors. Each independent director
receives (1) an annual cash retainer of $75,00@&r(additional annual cash retainer of $15,0@0¢h independent director is a member of the
nominating and corporate governance committeearf3dditional annual cash retainer of $25,000¢hdndependent director is a member of
the audit committee and (4) an additional annughcatainer of $15,000 if such independent direséoves as the chairman of the audit
committee. In
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addition, each independent director was grante@dODOrestricted equity units on October 1, 2010 yams$ to our Equity Incentive Plan.

2010 DIRECTOR COMPENSATION

Fees

Earned

or Paid Stock All Other

in Cash Awards Compensation Total
Name (%) ®@) ®)(@2 )
Joseph A. Grundfe: 57,50( 108,40( $ 1,50C 167,40(
Robert W. Scully 57,50( 108,40( $ 1,50C 167,40(
Dieter Ramp 50,00((3) 108,400 $ 1,50C 159,90(

1) Represents the aggregate grant date fair valuestrieted equity units granted to each of the iedejent directors during
the year ended December 31, 2010 as calculateztordance with ASC Topic 718. See Note 10 of tharfcial
statements included elsewhere in this report fditeehal information about the valuation assumpgiovith respect to all
grants reflected in this column. These amountgcéethe aggregate grant date fair values calculateér ASC Topic 718
and may not correspond to the actual value thateitecognized by the independent directors.

2) Represents distributions on unvested restricte@tyegnits that the director was entitled to recedging the year ended
December 31, 2010.

3) This amount does not include $62,500 in fees gaMrt Rampl in his capacity as a director of KKResusey GP
Limited, the general partner of KKR & Co. (GuernskyP., prior to its delisting on July 15, 20:

The following table details grants of reted equity units to each of our independent dinescof our Managing Partner in the year ended
December 31, 2010. The table includes the graetaled grant date fair value of 2010 restrictedtgquiits and the aggregate number of
restricted equity units as of December 31, 2010emMvy each independent director who served asatdirduring the year ended
December 31, 2010:

Total Number of Unvested

Stock Grant Date Restricted Equity Awards
Grant Awards Fair Value on December 31, 2010
Name Date(1) #) ($)(2) (#)
Joseph A. Grundfe: 10/1/201¢  10,00( 108,40( 10,00(
Robert W. Scully 10/1/201¢  10,00( 108,40( 10,00(
Dieter Ramp 10/1/201¢  10,00( 108,40( 10,00(

(1)  The restricted equity awards granted on Octob2010 vest on October 1, 2011.

2) This column represents the grant date fair valuesificted equity units granted to each of thepwhdent directors
during the year ended December 31, 2010 as cadcliataccordance with ASC Topic 7:

KKR & Co. L.P. Equity Incentive Plan
Our Managing Partner has adopted the KKa&. L.P. 2010 Equity Incentive Plan, which is reégrto as the Equity Incentive Plan.
Administration

The board of directors of our Managing Rartadministers the Equity Incentive Plan. Howetlez,board of directors of our Managing
Partner may delegate such authority, including ¢coramittee
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or subcommittee of the board of directors. Undertdrms of the Equity Incentive Plan, the boardigdctors of our Managing Partner, or the
committee or subcommittee thereof to whom authdatgdminister the Equity Incentive Plan has besleghted, as the case may be, is reft
to as the Administrator. The Administrator deteresinvho will receive awards under the Equity Inognilan, as well as the form of the
awards, the number of units underlying the awandksthe terms and conditions of the awards, condistéh the terms of the Equity Incentive
Plan. The Administrator has full authority to irgest and administer the Equity Incentive Plan asdiéterminations will be final and binding
on all parties concerned. The Administrator maygdate the authority to grant awards and the dajajoadministration of the plan to any of
our employees.

Common Units Subject to the Equity Incentive Plan

The total number of our common units whicay be issued under the Equity Incentive Plan dlenéffective date of the plan is equiva
to 15% of the number of fully diluted common urdtgstanding as of such date; provided that beggwiith the first fiscal year after the
Equity Incentive Plan becomes effective and commiguvith each subsequent fiscal year occurringehter, the aggregate number of common
units covered by the plan will be increased, orfitls¢ day of each fiscal year of KKR & Co. L.P.aaering during the term of the plan, by a
number of common units equal to the positive défer, if any, of (x) 15% of the aggregate numberoofimon units outstanding on the last
day of the immediately preceding fiscal year of pkeen sponsor minus (y) the aggregate number ohommunits available for issuance under
the plan as of the last day of such year, unlesg\tministrator should decide to increase the nurobeommon units covered by the plan by a
lesser amount on any such date.

Options and Unit Appreciation Rights

The Administrator may award non-qualifiedtwptions and unit appreciation rights under Hugiity Incentive Plan. Options and unit
appreciation rights granted under the Equity Ineerlan will become vested and exercisable at Sowds and upon such terms and condit
as may be determined by the Administrator at time tof grant, but no option or unit appreciatiorhtigiill be exercisable for a period of more
than 10 years after it is granted. The exercisgegser common unit will be determined by the Adstirdtor, provided that options and unit
appreciation rights granted to participants whol&u®. taxpayers (i) will not be granted with anmeige price less than 100% of the fair market
value per underlying common unit on the date ohgaad (i) will not be granted unless the commait an which it is granted constitutes
equity of the participant's "service recipient” wit the meaning of Section 409A of the Internal &awe Code of 1986, as amended. To the
extent permitted by the Administrator, the exergigee of an option may be paid in cash or its eagleint, in common units having a fair mai
value equal to the aggregate exercise price arfygay such other requirements as may be impogatids Administrator, partly in cash and
partly in common units or through net settlementdmmon units. As determined by the Administratmif appreciation rights may be settled
in common units, cash or any combination thereof.

Other Equity-Based Awards

The Administrator, in its sole discretiomay grant or sell common units, restricted commoitsudeferred restricted common units,
phantom restricted common units, and any other dswat are valued in whole or in part by referetoc®r are otherwise based on the fair
market value of, the common units. Any of theseep#quity-based awards may be in such form, andragnt on such conditions, as the
Administrator determines, including without limitat the right to receive, or vest with respectaiee or more common units (or the equivalent
cash value of such units) upon the completion secified period of service, the occurrence ofweneand/or the attainment of performance
objectives. The Administrator may, in its discretidetermine whether other equity-based
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awards will be payable in cash, common units oceo#ssets or a combination of cash, common unétotrer assets.
Compensation Committee Interlocks and Insider Parttipation

Because we are a limited partnership, candfjing Partner's board of directors is not requiyeNY SE rules to establish a compensation
committee. Our founders, Messrs. Kravis and Robsetyve as Co-Chairmen of the board of directormuofManaging Partner. For a
description of certain transactions between uscamdounders, see "Certain Relationships and ReRgety Transactions, and Director
Independence."

Compensation Committee Report

The board of directors of our Managing Rartdoes not have a compensation committee. Tlre éaiard of directors has reviewed and
discussed with management the foregoing CompemsBigrussion and Analysis and, based on such reaf@indiscussion, has determined
the Compensation Discussion and Analysis shouiddieded in this annual report.

Henry R. Kravi:
George R. Robel
Joseph A. Grundfe
Dieter Ramg.
Robert W. Scull
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIA L OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Our Common Units

The following table sets forth the benefi@wnership of our common units and KKR Group Renghip Units that are exchangeable for
our common units by:

. each person known to us to beneficially own moes thds of any class of the outstanding voting séesrof our partnership
based on our review of filings with the SEC,;

. each of the directors, persons chosen to beconre@at and named executive officers of our Mangd®artner; an

. the directors, persons chosen to become a dirantbexecutive officers of our Managing Partner gsoap.

The numbers of common units and KKR Groagrership Units outstanding and the percentagpeiéficial ownership are based on
212,770,091 common units issued and outstandingt@ad@®37,329 KKR Group Partnership Units that aehangeable for our common units
as of February 28, 2011. Beneficial ownership isach case determined in accordance with the ofiltee SEC. Under these rules, more than
one person may be deemed a beneficial owner «faime securities and a person may be deemed adiehafiner of securities as to which
has no economic interest.

KKR Group
Partnership Units and
Common Units Special Voting Units Percentage
Beneficially Owned* Beneficially Ownedt of C\:/%T?r?gi]ned

Name(1) Number Percent Number Percent Powertt
KKR Holdings(2)(6) 147,76: *  470,237,32 68.£% 68.£%
Franklin Resources, Inc.( 20,700,34 9.7% — — 3.C%
Henry R. Kravis(2)(4)(5)(7 4,814,92 2.3 470,237,32 68.£% 69.€%
George R. Roberts(2)(4)(5)( 4,814,92 2.3 470,237,32 68.£% 69.€%
Joseph A. Grundfe: — — — — —
Dieter Ramp — — — — —
Robert W. Scully(6 77,40( * — —
Thomas M. Schoewe(! — — — — —
Todd A. Fisher(7 — — 5,863,46. * *
William J. Janetschek(: — — 1,944,88. * *
David J. Sorkin(7 — — 1,272,78! * *
Directors, persons chosen to

become a director and executi

officers as a group (9 persot 4,892,322 2.3% 470,237,32 68.£% 69.€%

* Less than 1.0%

1) KKR Group Partnership Units held by KKR Holdinge @&xchangeable (together with the correspondingiapeting units) for ou
common units on a one-for-one basis, subject towasry conversion rate adjustments for splits, disitributions and reclassifications
and compliance with lock-up, vesting and transéstrictions as described under "Certain Relatigrsshnd Related Party Transactions,
and Director Independence=xchange Agreement.” Beneficial ownership of KKRo@y Partnership Units reflected in this table hat
also been reflected as beneficial ownership ofcoanmon units for which such KKR Group Partnershipttymay be exchanged.

Tt On any matters that may be submitted to a votaiptinitholders, the special voting units provideittholders with a number of vot
that is equal to the aggregate number of KKR Group
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(1)

)

®3)

(4)

Partnership Units that such holders hold and erditich holders to participate in the vote on timeshasis as our unitholders.

The address of each director and executive officefo KKR Management LLC, 9 West 57th Street, 4Btabr, New York, New York
10019.

KKR Holdings owns, beneficially or of record, angaggate of 147,761 common units and 470,237,328amgeable KKR Group
Partnership Units (or 100% of the total numbenafangeable KKR Group Partnership Units). Our ppais hold interests in KKR
Holdings that will entitle them to participate tmetvalue of the KKR Group Partnership Units heldKii§R Holdings. KKR Holdings is
a limited partnership that is controlled by KKR Hinlgs GP Limited, its sole general partner, whieb mvestment control over all Kk
Group Partnership Units and common units held byrK#oldings and voting control over all special ngtiunits held by KKR
Holdings. Each of Messrs. Kravis and Roberts disddeneficial ownership of the securities that rhaydeemed to be beneficially
owned by him, except to the extent of his own pe&myrinterest therein. Messrs. Kravis and Robdysyirtue of their rights under the
organizational documents of KKR Holdings GP Limi{glte general partner of KKR Holdings), may be dedno share dispositive
and/or voting power with respect to the KKR GrowgstRership Units, special voting units and commnitstheld by KKR Holdings.
Mr. Kravis disclaims beneficial ownership of theggties that may be deemed to be beneficially aumehim, except with respect to
86,709,475 KKR Group Partnership Units in whichelne certain related entities have a pecuniaryésteMr. Roberts disclaims
beneficial ownership of the securities that mayleemed to be beneficially owned by him, except wadgpect to 86,709,475 KKR
Group Partnership Units in which he and certaiatesl entities have a pecuniary interest. The addrekKR Holdings is c/o KKR
Management LLC, 9 West 57th Street, 42nd Floor, Nenk, New York 10019.

Based on a Schedule 13G filed with the SecuritiesExchange Commission on February 2, 2010 by FiraRlesources, Inc., Charles
B. Johnson, Rupert H. Johnson, Jr., and TempletobaBAdvisors Limited, these common units are H®ldne or more open- or
closed-end investment companies or other managemliats that are investment management clientsveSiment managers that are
direct and indirect subsidiaries (the "Templetovestment Management Subsidiaries") of Franklin Ress, Inc. Investment
management contracts grant to the Templeton InvedtiManagement Subsidiaries all investment anditng power over the
securities owned by such investment managememitglids of December 31, 2010, Templeton Global Adks Limited has sole votir
and dispositive power over 19,346,629 of the commnuits and shared and dispositive voting power 87519 of the common units;
Templeton Investment Counsel, LLC has sole votimg) dispositive power over 1,155,000 of the commuoitsy Franklin Advisory
Services, LLC has sole voting and dispositive postear 109,200 of the common units and FiduciarysT @ompany International has
sole voting and dispositive power over 2,000 ofdtbmmon units. The address of these beneficial owiseOne Franklin Parkway, San
Mateo, California 94403. Their percentage of commnoits beneficially owned was not calculated byirtgknto account the number of
KKR Group Partnership Units exchangeable for oummmn units.

KKR MIF Fund Holdings L.P. owns, beneficially or efcord, an aggregate of 1,028,156 common units.sbhe general partner of
KKR MIF Fund Holdings L.P. is KKR MIF Carry HoldisgL.P. The sole general partner of KKR MIF Carryiditogs L.P. is KKR MIF
Carry Limited. Each of KKR MIF Carry Holdings L.Ras the sole general partner of KKR MIF Fund Halgdih..P.); KKR MIF Carry
Limited (as the sole general partner of KKR MIF @afoldings L.P.); KKR Index Fund Investments L(Bs the sole shareholder of
KKR MIF Carry Limited); KKR IFI GP L.P. (as the sobeneral partner of KKR Index Fund Investments)t. IRKR IFI Limited (as the
sole general partner of KKR IFI GP L.P.); KKR Fuddldings L.P. (as the sole shareholder of KKR Ikhited); KKR Fund

Holdings GP Limited (as a general partner of KKmétHoldings L.P.); KKR Group Holdings L.P. (as aageal partner of KKR Fund
Holdings L.P. and the sole shareholder of KKR Fhiadtlings GP Limited); KKR Group Limited (as the sol
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general partner of KKR Group Holdings L.P.); KKR@b. L.P. (as the sole shareholder of KKR Group téuh); and KKR
Management LLC (as the sole general partner of KK®o. L.P.) may be deemed to be the beneficial ovafi¢he securities.

Messrs. Kravis and Roberts are the designated ntesmb&KR Management LLC and may be deemed to stliapositive power with
respect to the common units held by KKR MIF Fundditigs L.P. Each of Messrs. Kravis and Robertsldists beneficial ownership
of the securities except to the extent of his peaayrinterest.

(5) KKR Reference Fund Investments L.P. owns, bendifjoia of record, an aggregate of 3,639,010 commoits. The sole gener
partner of KKR Reference Fund Investments L.P.KRKFI GP L.P. Each of KKR IFI GP L.P. (as the sgkneral partner of KKR
Reference Fund Investments L.P.); KKR IFI Limiteg ¢he sole general partner of KKR IFI GP L.P.);&RKund Holdings L.P. (as the
sole shareholder of KKR IFI Limited); KKR Fund Hatdis GP Limited (as a general partner of KKR Furaddihgs L.P.); KKR Group
Holdings L.P. (as a general partner of KKR Fundditals L.P. and the sole shareholder of KKR Funddihgis GP Limited); KKR
Group Limited (as the sole general partner of KKieup Holdings L.P.); KKR & Co. L.P. (as the soleagtholder of KKR Group
Limited); and KKR Management LLC (as the sole gahpartner of KKR & Co. L.P.) may be deemed to e beneficial owner of the
securities. Messrs. Kravis and Roberts are thegdasgd members of KKR Management LLC and may benddedo share dispositive
power with respect to the common units held by KME Fund Holdings L.P. Each of Messrs. Kravis arab®rts disclaims beneficial
ownership of the securities except to the extemti®pecuniary interest.

(6) Mr. Scully disclaims beneficial ownership of allcbucommon units.

©) Not included in this table are common units heldadyKR-affiliated holding vehicle, which have been repdrby Messrs. Kravis
Roberts, Fisher, Janetschek and Sorkin pursuggdton 16 of the Securities Exchange Act of 1984 vespect to 208,634, 275,583,
135,338, 14,818 and 5,000 common units, respegtivel

(8) Mr. Schoewe will join the board of directors of ddanaging Partner effective March 14, 20
Our Managing Partner

Our Managing Partner's outstanding limitahility company interests consist of Class A gsamwhich are entitled to vote on the election
and removal of directors and all other matters tizate not been delegated to the board of directorsserved for the vote of Class B members,
and Class B shares, which are entitled to vote witly respect to any matter requiring the approfdiolders of voting interests held directly
indirectly by us in the general partners of our+h®. funds. Notwithstanding the number of Classhares held by the Class A members,
under our Managing Partner's limited liability caangy agreement, Messrs. Kravis and Roberts are dbemepresent a majority of the
Class A shares outstanding for purposes of votmgatters upon which holders of Class A sharegatided to vote. Messrs. Kravis and
Roberts may, in their discretion, designate onmore holders of Class A shares to hold such vagimger and exercise all of the rights and
duties of Messrs. Kravis and Roberts under our MenggPartner's limited liability company agreeméfthile Messrs. Kravis and Roberts
historically have acted with unanimity when mangginir business, they have not entered into anyeaggat relating to the voting of their
Class A shares. All of our Managing Partner's o@less A shares are held by our other senior gratsi Our Managing Partner's Class B
shares are divided equally among twelve principsdsh of whom holds less than 10% of the votinggqraef the Class B shares. None of the
shares in our Managing Partner provide these heldé&h economic interests in our business. See"&&sk Factors—Our limited partnership
agreement contains provisions that reduce or etiteiduties (including fiduciary duties) of our lbed partner and limit remedies available for
unitholders for actions that might otherwise cangi a breach of duty. It will be difficult for uhlders to successfully challenge a resolution
of a conflict of interest by our Managing Partnebg its conflicts committee.” In addition, see $RiFactors—We are a
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Delaware limited partnership, and there are prowmssiin our limited partnership agreement regareéxaulpation and indemnification of our
officers and directors that differ from the Delaw&eneral Corporation Law (DGCL) in a manner thaybe less protective of the interests of
our common unitholders."

Securities Authorized for Issuance under Equity Compensation Plans

The table set forth below provides inforimatconcerning the awards that may be issued umgdeE quity Incentive Plan as of
December 31, 2010.

Number of
Number of Securities Remaining
Securities to be Weighted-Average Available for Future
Issued Upon Exercise Price Issuance Under Equity
Exercise of of Outstanding Compensation Plans
Outstanding Options, Options, Warrants (excluding securities
Warrants and Rights(1) and Rights reflected in column(a))(2)

Equity Compensation Pla

Approved by Security

Holders 30,00( — 102,421,11
Equity Compensation Plans N

Approved by Security

Holders — — —

Total 30,00( — 102,421,11

@ Reflects the aggregate number of restricted equiits granted as of December 31, 2010.

(2)  The aggregate number of common units covered bitjuity Incentive Plan is increased on the first dheach fiscal
year during its term by a number of units equahtpositive difference, if any, of (a) 15% of tggregate number of
common units outstanding on the last day of the édliately preceding fiscal year minus (b) the aggtegumber of
common units covered by the Equity Incentive Plaofassuch date (unless the administrator of thetidpcentive Plan
should decide to increase the number of commors goitered by the plan by a lesser amount). We filedea
registration statement and intend to file additloegistration statements on Form S-8 under then®exs Act to register
common units covered by the Equity Incentive Planl{ding pursuant to automatic annual increas®sy.such Form S-
8 registration statement will automatically becosffective upon filing. Accordingly, common unitsgistered under suc
registration statement will be available for sadhe open marke

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The following description is a summary leé¢ tmaterial terms of the agreements described belogvdoes not contain all of the informa
that you may find useful. For additional informatjgyou should read the copies of our investmergexgent, our exchange agreement, our
registration rights agreement, our tax receivagle@ment and the partnership agreements of the &rKRp Partnerships, all of which have
been filed as exhibits to this report.

On October 1, 2009, we completed the Tretiteas. In accordance with our purchase and sakeawent with KPE, prior to the complet
of the Transactions, we made cash and in-kindibligtons of $206.5 million to certain of our pripails relating to amounts for periods prior to
October 1, 2009. Such distributions consisted bEgantially all available cash-on-hand, certairraed receivables of its management
companies and capital markets subsidiaries andingyersonal property (consisting of non-operatiagets). These distributions were made in
respect of periods prior to the Transactions. Tlaseunts did not include, however, any accrued todng or transaction fees to be credited
against any management fees that are payablegaatsf future periods, the after-tax
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amount of any management fees that may be requirkee returned to investors before a carried istarey be paid and any other amounts
were necessary to provide the Combined Busines$sswificient working capital to conduct its busisés the ordinary course.

The Investment Agreement

On August 4, 2009, we entered into an itmest agreement by and among us, certain of oiliatds, KKR Guernsey and certain of its
affiliates, as a condition to the Combination Tieat®n.

U.S. Listing

The investment agreement provided thatmeekKR Guernsey each had the right to require titm@bther use its reasonable best efforts to
cause KKR Guernsey to contribute its units représgtimited partner interests in Group Holdingamin exchange for an equivalent number
of our common units and, in connection therewitlr, @mmon units received by KKR Guernsey to bedisind traded on the NYSE by
delivering an election notice to the other party. Eebruary 24, 2010, we delivered an election rdticKKR Guernsey pursuant to the
investment agreement and we commenced tradingeoNYSE on July 15, 2010 under the symbol "KKR".

Indemnification and Insurance

The investment agreement provides thatafeeriod of six years after the closing of the.WiSting, the KKR Group Partnerships will
indemnify each present and former director ancceffof the general partner of KKR Guernsey andagedther persons serving in a similar
role against all losses, liabilities, damages, jndgts and fines incurred in connection with any, gl&aim, action, proceeding, arbitration or
investigation arising out of or related to actidalsen by them in their capacity as directors oiceff of the general partner of KKR Guernse
taken by them at the request of KKR Guernsey ogtreeral partner of KKR Guernsey. In addition, itheestment agreement also provides
the KKR Group Partnerships will indemnify us, KKRi&nsey, each present and former director andeoftitthe general partner of KKR
Guernsey and certain other persons serving a simika against all losses, liabilities, damagedgjuents and fines to which any of them may
become subject under the Securities Act, the Exgidct, or other applicable law, statute, ruleegulation insofar as such losses, liabilities,
damages, judgments and fines arise out of or asedoapon any untrue statement or alleged untrtenséat of a material fact contained in the
registration statement relating to our common uwitse issued to, and distributed by KKR Guernsegny other document issued by us, KKR
Guernsey or any of their respective affiliatesammection with, or otherwise relating to, the ULi8ting, or arise out of or are based upon the
omission or alleged omission to state therein aratfact required to be stated therein or neaggdsamake the statements therein, in the light
of the circumstances under which they were mademigleading.

Pursuant to the investment agreement, wesradd directors' and officers' liability insurarfoe the benefit of the directors and officers
(and former directors and officers) of the genpeatner of KKR Guernsey which (i) is effective foperiod from the date of the dissolution of
KKR Guernsey through and including the date thatis/ears after such date, (ii) covers claimsirgi®ut of or relating to any action,
statement or omission of such directors and offiegnether on or before the date of such dissol(trmiuding the transactions contemplated
by the investment agreement and the decision makiocess by the directors of the general partn&id® Guernsey in connection therewith)
to the same extent as the directors and officemioManaging Partner acting in their capacitiethasdirectors and officers of the general
partner of KKR Guernsey are insured with respeeteto, and (iii) contains a coverage limit of $16illion.
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Exchange Agreement

We have entered into an exchange agreemitnKKR Holdings, the entity through which certahour principals, including
Messrs. Kravis, Roberts, Fisher, Janetschek arkirGdrold their KKR Group Partnership Units, purmstito which KKR Holdings or certain
transferees of its KKR Group Partnership Units noaya quarterly basis (subject to the terms okttehange agreement), exchange KKR
Group Partnership Units held by them (together witlresponding special voting units) for our commits on a one-for-one basis, subject to
customary conversion rate adjustments for splig, distributions and reclassifications. At theatien of certain of our intermediate holding
companies that are partners of the KKR Group Pestrigs, the intermediate holding companies mayesextchanges of KKR Group
Partnership Units with cash in an amount equahédfair market value of the common units that waatlierwise be deliverable in such
exchanges. To the extent that KKR Group Partnerdhigs held by KKR Holdings or its transferees exehanged for our common units, our
interests in the KKR Group Partnerships will berespondingly increased. Any common units receiaahusuch exchange will be subject to
any restrictions that were applicable to the exgednKKR Group Partnership Units, including any aqglle transfer restrictions.

On November 2, 2010, the exchange agreewasnitimended and restated to provide certain rightancel exchanges or limit the number
of units exchanged in a given quarter. The amentsraso provided that certain exchanges will béaihew subsidiary, the result of which is
that the income tax character of a small portiomobme distributed to unitholders may differ frevhat it would have been absent the
amendment. If additional taxes result from theus@n of this subsidiary of ours, KKR Holdings willake payments to one of our subsidiaries
in respect of those taxes.

Certain interests in KKR Holdings that Aegd by our principals are subject to significaansfer restrictions and vesting requirements
that, unless waived, modified or amended will lithi¢é ability of our principals to cause KKR Grougrtership Units to be exchanged under
the exchange agreement so long as applicable gestith transfer restrictions apply. The generalngairdf KKR Holdings, which is controlled
by our founders, will have sole authority for waigiany applicable vesting or transfer restrictions.

Registration Rights Agreement

In connection with the NYSE listing, we ergd into a registration rights agreement with KK&dings pursuant to which we granted
KKR Holdings, its affiliates and transferees of KiKR Group Partnership Units the right, under dertarcumstances and subject to certain
restrictions, to require us to register under theusities Act our common units (and other secugitienvertible into or exchangeable or
exercisable for our common units) held or acqubedhem. Under the registration rights agreemenitjdrs of registration rights will have the
right to request us to register the sale of themmon units and also have the right to requireoundke available shelf registration statements
permitting sales of common units into the marketrfitime to time over an extended period. In addjtlwlders of registration rights will have
the ability to exercise certain piggyback registratrights in connection with registered offerimggiuested by other holders of registration
rights or initiated by us. On October 1, 2010, ibgistration statement we filed pursuant to thieament was declared effective.

Tax Receivable Agreement

We and one or more of our intermediate ingldompanies may be required to acquire KKR Greagnership Units from time to time
pursuant to our exchange agreement with KKR HolelikdKR Management Holdings L.P. intends to makelantion under Section 754 of t
Internal Revenue Code in effect for each taxabe yewhich an exchange of KKR Group PartnershijitdJior common units occurs. Certain
of these exchanges are expected to result in aedse in certain of
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our intermediate holding companies' share of tkésis of the tangible and intangible assets@kKR Group Partnerships, primarily
attributable to a portion of the goodwill inherémour business, that would not otherwise have lzemiilable. This increase in tax basis may
increase depreciation and amortization deductionsalk purposes and therefore reduce the amountomme tax our intermediate holding
companies would otherwise be required to pay irfuh&e. This increase in tax basis may also deergain (or increase loss) on future
dispositions of certain capital assets to the extenbasis is allocated to those capital assets.

We have entered into a tax receivable agea¢ with KKR Holdings requiring the intermediatelding company to pay to KKR Holdings
or transferees of its KKR Group Partnership Uni%aof the amount of cash savings, if any, in UeBlefal, state and local income tax that the
intermediate holding companies actually realiza assult of this increase in tax basis, as wei%¥% of the amount of any such savings the
intermediate holding companies actually realiza assult of increases in tax basis that arise ddiettire payments under the agreement. A
termination of the agreement or a change of cortiald give rise to similar payments based on tasrgs that we would be deemed to realize
in connection with such events. This payment oliligais an obligation of the intermediate holdirggmgpanies and not of either KKR Group
Partnership. As such, the cash distributions tornomunitholders may vary from holders of KKR Grdegrtnership Units (held by KKR
Holdings and others) to the extent payments areemader the tax receivable agreements to exchamgidgrs of KKR Group Partnership
Units. As the payments reflect actual tax savirgeived by KKR entities, there may be a timingetiéhce between the tax savings receive
KKR entities and the cash payments to exchangihdeh® of KKR Group Partnership Units. We expectittiermediate holding companies to
benefit from the remaining 15% of cash savingany, in income tax that it realizes. In the evéat bther of our current or future subsidiaries
become taxable as corporations and acquire KKR @Rartnership Units in the future, or if we becdaseable as a corporation for U.S.
federal income tax purposes, we expect that ealtlhh@dome subject to a tax receivable agreemeitt svibstantially similar terms.

For purposes of the tax receivable agre¢nsash savings in income tax will be computed emyparing the actual income tax liability of
our subsidiary to the amount of such taxes thairttegmediate holding companies would have beenired to pay had there been no increase
to the tax basis of the tangible and intangibletsssf the KKR Group Partnerships as a result@kttchanges of KKR Group Partnership L
and had the intermediate holding companies notedtato the tax receivable agreement. The terthetax receivable agreement continues
until all such tax benefits have been utilized xpieed, unless the intermediate holding compankesaise their right to terminate the tax
receivable agreement for an amount based on tleedgayments remaining to be made under the agnteme

Estimating the amount of payments that maynade under the tax receivable agreement ismatture imprecise, insofar as the
calculation of amounts payable depends on a vaoiefigctors. The actual increase in tax basis, elbag the amount and timing of any
payments under the tax receivable agreement, aill depending upon a number of factors, including:

. the timing of exchang—for instance, the increase in any tax deductiotisvaiy depending on the fair market value, wh
may fluctuate over time, of the KKR Group Partngrsbinits, which will depend on the fair market valof the depreciable or
amortizable assets of the KKR Group Partnershipiseatime of the transaction;

. the price of our common units at the time of theh@ng—the increase in any tax deductions, as well asath®asis increase
other assets, of the KKR Group Partnerships, ectlir proportional to the price of our common uritghe time of the exchany

. the extent to which such exchanges are ta—if an exchange is not taxable for any reason (fstance, in the case o
charitable contribution), increased deductions mdl be available; and
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. the amount of tax, if any, our intermediate holdomgnpany is required to pay aside from any tax fiefnem the exchanges, ai
the timing of any such payment. If our intermediatéding companies do not have taxable income dsighe any tax benefit
from the exchanges, it will not be required to mpkgments under the tax receivable agreement évitalxable year because no
tax savings will have been actually realized.

We expect that as a result of the amoutii@increases in the tax basis of the tangibleimatgible assets of the KKR Group
Partnerships, assuming no material changes iretheant tax law and that we earn sufficient taxaid®me to realize the full tax benefit of the
increased amortization of our assets, future paysnamder the tax receivable agreement will be suitist. The payments under the tax
receivable agreement are not conditioned upon oncipals' continued ownership of us.

The intermediate holding companies may ieabe the tax receivable agreement at any time &kimg an early termination payment to
KKR Holdings or its transferees, based upon thepregent value (based upon certain assumptiomeitak receivable agreement) of all tax
benefits that would be required to be paid by tilerimediate holding companies to KKR Holdings sttiinsferees. In addition, the tax
receivable agreement provides that upon certaigensy asset sales, other forms of combinationaitss or other changes of control, the
minimum obligations of our intermediate holding quamies or their successor with respect to exchaogadquired KKR Group Partnership
Units (whether exchanged or acquired before or afieh transaction) would be based on certain gssomns, including that our intermediate
holding companies would have sufficient taxableme to fully utilize the increased tax deductiond ancreased tax basis and other benefits
related to entering into the tax receivable agregnie these situations, our obligations undertéhereceivable agreement could have a
substantial negative impact on our liquidity.

Decisions made by our senior principalthimcourse of running our business, such as wieret to mergers, asset sales, other forms of
business combinations or other changes of comtray, influence the timing and amount of payments @@ received by an exchanging or
selling holder of partner interests in the KKR GodRartnerships under the tax receivable agreeienexample, the earlier disposition of
assets following an exchange or acquisition traiwaevill generally accelerate payments under thereceivable agreement and increase the
present value of such payments, and the disposifiassets before an exchange or acquisition tcéinsawill increase a principals' tax liability
without giving rise to any rights of a principal@ceive payments under the tax receivable agreemen

Payments under the tax receivable agreewisirite based upon the tax reporting positions tha Managing Partner will determine. We
are not aware of any issue that would cause thedRBallenge a tax basis increase. However, meitH&® Holdings nor its transferees will
reimburse us for any payments previously made uthdetax receivable agreement if such tax basigease, or the tax benefits we claim
arising from such increase, is successfully chgkeinby the IRS. As a result, in certain circumstanayments to KKR Holdings or its
transferees under the tax receivable agreemend tauin excess of the intermediate holding compgargsh tax savings. The intermediate
holding company's ability to achieve benefits frany tax basis increase, and the payments to be umatde this agreement, will depend upt
number of factors, as discussed above, includiadithing and amount of our future income.

KKR Group Partnership Agreements

We indirectly control the general partnefshe KKR Group Partnerships and, through the KBRup Partnerships and their subsidiaries,
the KKR business. Because our Managing Partneatggeand controls us, our Managing Partner's bafadtectors and our officers are
ultimately responsible for all material decisiorighe KKR Group Partnerships and the KKR Group maghips' businesses.

Pursuant to the partnership agreementseoKKR Group Partnerships, our partnership, astmrolling general partner of KKR Fund
Holdings L.P. and KKR Management Holdings L.P.,étwe
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indirect right to determine when distributions Wik made to the holders of KKR Group Partnershifts.and the amount of any such
distributions.

The partnership agreements of the KKR Gi@agnerships provide for tax distributions to ttedders of KKR Group Partnership Units if
the general partners of the KKR Group Partnerstigisrmine that distributions from the KKR GrouptRarships would otherwise be
insufficient to cover the tax liabilities of a heldof a KKR Group Partnership Unit. Generally, thésx distributions will be computed basec
our estimate of the net taxable income of the miépartnership allocable to a holder of a KKR GQr&artnership Unit multiplied by an
assumed tax rate equal to the highest effectivgimalrcombined U.S. federal, state and local inctemeate prescribed for an individual or
corporate resident in New York, New York (takingaraccount the nondeductibility of certain experesed the character of our income).

The partnership agreements of the KKR Gi@agnerships authorize the general partners dKKRR Group Partnerships to issue an
unlimited number of additional securities of the RKsroup Partnerships with such designations, peafars, rights, powers and duties that are
different from, and may be senior to, those appliedo the KKR Group Partnerships Units, and whitky be exchangeable for KKR Group
Partnership Units.

Firm Use of Private Aircraft

Certain of our senior principals, includidgssrs. Kravis and Roberts, own aircraft that we for business purposes in the ordinary cc
of our operations. These senior principals paidterpurchase of these aircraft with their perséuadis and bear all operating, personnel and
maintenance costs associated with their operafioa.hourly rates that we pay for the use of théseadt are based on current market rates for
chartering private aircraft of the same type. Wiel |$5.2 million for the use of these aircraft dgrithe year ended December 31, 2010, of w
$4.9 million was paid to entities collectively covlted by Messrs. Kravis and Roberts.

Side-By-Side and Other Investments

Because fund investors typically are uringilto invest their capital in a fund unless thedis manager also invests its own capital in the
fund's investments, our private equity fund docutsgenerally require the general partners of owage equity funds to make minimum
capital commitments to the funds. The amount aféhsommitments, which are negotiated by fund imresgenerally range from 2% to 4% of
a fund's total capital commitments at final clositdhen investments are made, the general partmérilootes capital to the fund based on its
fund commitment percentage and acquires a capiildst in the investment that is not subject ¢araied interest. Historically, these capital
contributions have been funded with cash from dpmra that otherwise would be distributed to oungipals and by our principals.

In connection with the Reorganization Temt®ns, we did not acquire capital interests regiments that were funded by our principals
or others involved in our business prior to thenBaxctions. Rather, those capital interests weoeatkd to our principals or others involved in
our business and are reflected in our financidéstants as noncontrolling interests in consolidatgities to the extent that we hold the ger
partner interest in the fund. Any capital contribos that our private equity fund general partragesrequired to make to a fund will be funded
by us and we will be entitled to receive our alldesshare of the returns thereon.

In addition, our principals and certainatlyualifying employees are permitted to invest bade invested their own capital in sideigle
investments with our funds. Side-Bide investments are investments made on the same &ind conditions as those available to the ek
fund, except that these side-by-side investmemtsiar subject to management fees or a carriecestteFhe cash invested by our executive
officers and their investment vehicles aggregate$il?.3 million for the year
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ended December 31, 2010, of which $4.3 million8$&illion, $1.5 million and $0.7 million was invest by Messrs. Kravis, Roberts Fisher,
and Janetschek, respectively. Mr. Sorkin had imgeatde minimis amount in such investments foryttee ended December 31, 2010. These
investments are not included in the accompanyimgalidated and combined financial statements.

Indemnification of Directors, Officers and Others

Under our partnership agreement, in mastoistances we will indemnify the following persptusthe fullest extent permitted by law,
from and against all losses, claims, damages|itiabj joint or several, expenses (including lefg&ls and expenses), judgments, fines,
penalties, interest, settlements or other amowoisManaging Partner; any departing Managing Pgrare/ person who is or was an affiliate
our Managing Partner or any departing Managingreareiny person who is or was a member, partnemtgdters partner, officer, director,
employee, agent, fiduciary or trustee of our padhig or our subsidiaries, the general partnemgrdeparting general partner or any affiliat
us or our subsidiaries, our Managing Partner ordeparting Managing Partner; any person who isas serving at the request of a Managing
Partner or any departing Managing Partner or afiljaéé of a Managing Partner or any departing Mzing Partner as an officer, director,
employee, member, partner, agent, fiduciary otéeisf another person; or any person designatediblianaging Partner. We have agreed to
provide this indemnification unless there has beéinal and non-appealable judgment by a courbafigetent jurisdiction determining that
these persons acted in bad faith or engaged id fvawillful misconduct. We have also agreed tovite this indemnification for criminal
proceedings. Any indemnification under these piiowis will only be out of our assets. Unless it otfise agrees, our Managing Partner will
not be personally liable for, or have any obligatio contribute or loan funds or assets to us &bknus to effectuate, indemnification. The
indemnification of the persons described abovel figaecondary to any indemnification such persamntitled from another person or the
relevant KKR fund to the extent applicable. We rpaychase insurance against liabilities assertethsigand expenses incurred by persons in
connection with our activities, regardless of wieetiwve would have the power to indemnify the persgainst liabilities under our partnership
agreement.

Each member of the board of directors (eachindemnitee") has entered into an indemnifiratigreement with the Managing Partner
and us. Each indemnification agreement providetsttiealndemnitee, subject to the limitations setifan each indemnification agreement, s
be indemnified and held harmless by the ManagimnBaon an after tax basis from and against adyadilosses, claims, damages, liabilities,
joint or several, expenses (including legal feed expenses), judgments, fines, penalties, inteseitements or other amounts arising from
and all threatened, pending or completed claimsathels, actions, suits or proceedings, whether, @rithinal, administrative or investigative,
and whether formal or informal and including apgeal which the Indemnitee may be involved, ohigatened to be involved, as a party or
otherwise, by reason of being or having been omggagreed to serve as a member of the board eftdirs, or while serving as a member of
the board of directors, being or having been sgreinhaving agreed to serve at the request of theading Partner as a director, officer,
employee or agent (which, for purposes hereof| gh@dlde a trustee, partner or manager or sintidgracity) of another corporation, limited
liability company, partnership, joint venture, trusmployee benefit plan or other enterprise, wrednising from acts or omissions to act
occurring on, before or after the date of such imgiication agreement. Each indemnification agreeinpeovides that the Indemnitee shall not
be indemnified and held harmless if there has laefmal and non-appealable judgment entered byrlgitra tribunal or court of competent
jurisdiction determining that, in respect of thetteafor which the Indemnitee is seeking indemiaifien pursuant to the indemnificati
agreement, the Indemnitee acted in bad faith caged in fraud or willful misconduct.
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Guarantee of Contingent Obligations to Fund Partnes; Indemnification

The partnership documents governing owapei equity funds generally include a "clawback'iorcertain instances, a "net loss sharing”
provision that, if triggered, may give rise to antingent obligation that may require the generaim@ to return or contribute amounts to the
fund for distribution to investors at the end o fife of the fund. Under a "clawback" provisioman the liquidation of a fund, the general
partner is required to return, on an after-taxygsieviously distributed carry to the extent tlolate to the diminished performance of later
investments, the aggregate amount of carry digtdbs received by the general partner during tha t&f the fund exceed the amount to which
the general partner was ultimately entitled. Extigctarried interest received by the general pastoéour 1996 Fund (which was not
contributed to us in the Transactions), as of Ddmmn31, 2010, the amount of carried interest weehrageived that is subject to this clawback
obligation was $61.5 million, assuming that all kgable private equity funds were liquidated atitlizecember 31, 2010 fair values. Had the
investments in such funds been liquidated at zaheey the clawback obligation would have been $&@llion. Under a "net loss sharing
provision," upon the liquidation of a fund, the geal partner is required to contribute capitah® tund, to fund 20% of the net losses on
investments. In these vehicles, such losses wailgdpired to be paid by us to the limited partietiose vehicles in the event of a
liquidation of the fund regardless of whether aayried interest had previously been distributedse8bon the fair market values as of
December 31, 2010, there would have been no neshuring obligation. If the vehicles were liquthiit zero value, the contingent repayn
obligation in connection with the net loss shanimgvision as of December 31, 2010 would have begnoximately $1,094.0 million.

Prior to the Transactions, certain of otingipals who received carried interest distriboiavith respect to the private equity funds had
personally guaranteed, on a several basis andcdbja cap, the contingent obligations of the gaingartners of the private equity funds to
repay amounts to fund limited partners pursuatitéageneral partners' clawback obligations. Thesesf the Transactions require that our
principals remain responsible for clawback obligasi relating to carry distributions received ptimthe Transactions up to a maximum of
$223.6 million.

Carry distributions arising subsequenti® Transactions may give rise to clawback obligegithat may be allocated generally to carry
pool participants and the Combined Business inrdecee with the terms of the instruments govertliregK KR Group Partnerships. Unlike
"clawback" provisions, the Combined Business wallrbsponsible for any amounts due under net lagingharrangements and will indemnify
our principals for any personal guarantees that tllae provided with respect to such amounts.

Facilities

Certain of our senior principals are pardria a real-estate based partnership that mam#irownership interest in our Menlo Park
location. Payments made from us to this partneraggregated $6.4 million for the year ended Decer8ibe2010.

Confidentiality and Restrictive Covenant Agreements

Our principals have entered into confidaliti and restrictive covenant agreements thatishelprohibitions on our principals competing
with us or soliciting certain investors or seniew¢l employees of our firm and specified subsidmend affiliates during a restricted period
following their departure from the firm. For furth@formation on these agreements, see "Executorafignsation—Narrative Disclosure to
Summary Compensation Table and Grants of Plan-Bagedds in 2010—Terms of Confidentiality and Redtvie Covenant Agreements."
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Statement of Policy Regarding Transactions with Relted Persons

The board of directors of our Managing Rartadopted a written statement of policy for cantipership regarding transactions with rele
persons, which we refer to as our related perstinyp®ur related person policy requires that dded person” (as defined as in Item 404(c
Regulation S-K) must promptly disclose to our Gah&ounsel or other designated person any "refagesbn transaction" (defined as any
transaction, arrangement or relationship, or serfiesmilar transactions, arrangements or relatigerss including, without limitation, any loan,
guarantee of indebtedness, transfer or lease béseste, or use of company property) that is rigde by us under Item 404(a) of
Regulation S-K in which we were or are to be aipg@nt and the amount involved exceeds $120,0@0rawhich any related person had or
will have a direct or indirect material interestidaall material facts with respect thereto. Thoslviduals will then communicate that
information to the board of directors of our MamagPartner. No related person transaction willdrsammated without the approval or
ratification of a committee of the board consistixglusively of disinterested directors. It is gaticy that directors interested in a related
person transaction will recuse themselves from\entg on a related person transaction in which theye an interest. All transactions entered
into prior to July 14, 2010 were not approved in@dance with this policy as they were entered prtor to the date of adoption of the policy.
All side-by-side and other investments describethiim section are pre-approved in accordance \wighterms of the policy.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The following table summarizes the aggredeés for professional services provided by Deldt Touche LLP, the member firms of
Deloitte Touche Tohmatsu, and their respectivdiatiis (collectively, the "Deloitte Entities") féine year ended December 31, 2010.

Year Ended December 31, 2010
($ in thousands)

Audit Fees(a $ 9,62¢
Audit-Related Fees(t $ 11,33¢
Tax Fees(c $ 17,45:

(@) Audit Fees consisted of fees for (1) the auditswfconsolidated and combined financial statemiantsir Annual Report
on Form 10-K and services related to, or requingdstatute or regulation; (2) reviews of the intedondensed
consolidated and combined financial statementsidedd in our quarterly reports on Form 10-Q; andc(8hfort letters,
consents and other services related to SEC and rethelatory filings.

(b)  Audit-Related Fees primarily included merger, asiiain, and investment due diligence services fi@tegic acquisitions
or investments in target companies. In additioa,Deloitte Entities provide audit, audit-relatestk tind other services to
the portfolio companies, which are approved diyeloyl the portfolio company's management and arénthided in the
amounts presented here.

(c) Tax Fees consisted of fees for services renderetdfccompliance and tax planning and advisoryisesv

Our audit committee charter, which is aafalié on our website at www.kkr.com under "Inve&etations”, requires the audit committee to
approve in advance all audit and non-audit relatgdices to be provided by our independent regdtpublic accounting firm in accordance
with the audit and non-audit related services gmeraval policy. All services reported in the Auditdit-Related, and Tax categories above
were approved by the audit committee.
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PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(@)  The following documents are filed as part of thisaal report

1. Financial Statements
See Item 8 above.
2. Financial Statement Schedules:

Schedules for which provision is made in the agfiie accounting regulations of the SEC are notirequnder the related instructions
or are not applicable, and therefore have beenteadnit

3. Exhibits:

2.1 Amended and Restated Purchase and Sale Agreémzorporated by reference to
Exhibit 2.1 to the KKR & Co. L.P. registration statent on Form S-1 (File No. 13%$5414
(the "Registration Statement") filed on March 1Q1Q).

2.2 Amended and Restated Investment Agreement (incatpoiby reference to Exhibit 2.1 of
the Registration Statemen

3.1 Certificate of Limited Partnership of the Registréincorporated by reference to Exhibit 3.1
of the Registration Statemen

3.2 Amended and Restated Limited Partnership Agreewfdiie Registrant (incorporated by
reference to Exhibit 3.1 to the KKR & Co. L.P. Gamt Report on Form B-filed on July 20
2010).

3.2 Certificate of Formation of the Managing Partnetief Registrant (incorporated by refere
to Exhibit 3.3 of the Registration Stateme!

3.4 Amended and Restated Limited Liability Company Agnent of the Managing Partner of
the Registrant (incorporated by reference to ExI3d to the KKR & Co. L.P. Current
Report on Form -K filed on July 20, 2010

4.1 Indenture dated as of September 29, 2010 among &KRp Finance Co. LLC,
KKR & Co. L.P., KKR Management Holdings L.P., KKRifkd Holdings L.P. and The Bank
of New York Mellon Trust Company, N. A., as trust@eorporated by reference to
Exhibit 4.1 to the KKR & Co. L.P. Current Report Barm 8-K filed on September 30,
2010).

4.2 First Supplemental Indenture dated as of Septe2®e2010 among KKR Group
Finance Co. LLC, KKR & Co. L.P., KKR Management Hioigs L.P., KKR Fund
Holdings L.P. and The Bank of New York Mellon Tr@tmpany, N. A., as trustee
(incorporated by reference to Exhibit 4.2 to the®& Co. L.P. Current Report on Formk8-
filed on September 30, 201(

4.2 Form of 6.375% Senior Note due 2020 (included ihiBix 4.2 hereto)

10.1 Second Amended and Restated Limited Partnershipekgent of KKR Management
Holdings L.P. (incorporated by reference to Exhitfitl of the Registration Statemel

10.z Second Amended and Restated Limited Partnershipefgent of KKR Fund Holdings L.P.
(incorporated by reference to Exhibit 10.2 of tregRtration Statement

10.Z2 Registration Rights Agreement (incorporated bynesiee to Exhibit 10.1 to the
KKR & Co. L.P. Current Report on Forn-K filed on July 20, 2010’
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10.4

10.t

10.€

10.7

10.€

10.€

10.1(

10.17°

10.12°

10.1%*

10.14

10.1%
21.1

23.1

23.2

Form of KKR & Co. L.P. 2010 Equity Incentive Plégimcorporated by reference to
Exhibit 10.4 of the Registration Stateme!

Tax Receivable Agreement (incorporated by refereéadexhibit 10.2 to the KKR & Co. L.
Current Report on Form-K filed on July 20, 2010

Amended and Restated Exchange Agreement (incogebtat reference to Exhibit 10.1 to
the KKR & Co. L.P. Current Report on Forr-K filed on November 3, 2010

Amended and Restated Credit Agreement, dated Bslofiary 22, 2011, among Kohlberg
Kravis Roberts & Co. L.P., KKR Management HoldingB., KKR Fund Holdings L.P., the
other Borrowers from time to time party therete tlenders from time to time party thereto,
HSBC Securities (USA) Inc., as Arranger, and HSB®IBplc, as Administrative Agent (t
"Corporate Credit Agreement’

Loan Party Guaranty, dated as of February 22, 2@htle by KKR Associates Millennium
L.P., KKR Associates Millennium (Overseas), Limitedrtnership, KKR Associates Euro
Limited Partnership, KKR Associates Europe I, Liedi Partnership, KKR Associates 2006
L.P., KKR Associates 2006 (Overseas), Limited Rarthip, KKR Associates Asia L.P.,
KKR Associates Europe lll, Limited Partnership, KkRsociates E2 L.P., KKR Associates
China Growth L.P., KKR & Co. L.P. and KKR Group Birce Co. LLC in favor of HSBC
Bank plc, as administrative agent under the Cotpdtaedit Agreemen

Revolving Credit Agreement dated as of June 11720fiong KKR PEI Investments, L.P.,
as Borrower, the lenders party thereto, Citibanly.Nas administrative agent, and Citigroup
Global Markets Inc., Goldman Sachs Credit Partief, and Morgan Stanley Bank as joint
lead arrangers and joint bookrunners (incorporbtereference to Exhibit 10.8 of the
Registration Statemen

Amendment No. 1 to Revolving Credit Agreement date®f August 14, 2009 among KKR
PEI Investments, L.P., as Borrower, the lendersyghereto, Citibank, N.A., as
administrative agent, and Citigroup Global MarKets, Goldman Sachs Credit

Partners, L.P. and Morgan Stanley Bank as joirtt Braangers and joint bookrunners
(incorporated by reference to Exhibit 10.11 of Registration Statemen:

Form of Confidentiality and Restrictive Covenantrégment (Senior Principals)
(incorporated by reference to Exhibit 10.9 of thegRtration Statement

Form of Confidentiality and Restrictive Covenantrégment (Founders) (incorporated by
reference to Exhibit 10.10 of the Registration &tant).

Form of Indemnification Agreement by and among eaeimber of the Board of Directors
KKR Management LLC, KKR Management LLC and KKR &.QoP. (incorporated by
reference to Exhibit 10.4 to the KKR & Co. L.P. @&nt Report on Form 8-K filed on
July 20, 2010)

Form of Restricted Equity Unit Award Agreement dfR & Co. L.P. (Independent
Directors) (incorporated by reference to Exhibitllth the KKR & Co. L.P. Quarterly
Report on Form 1-Q filed on November 9, 201(

Independent Director Compensation Prog
Subsidiaries of the Registre

Consent of Independent Registered Public Accouriing Relating to the Financial
Statements of KKR & Co. L.F

Consent of Thomas M. Schoewe to be named as arpelnssen to become a direct
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31.1

31.z

31.c

32.1

32.2

32.5

Certification of Co-Chief Executive Officer puemt to Rule 13a-14(a) and Rule 15d-14(a)
of the Securities Exchange Act of 1934, as amenaeddopted pursuant to Section 302 of
the Sarban«Oxley Act of 2002

Certification of Co-Chief Executive Officer pursuaa Rule 13a-14(a) and Rule 15d-14(a)
of the Securities Exchange Act of 1934, as amenaeddopted pursuant to Section 302 of
the Sarban«Oxley Act of 2002

Certification of Chief Financial Officer pursuantRule 13a-14(a) and Rule 15d-14(a) of the
Securities Exchange Act of 1934, as amended, gat@dipursuant to Section 302 of the
Sarbane-Oxley Act of 200z

Certification of Co-Chief Executive Officer pursuaa 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 2002

Certification of Co-Chief Executive Officer pursuaa 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 2002

Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 2002

* Management contract or compensatory plan in whigdctbrs and/or executive officers are eligible#aticipate.
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SIGNATURES

Pursuant to the requirements of SectioorlB5(d) of the Securities Exchange Act of 1934, Registrant has duly caused this report to be
signed on its behalf by the undersigned, therednlp authorized.

Date: March 7, 2011

KKR & Co. L.P.
By: KKR Management LLC,
its general partne

/s WILLIAM J. JANETSCHEK

Name: William J. Janetschi
Title: Chief Financial Office

Pursuant to the requirements of the Excaakg of 1934 this report has been signed belowhbyfollowing persons on behalf of the
registrant and in the capacities indicated belowhisn 7th day of March, 2011.

Signature

/sl HENRY R. KRAVIS

Henry R. Kravis

/sl GEORGE R. ROBERTS

George R. Rober!

/sl JOSEPH A. GRUNDFEST

Joseph A. Grundfe:

/s/ DIETER RAMPL

Dieter Ramp

/sl ROBERT W. SCULLY

Robert W. Scully

/s WILLIAM J. JANETSCHEK

William J. Janetsche

Title

Co-Chairman and C@hief Executive Officer (principal executi
officer) of KKR Management LLC

Co-Chairman and C@&hief Executive Officer (principal executi
officer) of KKR Management LLC

Director of KKR Management LLC

Director of KKR Management LLC

Director of KKR Management LLC

Chief Financial Officer (principal financial andaunting officer
of KKR Management LLC
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EXHIBIT INDEX

Exhibit
Index
2.1 Amended and Restated Purchase and Sale Agreemeoitp@rated by reference
Exhibit 2.1 to the KKR & Co. L.P. registration statent on Form S-1 (File No. 13%5414
(the "Registration Statement") filed on March 121Q).

2.2 Amended and Restated Investment Agreement (incatpoiby reference to Exhibit 2.1 of
the Registration Statemen

3.1 Certificate of Limited Partnership of the Registréincorporated by reference to Exhibit 3.1
of the Registration Statemen

3.2 Amended and Restated Limited Partnership Agreewfdiie Registrant (incorporated by
reference to Exhibit 3.1 to the KKR & Co. L.P. Gamt Report on Form &-filed on July 20
2010).

3.2 Certificate of Formation of the Managing Partnetredf Registrant (incorporated by
reference to Exhibit 3.3 of the Registration Stagath

3.4 Amended and Restated Limited Liability Company Agnent of the Managing Partner of
the Registrant (incorporated by reference to ExI3d to the KKR & Co. L.P. Current
Report on Form -K filed on July 20, 2010

4.1 Indenture dated as of September 29, 2010 among &KRp Finance Co. LLC,
KKR & Co. L.P., KKR Management Holdings L.P., KKRifkd Holdings L.P. and The Ba
of New York Mellon Trust Company, N. A., as trust@eorporated by reference to
Exhibit 4.1 to the KKR & Co. L.P. Current Report Barm 8-K filed on September 30,
2010).

4.2 First Supplemental Indenture dated as of Septe2®e2010 among KKR Group
Finance Co. LLC, KKR & Co. L.P., KKR Management Hioigs L.P., KKR Fund
Holdings L.P. and The Bank of New York Mellon Tr@tmpany, N. A., as trustee
(incorporated by reference to Exhibit 4.2 to the®& Co. L.P. Current Report on Form 8-
K filed on September 30, 201(

4.2 Form of 6.375% Senior Note due 2020 (included ihiBix 4.2 hereto)

10.1 Second Amended and Restated Limited Partnershipehgent of KKR Management
Holdings L.P. (incorporated by reference to Exhitfitl of the Registration Statemel

10.z Second Amended and Restated Limited Partnershipehgent of KKR Fund Holdings L.P.
(incorporated by reference to Exhibit 10.2 of tregRtration Statement

10.2 Registration Rights Agreement (incorporated bynexiee to Exhibit 10.1 to the
KKR & Co. L.P. Current Report on Forn-K filed on July 20, 2010;

10.4" Form of KKR & Co. L.P. 2010 Equity Incentive Plandorporated by reference to
Exhibit 10.4 of the Registration Stateme!

10.E Tax Receivable Agreement (incorporated by referéadexhibit 10.2 to the
KKR & Co. L.P. Current Report on Forn-K filed on July 20, 2010’

10.€ Amended and Restated Exchange Agreement (incogzbbgt reference to Exhibit 10.1 to
the KKR & Co. L.P. Current Report on Forr-K filed on November 3, 2010
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Exhibit
Index

10.7

10.€

10.€

10.1¢

10.17°

10.12"

10.12

10.1£*

10.15*
21.1

23.1

23.2

31.1

Amended and Restated Credit Agreement, datefilesbouary 22, 2011, among Kohlberg
Kravis Roberts & Co. L.P., KKR Management HoldingR., KKR Fund Holdings L.P., the
other Borrowers from time to time party thereta thenders from time to time party thereto,
HSBC Securities (USA) Inc., as Arranger, and HSBBplc, as Administrative Agent (t
"Corporate Credit Agreement'

Loan Party Guaranty, dated as of February 22, 2@&tle by KKR Associates Millennium
L.P., KKR Associates Millennium (Overseas), Limitedrtnership, KKR Associates Euro
Limited Partnership, KKR Associates Europe Il, Ltied Partnership, KKR Associates 2006
L.P., KKR Associates 2006 (Overseas), Limited Raghip, KKR Associates Asia L.P.,
KKR Associates Europe lllI, Limited Partnership, KiBsociates E2 L.P., KKR Associates
China Growth L.P., KKR & Co. L.P. and KKR Group Birce Co. LLC in favor of HSBC
Bank plc, as administrative agent under the Cotpdtaedit Agreemen

Revolving Credit Agreement dated as of June 117208ong KKR PEI Investments, L.P.,
as Borrower, the lenders party thereto, Citibanld.Nas administrative agent, and Citigrc
Global Markets Inc., Goldman Sachs Credit PartrleR, and Morgan Stanley Bank as joint
lead arrangers and joint bookrunners (incorporbtereference to Exhibit 10.8 of the
Registration Statemen

Amendment No. 1 to Revolving Credit Agreement datedf August 14, 2009 among KKR
PEI Investments, L.P., as Borrower, the lendertyghereto, Citibank, N.A., as
administrative agent, and Citigroup Global Markets, Goldman Sachs Credit

Partners, L.P. and Morgan Stanley Bank as joird laangers and joint bookrunners
(incorporated by reference to Exhibit 10.11 of Registration Statemen:

Form of Confidentiality and Restrictive Covenantrégment (Senior Principals)
(incorporated by reference to Exhibit 10.9 of tregRtration Statement

Form of Confidentiality and Restrictive Covenantrégment (Founders) (incorporated by
reference to Exhibit 10.10 of the Registration &tagnt).

Form of Indemnification Agreement by and among eaeimber of the Board of Directors
of KKR Management LLC, KKR Management LLC and KKR®@b. L.P. (incorporated by
reference to Exhibit 10.4 to the KKR & Co. L.P. @&mt Report on Form 8-K filed on
July 20, 2010)

Form of Restricted Equity Unit Award Agreement iR & Co. L.P. (Independent
Directors) (incorporated by reference to Exhibitll® the KKR & Co. L.P. Quarterly
Report on Form 1-Q filed on November 9, 201(

Independent Director Compensation Prog
Subsidiaries of the Registre

Consent of Independent Registered Public Accouriing Relating to the Financial
Statements of KKR & Co. L.F

Consent of Thomas M. Schoewe to be named as arpelnesen to become a direc

Certification of Co-Chief Executive Officer pursuda Rule 13a-14(a) and Rule 15d-14(a)
of the Securities Exchange Act of 1934, as amenaieddopted pursuant to Section 302 of
the Sarban«Oxley Act of 2002
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Exhibit
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31.z Certification of Co-Chief Executive Officer puemt to Rule 13a-14(a) and Rule 15d-14(a)
of the Securities Exchange Act of 1934, as amenaeddopted pursuant to Section 302 of
the Sarban¢Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuantRule 13a-14(a) and Rule 13d{a) of the
Securities Exchange Act of 1934, as amended, gat@dipursuant to Section 302 of the
Sarbane-Oxley Act of 200z

32.1 Certification of Co-Chief Executive Officer pursuaa 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 2002

32.Zz Certification of Co-Chief Executive Officer pursuda 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 2002

* Management contract or compensatory plan in whidttbrs and/or executive officers are eligiblgtsticipate
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